June 26, 2025 Board Meeting

Schedule Thursday, June 26, 2025 10:00 AM — 12:00 PM CDT
Venue 4700 Mueller Blvd., Suite 100, Austin, TX 78723
Organizer Shawna Santos

Agenda
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1. Call meeting to order
Presented by Diana Thomas
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AGENDA ITEM 1.
Call meeting to order

AGENDA ITEM OBJECTIVE
The objective of the agenda item is to formally begin the Board meeting. This is a
standing Board item.




2. Call roll of Trustees
Presented by Diana Thomas
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COAERS BOARD MEETING

Agenda Item Information Sheet

AGENDA ITEM 2:
Call roll of Trustees

AGENDA ITEM OBJECTIVE

The objective of the agenda item is to determine for the record which Trustees are
present at the start of the meeting.

Please note that logging in to this meeting in real-time on Convene will automatically
mark you as “present’. Shawna will indicate in the minutes if you are in person or virtual.

If there are any Trustees who have not yet logged into Convene, please indicate to
Shawna so she can mark you as present.



3. Review order of business and establish

meeting objectives
Presented by Diana Thomas
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AGENDA ITEM 3:
Review order of business and meeting objectives

AGENDA ITEM OBJECTIVES

This agenda item provides Trustees with the opportunity to review the order of business
and hear if any Trustee wishes to take an agenda item out of order, and to discuss the
overall objectives of the meeting.

1. The Board will consider the consent agenda which includes items from the Board’s
committees that were referred to the Board without dissent or significant revision
including the Benefits Administration Policy and the acceptance of the financial
statement audit report from CLA.

2. The Board will consider recommendations related to the Investment Policy
Statement, and the Global Equity and Fixed Income asset classes.

3. The Board will receive presentations from two finalists for private markets
investment consultant proposals and consider approving an investment consulting
agreement from one of the firms to serve as COAERS private markets investment
consultant.

4. The Board will consider approving the release of an actuarial consulting services
request for proposal.

5. The Board will receive a report from the Executive Director including an update on
the annual Member Summit scheduled for July 23.

RELEVANCE TO STRATEGIC PLAN/CORE COMPETENCIES

This agenda item meets COAERS Strategic Plan Goal 4: Identify and implement
leading practices in board governance, pension administration, and investment
management.




4. Receive System member and public

comments
Presented by Diana Thomas
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AGENDA ITEM 4:
Receive System member and public comments

AGENDA ITEM OBJECTIVE
The objective of the agenda item is to allow any System member or a member of the
public a chance to provide comment to the Board.

RELEVANCE TO STRATEGIC PLAN/CORE COMPETENCIES

This agenda item aligns with one of the five core competencies established in the
COAERS Strategic Plan “Transparency: Complying with open meeting and public
information laws to ensure the decision-making process is clear to members and the
public.”

The Chair will recognize any person who wishes to comment, limiting comments to
three minutes per person.



5. Consent ltems:

A. March 26, 2025 Board meeting minutes
B. Ratification of March, April, and May
2025 retirements

C. Financial statement audit report as of
December 31, 2024

D. Benefits Administration Policy

E. Nominating and Election Committee
Presented by Diana Thomas
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AGENDA ITEM 5:
Consent items

All the following items may be acted upon by one motion. No separate discussion or action on
any of the items is necessary unless desired by a Trustee.

March 26, 2025 Board meeting minutes

Ratification of March, April, and May 2025 retirements
Financial statement audit report as of December 31, 2024
Benefits Administration Policy

Nominating and Election Committee

moow>

AGENDA ITEM OBJECTIVE
The objective of the agenda item is to approve required routine matters.

RECOMMENDATION FOR BOARD ACTION
Staff recommend the Board approve the consent agenda.

ITEM SUMMARY
A. March 26, 2025 Board meeting minutes
Minutes are kept and posted for each Board meeting.

B. Ratification of March, April, and May 2025 retirements
The COAERS governing statute requires the Board to approve all retirements.

C. Financial statement audit report as of December 31, 2024

The Audit and Risk Committee received the report on the December 31, 2024 financial
statements from COAERS auditor CliftonLarsonAllen (CLA). The financial statement opinion is
unmodified. No material weaknesses or significant deficiencies were noted in either the financial
statements or the schedule of pension amounts. The Audit and Risk Committee referred to the
Board for acceptance of the December 31, 2024 financial statements and auditor’s report from
CLA and directed that it be placed on the consent agenda.

D. Benefits Administration Policy

The Benefits and Services Committee reviewed the proposed revisions to this policy and
referred the policy to the Board for approval and directed that it be placed on the consent
agenda.

E. Nominating and Election Committee

The Board approves the Nominating and Election Committee each year to oversee the election
process, prepare the ballot, canvass the returns, serve as election judges, and declare the
official results of the election.
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ATTACHMENTS

March 26, 2025 Board meeting minutes

Ratification of March, April, and May 2025 retirements (CONFIDENTIAL)
Financial statement audit report as of December 31, 2024

Benefits Administration Policy

Nominating and Election Committee

moow>

SUPPLEMENTAL MATERIALS
1. 2024 CLA Audit Exit Presentation
2. 2024 ACFR
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COAERS

CITY OF AUSTIN
EMPLOYEES' RETIREMENT SYSTEM

MINUTES
BOARD MEETING
Public Meeting held in-person and videoconference
Pursuant to Texas Govt. Code 511.127
4700 Mueller Blvd., Suite 100, Austin, TX 78723
Wednesday, March 26, 2025 10:00 a.m.

Board Trustees

Diana Thomas, Chair
Dick Lavine, Vice Chair

Others Present: Staff

Christopher Hanson

Sarah McCleary

Guests

Paige Saenz, General Counsel
Lewis Ward, GRS

Yuejiao Liu T Russell Nash Stephanie Sorg*, Meketa

Chase Contreras
Addie Walker

Michael Granof Jenni Bonds
Shawna Santos
David Stafford

David Kushner

Ben Ellinor

Anthony B. Ross, Sr.
Michael Benson

Krista Laine Ty Sorrel
Chris Noak Blake Lemen
Kelly Crook Teresa Cantu

(Ed Van Eenoo) Michelle Mahaini
Kelly Doggett *

Mehrin Rahman (Absent)

* Present telephonically

1 Present via videoconference

1. Call meeting to order
Chair Diana Thomas called the meeting to order at 10:04 a.m.

2. Call roll of Trustees
The following Board members were present in person: Crook, Ellinor, Granof, Laine, Lavine,

Noak, Ross, and Thomas. The following Trustee was present via videoconference: Liu

3. Review order of business and establish meeting objectives
Chair Thomas reviewed the order of business and meeting objectives with the Board. Mr.

Anthony Ross requested to move agenda item 6E, Board Bylaws, from the Consent
Agenda to a discussion item. There were no further requests.

4. Receive System member and public comments
Chair Thomas asked if there were any members of the public who wished to speak, either
now or during an agenda item. There were no comments.

5. Welcome new COAERS Trustee
Chair Thomas welcomed Council Member Krista Laine to the Board.

Page 1
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March 26, 2025 Board Meeting

6. Consent items — All of the following items may be acted upon by one motion. No
separate discussion or action on any of the items are necessary unless desired
by a Trustee

January 29, 2025 Board meeting minutes

Ratification of December 2024, January and February 2025 retirements

Disability claim #2501

Election for Active-Contributory and Retired Board Members policy

Board Bylaws

moow»

Mr. Michael Benson arrived at 10:16 AM

Chair Thomas moved agenda item 6E, Board Bylaws, from the consent agenda to a
discussion topic. Chair Thomas also noted that the minutes had been revised since the
packet was originally distributed. The change was related to attendance and the spelling of
the word “chair.” She entertained a motion to approve the consent agenda as revised, with
the revised minutes and removal of the Board Bylaws. Mr. Noak motioned approval and Mr.
Ross seconded. The motion passed, 10 to 0.

The Board then discussed the Board Bylaws, Article 1 Organization of the Board of
Trustees, Section 1.3 Chair of Board of Trustees, Letters “” through “I” regarding the
verbiage of posting checks and signature requirements for ACH. The Board further
discussed Article 1, 1.2 Composition, paragraph 2 on term expiration and/or resignations.
Ms. Paige Saenz explained the portion of the Bylaws and the verbiage pertaining to that
paragraph. For further explanation, Board members were directed to reach out to Ms.

Saenz and Mr. Christopher Hanson.

Chair Thomas requested a motion to approve the amended Board Bylaws with corrections
to section 1.3, letters “” and “k.” Mr. Ross moved to approve the Board Bylaws as revised.
Mr. Chris Noak seconded. The following Board members provided a verbal approval: Laine,
Noak, Granof, Thomas, Lavine, Benson, Crook, Ross, Liu, and Ellinor. The motion passed,

10to 0.

7. Receive reports on the following Board administrative matters including:
Ethics policy disclosure statements

2024 Annual Financial Disclosure/Conflicts of interest Affidavits and annual
ethics policy statements

2025 meeting calendar

Report on February 21, 2025 Investment Committee meeting

March 5, 2025 Legislative Committee meeting

March 5, 2025 Benefits and Services Committee meeting

March 5, 2025 Audit and Risk Committee meeting

March 5, 2025 Policy Committee meeting

March 5, 2025 Governance and HR Committee meeting

TTIe@mMmoo wp

Chair Thomas reviewed the Board administrative matters and reminded Trustees to
complete their ethics policy disclosure statement that was sent via DocuSign. There were
no further questions or discussions in the reports.

The following Board members and COAERS Staff have reported declarations on their
ethics policy disclosure statements:

Page 2
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March 26, 2025 Board Meeting

Mr. Kelly Doggett declared he received conference meals during the 3/10/2025 — 3/13/2025
Council of Institutional Investors (CIl) Spring Conference including breakfasts on 3/10 and
3/11 and lunch on 3/11.

Ms. Yuejiao Liu declared she received meals and drinks at the -LW2 Alts investment
conference in Austin from 3/4/2025 — 3/5/2025 and meals at the Stanford educational
program from 3/15/2025 — 3/21/2025.

Ms. Michelle Mahaini declared she received a flower arrangement from Wright and
Greenhill.

Mr. Russell Nash declared a meeting with Jason Saure of Marketplace regarding death
audits.

Mr. Hanson declared he received breakfasts and lunches at the NASRA Winter Conference
from 3/1/2025 — 3/4/2025.

8. Discuss and consider the following actuarial matters:
A. 2025 Preliminary Experience Study Findings
B. 12/31/2024 Risk Sharing Valuation Study

Christopher Hanson introduced Mr. Lewis Ward of GRS and reviewed a summary of the
actuarial matters and answered the Board’s questions.

Chair Thomas entertained a motion to adopt the 2025 Experience Study subject to the
City’s reconciliation rights under 4A of Vernon’s Civil Statues, Article 6243n and direct the
Executive Director to notify the Board Chair if the City elects to conduct a separate
experience study or have the City’s actuary review the 2025 Experience Study. Mr. Michael
Benson moved, and Mr. Dick Lavine seconded. The Board motion passed 10 to O.

Mr. Benson moved to adopt the 12/31/2024 Risk Sharing Valuation Study. Mr. Ross
seconded, and the motion passed 10-0.

9. Discuss and consider Global Equities portfolio review, funding implementation
plan, and portfolio rebalancing

Ms. Stephanie Sorg of Meketa and Mr. David Stafford updated the Board on the Global
Equities portfolio. The Board discussed the proposed recommendations and considerations,
and their questions were answered.

Chair Thomas entertained a motion to approve the proposed implementation plan and
related portfolio rebalancing. Mr. Lavine moved approval and Mr. Ross seconded. The
Board motion passed 10 to 0.

10.Receive report on matters related to the 89" Legislative Session

Mr. Hanson presented an update on the 89" Legislative Session. The Chair asked if there
were any further questions or discussion and there were none.

Page 3
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March 26, 2025 Board Meeting

11.Executive Session
A. Convene into Executive Session pursuant to Section 551.071, Texas
Government Code, and Section 1.05 Disciplinary Rules of Professional
Conduct to consult with legal counsel regarding personnel matters and related
agreements
B. Reconvene into open session to take action as determined appropriate by the
Board regarding personnel matters and related agreements

Trustees convened in the Executive Session at 10:40 a.m.
Trustees reconvened into Public Session at 11:19 a.m.

Ms. Kelly Crook moved to authorize the Executive Director and General Counsel to proceed
as discussed in the Executive Session, and Mr. Ross seconded. The motion passed 10 to 0.

12.Receive report from Executive Director on the following matters:
A. Operational matters including Staffing
B. 2024 Administrative Budget
C. MET report and upcoming educational programs and conferences

Mr. Hanson reviewed the Executive Director report and informed the Board that the PRB
now requires two hours of continuing education every year. Chair Thomas asked if there
were any further questions or discussion and there were none.

13.Review key meeting takeaways and call for future agenda items
Chair Thomas summarized the actions taken and the information discussed during the

meeting. She asked for any future agenda items and there were no further items to address.

Chair Thomas adjourned the March 26, 2025 Board Committee meeting at 11:23 a.m.

Page 4
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INDEPENDENT AUDITORS' REPORT Page 19 of 245

CliftonLarsonAllen LLP
\ A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Audit and Risk Committee of the Board of Trustees
City of Austin Employees' Retirement System
Austin, Texas

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of the City of Austin Employees' Retirement
System as of and for the years ended December 31, 2024 and 2023, and the related notes to the
financial statements, which collectively comprise the City of Austin Employees' Retirement System’s
basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the City of Austin Employees' Retirement System as of December 31, 2024 and
2023, and the changes in financial position and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the City of Austin Employees' Retirement System and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the City of Austin Employees'
Retirement System's ability to continue as a going concern for twelve months beyond the financial
statement date, including any currently known information that may raise substantial doubt shortly
thereafter.

CLAglobal.com/disclaimer

City of Austin Employees' Retirement System 2024 Annual Comprehensive Financial Report
24



INDEPENDENT AUDITORS' REPORT (CONTINUED) Page 20 of 245

Audit and Risk Committee of the Board of Trustees
City of Austin Employees' Retirement System

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of City of Austin Employees' Retirement System’s internal control.
Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about City of Austin Employees' Retirement System’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

City of Austin Employees' Retirement System 2024 Annual Comprehensive Financial Report
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INDEPENDENT AUDITORS' REPORT (CONCLUDED) Page 21 of 245

Audit and Risk Committee of the Board of Trustees
City of Austin Employees' Retirement System

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’'s Discussion and Analysis, the Schedule of Changes in the Net Pension Liability and
Related Ratios, the Schedule of Contributions, and the Schedule of Investment Returns be presented
to supplement the basic financial statements. Such information is the responsibility of management
and, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with GAAS, which
consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audits of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Austin Employees' Retirement System’s basic financial statements.
The Other Supplementary Information — Investment, Professional Services and Consultant, and General
and Administrative Expenses (as referenced in the table of contents) are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. The information has been subjected
to the auditing procedures applied in the audits of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with GAAS. In our opinion, the Other
Supplementary Information is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other
information (as referenced in the table of contents ) comprises the Introductory Section, the Investment
Section, the Actuarial Section, and the Statistical Section but does not include the basic financial
statements and our auditors’ report thereon. Our opinion on the basic financial statements does not
cover the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audits of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

/%vddwm% Y

CliftonLarsonAllen LLP

Austin, Texas
May 30, 2025

City of Austin Employees' Retirement System 2024 Annual Comprehensive Financial Report
26



MANAGEMENT'S DISCUSSION AND ANALY SIS (Unaudited) December 31, 2024 & 2628 22 of 245

This section of the City of Austin Employees’ Retirement System’s (COAERS, or the System) financial
report presents our discussion and analysis of the System’s financial performance during fiscal years
2024 and 2023. We encourage readers to consider the information presented here in conjunction with the
financial statements that follow, as well as the Letter of Transmittal in the Introductory Section.

FINANCIAL HIGHLIGHTS

The System’s fiduciary net position was $3.6 billion and $3.3 billion as of December 31, 2024 and 2023,
respectively, reflecting an increase of $292.0 million, or 8.9%, in 2024.

Contributions received totaled $273.5 million in 2024 and $244.5 million in 2023, an increase of $29.0
million, or 11.9% in 2024.

Benefits paid were $285.0 million in 2024 and $270.1 million in 2023, an increase of $14.9 million, or
5.5%, in 2024.

Net investment income of $315.4 million was earned in 2024 compared with $355.1 million in 2023. The
System’s time-weighted rate of return on investments for the year ended December 31, 2024, was 9.85%
net of fees, on a fair value basis, which was a decrease from the return 12.30% net of fees for the year
ended December 31, 2023.The actuarial investment return assumption was 6.75% for both years.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis is intended to assist the reader's understanding of the purpose
and meaning of each of the key components of COAERS’ financial statements, which are comprised of
the following:

« The Statement of Fiduciary Net Position presents the System’s assets, liabilities, and the
resulting net position, which is held in trust for pension benefits.

* The Statement of Changes in Fiduciary Net Position reports the current year’s additions to and
deductions from net position.

* Notes to the Financial Statements provide important background and detailed information about
COAERS, the Plan, and the financial statements.

* Required Supplementary Information provides 10-year historical information on changes in the
System’s Net Pension Liability, contributions, and money-weighted returns.

e Other Supplementary Information includes additional information about the System’s investment
expenses, administrative expenses, and professional services.

Collectively, this information presents the net position held in trust for pension benefits as of the end of
each year and summarizes the changes in net position held in trust for pension benefits for the year.

City of Austin Employees' Retirement System 2024 Annual Comprehensive Financial Report
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MANAGEMENT'S DISCUSSION AND ANALY SIS (Unaudited) December 31, 2024 & 2828 23 of 245

(CONTINUED)
FINANCIAL ANALYSIS

Summary of Fiduciary Net Position
Years Ended December 31, 2024, 2023, 2022

2024 $ Change 2023 $ Change 2022
Assets
Cash $ 14,758,405 (4,799,335) 19,557,740 8,740,999 10,816,741
Receivables and other assets 66,249,169 3,921,035 62,328,134 723,895 61,604,239
Investments 3,512,867,909 294,295,225 3,218,572,684 278,310,579 2,940,262,105
Capital assets 31,593,898 (933,789) 32,527,687 29,124,298 3,403,389
Total assets 3,625,469,381 292,483,136 3,332,986,245 316,899,771 3,016,086,474
Liabilities
Payables and accrued expenses 54,723,883 449,954 54,273,929 (2,016,784) 56,290,713
Total liabilities 54,723,883 449,954 54,273,929 (2,016,784) 56,290,713
Net position restricted for pensions $  3,570,745,498 292,033,182 3,278,712,316 318,916,555 2,959,795,761
Assets

As shown in the table above, assets increased by $292.5 million, or 8.8%, in 2024, and by $316.9 million,
or 10.5%, in 2023, due primarily to changes in investments values. In 2024, investments increased by
$294.3 million, or 9.1%, and in 2023, investments increased by $278.3 million, or 9.5%. These changes
are reflective of the investment returns in each period. Other asset changes include:

« Strategic cash management decisions resulted in a $4.8 million decrease in cash as of December
31, 2024, and the $8.7 million increase in cash as of December 31, 2023.

« Receivables as of December 31, 2024, increased $3.9 million due primarily to the timing of
investment trade settlements. As of December 31, 2023, receivables increased $0.7 million due to
the timing of contributions received.

* In 2024, the decrease in capital assets reflects annual depreciation of the building, furniture and
equipment. In 2023, capital assets increased by $29.1 million, attributed to the acquisition of the
System’s office building.

Liabilities

Liabilities increased by $0.4 million, or 0.8%, in 2024 and decreased by $2.0 million, or 3.6%, in 2023.
These changes were attributed to the timing of investment trade settlements. In addition, the amount of
death benefits payable in 2024 was reduced as a result of increased efforts to locate missing beneficiaries.
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(CONTINUED)

Summary of Changes in Fiduciary Net Position
Years Ended December 31, 2024, 2023, 2022

2024 $ Change 2023 $ Change 2022
Additions
Contributions $ 273,556,122 29,046,563 244,509,559 28,521,151 215,988,408
Net investment income (loss) 315,361,666 (39,741,419) 355,103,085 905,317,001 (550,213,916)
Other income 2,856,165 845,786 2,010,379 1,883,444 126,935
Total additions (deductions) 591,773,953 (9,849,070) 601,623,023 935,721,596 (334,098,573)
Deductions
Benefit payments 285,042,986 14,918,964 270,124,022 10,698,001 259,426,021
Refunds 5,585,195 1,552,034 4,033,161 (1,042,690) 5,075,851
Administrative expenses 9,112,590 563,305 8,549,285 1,785,647 6,763,638
Total deductions 299,740,771 17,034,303 282,706,468 11,440,958 271,265,510
Net increase (decrease) in net position 292,033,182 (26,883,373) 318,916,555 924,280,638 (605,364,083)
Net position restricted for pensions
Beginning of year 3,278,712,316 318,916,555 2,959,795,761 (605,364,083) 3,565,159,844
End of year $ 3,570,745,498 292,033,182 3,278,712,316 318,916,555 2,959,795,761

Additions
Assets required to fund benefits are accumulated through contributions and investment returns.

The increase in contributions in both years is due to the growth of active membership (11,783, 11,197
and 10,438 active members as of December 31, 2024, 2023 and 2022, respectively) and increases in
members’ base salaries on which contributions are made (covered payroll was $972.0 million, $862.3
million and $771.7 million in 2024, 2023 and 2022, respectively).

Net investment income includes appreciation (depreciation) in the fair value of investments, as well as
interest and dividend earnings. The change in net investment income each year is primarily due to market
fluctuations, with the fair value of COAERS investments increasing by 9.1% in 2024 and 9.5% in 2023.
Interest and dividend income totaled $57.8 million and $53.3 million in 2024 and 2023, respectively. The
increase of $4.5 million in 2024 is due to the larger allocation to fixed income assets. The 2023 increase
of $5.4 million is due primarily to higher interest rates.

Other income comprises rental income from the building acquired in 2023 and interest earned on bank
deposits. The increase in 2023 is due to a full year of interest earnings and the commencement of rental
income from the building. The building achieved full occupancy in 2023 and remained fully occupied
throughout 2024, contributing to the income increase in 2024.
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Deductions
Deductions include benefit payments, refunds of member contributions, and administrative expenses.

Benefits paid to retirees and beneficiaries steadily increase each year with new retirements. As of
December 31, 2024, 2023 and 2022, the numbers of retirees were 8,052, 7,802, and 7,530, respectively.

Refunds increased by $1.6 million, or 38%, from 2023 to 2024 and decreased by $1.0 million, or 20%,
from 2022 to 2023. These changes result from variation in the number of terminating members each year
(328 in 2024, 244 in 2023, and 307 in 2022).

Administrative expenses increased by 6.6% in 2024 and 26.4% in 2023. The increases were largely driven
by operating expenses of the new office building acquired in 2023 and relocation expenses in 2024.

Overall Analysis

Overall, as of December 31, 2024, net position increased by $292.0 million, or 8.9%, from the prior year;
and increased by $5.6 million, or 0.2%, over the three-year period ending December 31, 2024.

CONTRIBUTIONS AND FUNDING INFORMATION

Senate Bill 1444, enacted on May 29, 2023, amended Article 6243n and introduced significant changes
related to funding, contributions, benefits, and governance. These changes included transitioning to a
flexible actuarially determined employer contribution rate, implementing a fixed payment schedule for the
City of Austin to address the Unfunded Actuarial Accrued Liability (UAAL) within a 30-year period, and
increasing employee contributions from 8% to 9% in 2024 and to 10% in 2025. The provisions of the bill
are expected to have a significantly positive impact on the funding status of the System in future years.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the finances of the City of Austin
Employees’ Retirement System. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to City of Austin Employees’ Retirement
System, 4700 Mueller Boulevard, Suite 100, Austin, Texas 78723.
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Retirement Restoration
Plan Plan Total
Assets
Cash $ 14,738,405 20,000 14,758,405
Receivables:
Interest and dividends 5,997,861 - 5,997,861
Pending trades 51,761,053 - 51,761,053
Employer contributions 4,110,272 - 4,110,272
Member contributions 4,363,770 - 4,363,770
Other 16,213 - 16,213
Total receivables 66,249,169 - 66,249,169
Investments, at fair value:
U.S. equities 1,293,465,418 - 1,293,465,418
Developed markets equities 482,800,282 - 482,800,282
Emerging markets equities 227,045,229 - 227,045,229
Fixed income 599,369,528 - 599,369,528
Real assets 465,183,510 - 465,183,510
Multi-asset 151,567,461 - 151,567,461
Cash and equivalents 293,436,481 - 293,436,481
Total investments 3,512,867,909 - 3,512,867,909
Capital assets, net 31,593,898 - 31,593,898
Total assets 3,625,449,381 20,000 3,625,469,381
Liabilities
Accrued expenses 2,113,357 - 2,113,357
Pending trades payable 49,891,900 - 49,891,900
Refunds and death benefits payable 2,718,626 - 2,718,626
Total liabilities 54,723,883 - 54,723,883
Fiduciary net position restricted for pensions $ 3,570,725,498 20,000 3,570,745,498

See accompanying note to financial statements.
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Investments, at fair value:

U.S. equities
Developed markets equities
Emerging markets equities
Fixed income
Real assets
Multi-asset
Cash and equivalents
Total investments

1,121,394,436
468,612,797
213,962,996
527,180,065
443,223,702
130,739,028
313,459,660

Retirement Restoration
Plan Plan Total
Assets
Cash $ 19,537,740 20,000 19,557,740
Receivables:
Interest and dividends 6,692,763 - 6,692,763
Pending trades 45,989,836 - 45,989,836
Employer contributions 6,737,379 - 6,737,379
Member contributions 2,823,423 - 2,823,423
Other 84,733 - 84,733
Total receivables 62,328,134 - 62,328,134

1,121,394,436
468,612,797
213,962,996
527,180,065
443,223,702
130,739,028
313,459,660

3,218,572,684

3,218,572,684

Capital assets, net 32,527,687 - 32,527,687
Total assets 3,332,966,245 20,000 3,332,986,245

Liabilities

Accrued expenses 2,178,199 - 2,178,199

Pending trades payable 47,685,678 - 47,685,678

Refunds and death benefits payable 4,410,052 - 4,410,052
Total liabilities 54,273,929 - 54,273,929

Fiduciary net position restricted for pensions $ 3,278,692,316 20,000 3,278,712,316

See accompanying note to financial statements.
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Retirement Restoration
Plan Plan Total
Additions
Contributions:
Employer $ 183,109,821 115,374 183,225,195
Member 90,330,927 - 90,330,927
Total contributions 273,440,748 115,374 273,556,122
Investment income:
Net appreciation in fair value of investments 263,383,990 - 263,383,990
Interest 23,910,117 - 23,910,117
Dividends 33,870,661 - 33,870,661
Less: investment expenses (5,803,102) - (5,803,102)
Net investment income 315,361,666 - 315,361,666
Other income 2,856,165 - 2,856,165
Total additions 591,658,579 115,374 591,773,953
Deductions
Retirement annuities 276,455,717 115,374 276,571,091
Refunds of member contributions 5,585,195 - 5,585,195
DROP disbursements 2,057,435 - 2,057,435
Retiree lump-sum payments 3,887,510 - 3,887,510
Death benefits 2,526,950 - 2,526,950
Total benefit payments, including refunds
of member contributions 290,512,807 115,374 290,628,181
Administrative expenses 9,112,590 - 9,112,590
Total deductions 299,625,397 115,374 299,740,771
Net increase in fiduciary net position 292,033,182 - 292,033,182
Fiduciary net position restricted for pensions:
Beginning of year 3,278,692,316 20,000 3,278,712,316
End of year $ 3,570,725,498 20,000 3,570,745,498

See accompanying note to financial statements.
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Retirement Restoration
Plan Plan Total
Additions
Contributions:
Employer $ 163,839,285 97,305 163,936,590
Member 80,572,969 - 80,572,969
Total contributions 244,412,254 97,305 244,509,559
Investment income:
Net appreciation in fair value of investments 307,153,542 - 307,153,542
Interest 20,056,394 - 20,056,394
Dividends 33,208,335 - 33,208,335
Less: Investment expenses (5,315,186) - (5,315,186)
Net investment income 355,103,085 - 355,103,085
Other income 2,010,379 - 2,010,379
Total additions 601,525,718 97,305 601,623,023
Deductions
Retirement annuities 262,203,404 97,305 262,300,709
Refunds of member contributions 4,033,161 - 4,033,161
DROP disbursements 2,541,362 - 2,541,362
Retiree lump-sum payments 1,464,957 - 1,464,957
Death benefits 3,816,994 - 3,816,994
Total benefit payments, including refunds
of member contributions 274,059,878 97,305 274,157,183
Administrative expenses 8,549,285 - 8,549,285
Total deductions 282,609,163 97,305 282,706,468
Net increase in fiduciary net position 318,916,555 - 318,916,555
Fiduciary net position restricted for pensions:
Beginning of Beginning of year 2,959,775,761 20,000 2,959,795,761
End of year $ 3,278,692,316 20,000 3,278,712,316

See accompanying note to financial statements.
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NOTE 1: PLAN DESCRIPTION

A. Plan Administration

The City of Austin Employees’ Retirement System (COAERS, or the System) administers the Plan, a
single employer defined benefit pension plan that provides pensions for eligible employees of the City of
Austin.

The System was created under Article 6243n, Vernon’s Texas Civil Statutes (the Pension Statute), as
amended. The Pension Statute grants the authority to establish and amend the benefit terms to the Texas
State Legislature. Management of the Plan is vested in the eleven-member COAERS Board of Trustees,
which is composed of:

» 3 Active members elected by the active membership

» 2 Retired members elected by the retired membership

» 2 City Council appointed citizen members

* 1 Board appointed citizen member

+ 1 City Manager of the City of Austin or their designee

* 1 City Council Member

* 1 Chief Financial Officer of the City of Austin or their designee

B. Plan Membership

Participating employees include all regular, full-time employees who work at least 30 hours per week,
except for civil service firefighters and civil service police officers. On December 31, 2024 and 2023
membership consisted of the following:

Plan Membership

Inactive plan members or beneficiaries currently receiving benefits 8,052 7,802
Inactive plan members entitled to but not yet receiving benefits 4,548 4,280
Active plan members 11,783 11,197

Total plan members 24,383 23,279

c. Benefits Provided

The System provides service retirement, death, disability, and withdrawal benefits. Benefits vest with five
years of creditable service. Amember’s monthly retirement benefit is equal to an annuity multiplier applied
to the member’s highest 36-month average monthly salary of the last ten years multiplied by their years
and months of service.

Membership in the System is comprised of two benefit tiers: Group A and Group B.

Group A members are those with participation dates prior to January 1, 2012. Plan provisions continue
under the plan originated in 1941 whereby participants may retire at age 62 with 5 years of service credit,
at age 55 with 20 years of service, or at any age with 23 years of service. The annuity multiplier for Group
Ais 3.0%.
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Group B members are employees who were hired on and after January 1, 2012, with the following
provisions:

* Normal retirement eligibility at age 65 with 5 years of service credit; or at age 62 with 30 years of
service credit;

» Early reduced retirement eligibility at age 55 with 10 years of service credit;

* An annuity formula multiplier of 2.5%;

» The purchase of nonqualified permissive service (supplementary service credit) for annuity
calculations only, not for eligibility purposes.

The following apply to both Group A and Group B:

« A member may elect to retroactively participate in the System’s Backward DROP (Deferred
Retirement Option Program). This program benefits retiring employees by allowing a lump-sum
payment in lieu of additional creditable service time after reaching retirement eligibility. The
Member would receive a lump-sum payment equal to 90% of the sum of the monthly annuities
the participant would have received if the member had retired at the DROP entry date. While the
nomenclature used in the Pension Statute resembles that of an arrangement requiring additional
disclosures under GASB 67, the COAERS Backward Drop benefit is technically different.

« The lump sum death benefit payable upon the death of a retiree is $10,000.

* There is no guaranteed cost of living increase.

D. Contributions

Texas Statute sets the minimum contribution requirements of the City of Austin (employer) and active plan
members. Following the enactment of SB1444 in 2023, the actuarially determined employer contribution
(ADEC) rate for 2024 was 8.68%. Additionally, to address the Unfunded Actuarial Accrued Liability (UAAL)
over 30 years, the City of Austin made an initial fixed payment of $98,896,162. Employees contributed 9%
of their base compensation. For the year ended December 31, 2023, state law mandated a 19% employer
contribution and an 8% employee contribution.

Under the terms of the Plan, the System’s employees obtain membership and contribute to the Plan on
the same basis as City employees. Since there is only one Plan, all actuarial calculations are provided on
an aggregate basis.

The System participates in the Proportionate Retirement Program through which a member of the System
may meet requirements for service retirement eligibility by combining COAERS membership service with
service credit from the following participating entities: City of Austin Police Retirement System, the City of
El Paso Employees’ Pension Fund and Firemen and Policemen’s Pension Fund, Employees Retirement
System of Texas, Judicial Retirement System of Texas | & Il, Texas Municipal Retirement System,
Texas County and District Retirement System, Teacher Retirement System of Texas, or any other Texas
retirement system covering municipal employees that have qualified plans and have elected to participate
in the Proportionate Retirement Program. A limited proportionate service arrangement was established in
2007 between COAERS and individuals who have membership in a retirement system within the Travis
County Healthcare District.

E. Restoration Plan

On November 23, 1999, the Board adopted a resolution to establish a “Restoration of Retirement Income
Plan for Certain Participants in the City of Austin Employees’ Retirement System” (Restoration Plan)
effective January 1, 2000.
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This Restoration Plan is intended to be a “qualified governmental excess benefit arrangement” within
the meaning of Section 415(m) of the Internal Revenue Code, and shall be construed, interpreted, and
administered in accordance with such provision. The Restoration Plan shall be administered as an
unfunded plan, which is not intended to meet the qualification requirements of Section 401 of the Internal
Revenue Code. Eligible members are those whose pension or pension related benefits under the Plan
are limited due to the provision of Section 415(m) of the Internal Revenue Code.

All benefits payable under this Restoration Plan shall be paid by the City of Austin Employees’ Retirement
System from contributions provided by the employer and not from the Fund or any other trust unless such
trust is maintained solely for the purpose of providing benefits from this Restoration Plan. No contribution
receivable is due for the years ended December 31, 2024, and 2023 for the Restoration Plan. Assets
remaining in this plan as of December 31, 2024, and 2023, were $20,000.

On December 31, 2024 and 2023, membership in the Restoration Plan included the following:

Plan Membership

Retirees and beneficiaries currently receiving benefits 9 15

F. Other Information

The System is required by the state statute to maintain two separate funds in its internal accounting
records. The first fund, defined in the statute as “Fund 17, shall be maintained to account for all accumulated
deposits (contributions and interest) of Members who have not withdrawn from the System. The second
fund, defined as “Fund 27, shall be maintained to account for all other assets of the System. COAERS has
created “Fund 3” to account for accumulated contributions by the employer for the Restoration Plan. On
December 31, 2024, the balances of Fund 1, Fund 2, and Fund 3 were $747,693,517, $2,823,031,981,
and $20,000, respectively. On December 31, 2023, the balances of Fund 1, Fund 2, and Fund 3 were
$684,851,187, $2,593,841,129, and $20,000, respectively.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The System is not included in any other governmental “reporting entity” as defined by the Governmental
Accounting Standards Board (GASB). The System has no component units and is not a component unit
of any other entity.

A. Basis of Accounting

The System’s financial statements are prepared using the accrual basis of accounting. Revenue
is recorded when earned and expenses are recorded when incurred, regardless of when payment is
made. Contributions are recognized when due pursuant to formal commitments, as well as statutory or
contractual requirements; accordingly, contributions are recognized as revenues in the period in which the
employer reports compensation for their employees. Benefits and refunds are recognized when due and
payable in accordance with the terms of the Plan.

B. Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

c. Investments
Plan investments are reported at fair value. Fair value is the amount at which an investment could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale.

Fair values of equity and fixed income securities are based on independent pricing services. Cash and
short-term investment funds are reported at cost, which approximates fair value. Investments denominated
in a foreign currency are reported in U.S. dollars at current exchange rates. Investments that do not have
an established market are valued based on the net asset value provided by independent audits.

The System’s pooled investments include collective investment trusts, mutual funds, and limited
partnerships. These pooled investments are priced at the net asset value per share by the fund
administrators or general partners, and pricing of securities and financial instruments is according to each
fund's established framework.

Investment income is recognized in the period earned, and purchases and sales of investments are
recorded on a trade-date basis with realized gains and losses calculated at average cost. Net appreciation/
depreciation in Plan investments includes both realized and unrealized gains and losses.

It is possible that changes in the values of investments will occur in the near term and that such changes
could materially affect the amounts reported in the financial statements.

D. Contributions Receivable
Member and employer contributions that were not deposited with the System by year end are reported as
contributions receivable.
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E. Capital Assets

Capital assets are reported at cost less accumulated depreciation. The System capitalizes assets
purchased with a cost greater than $5,000. Depreciation is computed using the straight-line method over
the assets’ estimated useful lives. Furniture and equipment are scheduled with useful lives from three to
ten years, while building and building improvements are scheduled with useful lives from 20 to 40 years.

F. Administrative Expenses
Costs for the operation and administration of COAERS are funded through Plan contributions. The
calculation of actuarially determined contribution rates includes expected administration expenses.

NOTE 3: DEPOSITS AND INVESTMENTS

A. Investment Policy and Strategic Asset Allocation

The Board adopted an Investment Policy Statement (IPS) to establish the objectives and policies of
the System’s investment program and set forth guidelines and procedures for the management of
System investments. The Board’s Investment Implementation Policy (IIP) provides specific guidelines
for the implementation of the IPS. These policies are incorporated by reference into every investment
management agreement. The System’s Board, in accordance with the power and authority conferred
under the Texas Statutes, has designated The Bank of New York Mellon as the master custodian of the
investment assets of the System.

The Board’s general investment objective is to accumulate the financial reserves necessary to provide
benefits to eligible members of the System and their beneficiaries. To achieve this outcome, the Fund is
structured to obtain a reasonable long-term total return consistent with the degree of risk assumed, while
emphasizing the preservation of capital. There were no changes to the IPS or IIP that were effective
during the year ending December 31, 2024.

The Board-approved Strategic Asset Allocation (SAA) as of December 31, 2024 and 2023, which
establishes neutral weights for the appropriate asset types, follows:

Asset Class Neutral %

Global Equity 56.0%
U.S. Equity 34.0%
Developed Markets Equity 16.0%
Emerging Markets Equity 6.0%

Fixed Income 21.0%
U.S. Treasuries 13.0%
U.S. Mortgages 4.0%
U.S. Credit 4.0%

Real Assets 15.0%
Real Estate Equity 10.0%
Infrastructure Equity 5.0%

Multi-Asset 7.0%
Asset Allocation 5.0%
Commodities and Other 2.0%

Cash & Equivalents 1.0%
U.S. Dollar Instruments 1.0%
Other Currencies 0.0%
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B. Investment Returns

For the years ending December 31, 2024 and 2023, the annual money-weighted rates of return on System
investments net of pension plan investment expenses were 9.86% and 12.31%, respectively. The money-
weighted rate of return expresses investment performance, net of investment expenses, adjusted for the
changing amounts actually invested.

c. Cash and Deposits

Cash and deposits are maintained in demand deposit accounts under the terms of a depository contract.
As of December 31, 2024 and 2023, the System’s depository bank balances were $15,002,666 and
$20,146,141, respectively, with carrying amounts of $14,758,405, and $19,557,740, respectively.

D. Deposit and Investment Risks
Investments are exposed to various risks, including custodial credit risk, concentration of credit risk,
interest rate risk, credit risk, and foreign currency risk.

Custodial Credit Risk

Custodial credit risk for is the risk that, in the event of the failure of the counterparty to a transaction,
the System will not be able to recover deposits or the value of its investment or collateral securities
that are in the possession of an outside party.

COAERS operating bank account deposits are not subject to custodial credit risk as the System’s
depository account balances, in excess of Federal Deposit Insurance Corporation (FDIC) insured
amounts, are backed by U.S. government securities pledged as collateral. The fair value of collateral
was $38,432,726 and $42,266,768 at December 31, 2024 and 2023, respectively.

Investment securities are exposed to custodial risk if the securities are uninsured, are not registered
in the name of the System, and/or are not held by the counterparty in the System’s name. As of
December 31, 2024 and 2023, the System’s investment securities are held by the System’s custodial
bank in the System’s name.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of the System’s investment in
a single issuer. As of December 31, 2024 and 2023, the System did not have investments in a single
issuer exceeding 5% of the fair value of Plan investments.

Investment guidelines require that the investment portfolio be broadly diversified to minimize the risk
of large losses from individual securities. No more than 3% of COAERS investments, at fair value,
may be invested in a single corporation; and Plan assets shall not include more than 5% of any class
of voting securities of any one public corporation.

The following additional restrictions apply to System investments by asset class as of December 31,
2024 and 2023:

Global Equity
* No single company’s securities shall represent more than 6% of the fair value of any manager’s
portfolio.
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Fixed Income

* No single issuer’s securities shall represent more than 6% of the fair value of the investment
portfolio. This restriction also applies to asset-backed securities, non-agency mortgage-backed
securities (including commercial mortgage-backed securities) and taxable municipal securities.
This restriction does not apply to any agency mortgage-backed securities (including agency
commercial mortgage-backed securities).

» The total holdings of a federal agency issued mortgage-backed security of the same coupon and
maturity series of the same agency (i.e., issuance by issuance as identified by the same CUSIP)
shall not exceed 20% of the investment portfolio at fair value.

» The direct debt of the U.S. government (Treasury bonds, TIPS, bills, and notes) and its agencies
(including any mortgage-backed securities issued or guaranteed by GNMA, FNMA and FHLMC)
shall not be restricted as a percentage of the portfolio.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The System’s policies regarding interest rate risk do not explicitly limit maturities of
investments by type but do require fixed income managers to disclose the credit exposure and
duration of their portfolios in their quarterly reports. The System monitors the Fund level interest rate
risk primarily using duration, which is a widely used measure of interest rate sensitivity. Mortgage
obligations are sensitive to changes in prepayments that may arise from a change in interest rates.

The effective duration of fixed income securities as of December 31, 2024 and 2023, is presented below.

Investment tvbe 2024 Effective

yp Fair value Duration
Corporate bonds $ 86,789,846 5.94
Government bonds 371,602,098 4.86
Agency mortgage-backed securities 71,973,913 5.68
$ 530,365,857 5.15

Investment tvbe 2023 Effective

yp Fair value Duration
Corporate bonds $ 84,561,188 6.82
Government bonds 371,221,110 5.38
Agency mortgage-backed securities 71,397,767 5.94
$ 527,180,065 5.67
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Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations
to the System. To control credit risk, credit quality guidelines are incorporated into the IPS and IIP as
follows:

» Fixed income securities shall not be rated lower than investment grade (Baa3 by Moody’s or BBB
by Standard & Poor’s or Fitch) by any of the three designated rating agencies unless authorization
is granted to a Manager by the Board, or the mandate provided to a Manager specifies otherwise.

» Split-rated securities, in which the middle rating is below investment grade shall not comprise more
than 5% of the fair value of any manager’s portfolio unless specific authority has been granted.

* The issues of individual entities rated AAA to Aa3 (Moody’s) or AA- (Standard & Poor’s and Fitch)
may have a 7% position at fair value.

» Issues of individual entities rated below Aa3 (Moody’s) or AA- (Standard & Poor’s and Fitch) may
have a 3% position at fair value.

» The ratings criteria and percentage limit requirements do not apply to direct obligations of the U.S.
Government and its agencies (including GNMA, FNMA and FHLMC) as defined in the Permissible
Investments section of the Board’'s IIP, but the securities issued by any one issuer shall not
otherwise, in the aggregate, exceed the foregoing limitations.

+ If specific managers are given latitude to invest in securities issued by non-U.S. entities, the same
quality restrictions apply.

* Money market instruments shall have a minimum quality rating comparable to an A3 (Moody’s) or
A- (Standard & Poor’s and Fitch) bond rating and commercial paper shall be rated A1/P1 unless
held in a diversified short term commingled fund.

The quality ratings of investments in fixed income securities as determined by nationally recognized
statistical rating organizations on December 31, 2024 and 2023, are as follows:

2024 S&P average quality rating

Fixed income securities .
Fair value

Fixed income securities subject to credit risk:

Corporate bonds $ 86,789,846 - 86,789,846
Agency mortgage-backed securities 71,973,913 71,973,913 -
Total fixed income securities subject to credit risk 158,763,759 71,973,913 86,789,846
U.S. government bonds and futures * 371,602,098
Total fixed income $ 530,365,857

*Obligations of the U.S. government or obligations explicitly guaranteed by the U.S. government are not considered
to have credit risk and do not have purchase limitations.

2023 S&P average quality rating

Fixed income securities .
Fair value

Fixed income securities subject to credit risk:

Corporate bonds $ 84,561,188 - 84,561,188
Agency mortgage-backed securities 71,397,767 71,397,767 -
Total fixed income securities subject to credit risk 155,958,955 71,397,767 84,561,188
U.S. government bonds and futures * 371,221,110
Total fixed income $ 527,180,065

*Obligations of the U.S. government or obligations explicitly guaranteed by the U.S. government are not considered
to have credit risk and do not have purchase limitations.
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Foreign Currency Risk
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of
an investment or a deposit.

The System’s exposure to currency risk, or exchange rate risk, primarily resides within the System’s
international equity investment holdings and foreign currency forwards. The System’s Investment
Policy allows its active managers to hedge the currency risk in their respective portfolios.

The System’s exposure to foreign currency risk includes the following international investments as of
December 31, 2024 and 2023:

Currency SR Equity 2024
Cash Equivalents Fair value
Australian Dollar 109,034 22,083,619 22,192,653
Canadian Dollar 26,365 22,818,616 22,844,981
Danish Krone - 9,391,857 9,391,857
Euro 350,441 102,031,057 102,381,498
Hong Kong Dollar 593 8,903,162 8,903,755
Japanese Yen 36,259,484 41,101,242 77,360,726
New Zealand Dollar 214 525,368 525,582
Norwegian Krone 11 1,238,922 1,238,933
UK Pound Sterling 615,657 124,125,571 124,741,228
Singapore Dollar 58 3,274,188 3,274,246
Swedish Krona - 3,127,166 3,127,166
Swiss Franc 281 20,658,490 20,658,771
Total 37,362,138 359,279,258 396,641,396
Currency LRI Equity .2023
Cash Equivalents Fair value
Australian Dollar 238,786 18,267,138 18,505,924
Canadian Dollar 41,299 21,479,416 21,520,715
Danish Krone - 12,155,977 12,155,977
Euro 2,081,382 95,290,280 97,371,662
Hong Kong Dollar 368 9,308,892 9,309,260
Japanese Yen 46,467,209 46,699,332 93,166,541
New Zealand Dollar 350 428,276 428,626
Norwegian Krone 120,285 1,557,500 1,677,785
UK Pound Sterling 1,845,421 112,231,094 114,076,515
Singapore Dollar 211 3,992,210 3,992,421
Swedish Krona - 3,427,445 3,427,445
Swiss Franc 612 24,601,589 24,602,201
Total 50,795,923 349,439,149 400,235,072
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The System’s exposure to foreign currency risk also includes foreign currency transactions that are
included in trades pending settlement as of December 31, 2024 and 2023:

Currency 2024 2023
Fair value Fair value
Australian Dollar $ 390,684 426,469
Euro Currency - 331,395
Japanese Yen (36,506,074) (46,668,292)
Pound Sterling - (426,254)
S (36,115,390) (46,336,682)

NOTE 4: FAIR VALUE MEASUREMENT

In accordance with GASB Statement No. 72, COAERS categorizes the fair value measurements of its
investments within a hierarchy as established by Generally Accepted Accounting Principles. Fair value
measurements are classified as Level 1, Level 2, or Level 3, based on the inputs utilized to establish fair
value:

Level 1 inputs are based on quoted prices (unadjusted) in active markets for identical assets or
liabilities in active markets that an entity can access at the measurement date.

Level 2 inputs (other than quoted prices included within Level 1) are observable for similar assets or
liabilities, either directly or indirectly. These include quoted prices of securities that are comparable in
coupon, rating, maturity and industry. Inputs other than observable quoted prices take into account
operational, market, financial and non-financial factors (interest rates, yield curves, credit risk, and
default rates) or other market corroborated inputs that are observable at commonly quoted intervals
for the full term of the investment.

Level 3 inputs are developed by the reporting entity based on unobservable inputs for an asset or
liability.

The categorization of investments described above is based solely upon the objectivity of the inputs used,
to reflect their relative reliability in the measurement of an investment’s fair value and does not reflect the
level of risk associated with the investment.

All equities securities, which include U.S., International, Emerging Markets, Real Estate Investment
Trusts, and Infrastructure, are classified in Level 1 of the fair value hierarchy as these are valued using
quoted prices in active markets for those investments. Futures contracts traded in active markets are also
classified as Level 1.

The investments classified in Level 2 of the fair value hierarchy have available prices but are not traded
in an active market. Certain fixed income securities and options contracts fall into this category. Collective
Trusts are also classified as Level 2 based on daily liquidity available at a single NAV.

For investments in certain entities that calculate net asset value and do not have readily determinable
fair values, fair value reporting is permitted based on the NAV per share (or its equivalent) as a practical
expedient, where certain conditions are met. These investments are not included in the leveling hierarchy.

COAERS investments have the following fair value measurements as of December 31, 2024 and 2023,
respectively.
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2024 fair value measurements using

Total investments measured at fair value level

Investments measured at cost:
Cash and equivalents
U.S. Dollar
Foreign currency
Total investments measured at cost

Investments measured at NAV:
Infrastructure limited partnership
Private credit limited partnership

Total investments measured at NAV

Total investments

Other items reported at fair value level:
Foreign currency forwards (assets)
Foreign currency forwards (liabilities)

Quoted prices in  Significant other Significant
active markets for observable unobservable
identical assets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Investments at fair value level:
Global equities
U.S. equities
U.S. equity securities $ 600,405,247 600,405,247 - -
U.S. equity collective trust 693,060,171 - 693,060,171 -
1,293,465,418 600,405,247 693,060,171 -
Developed markets equities
Developed markets equity securities 324,018,564 324,018,564 - -
Developed markets equity collective trust 158,781,718 - 158,781,718 -
482,800,282 324,018,564 158,781,718 -
Emerging markets equities
Emerging markets collective trust 89,685,919 - 89,685,919 -
Emerging markets equity mutual fund 137,359,310 137,359,310 - -
227,045,229 137,359,310 89,685,919 -
Fixed income
Corporate bonds 86,789,846 - 86,789,846 -
Government bonds and futures 371,602,098 52,216,718 319,385,380 -
Agency mortgage-backed securities 71,973,913 - 71,973,913 -
530,365,857 52,216,718 478,149,139 -
Real assets
Real estate equity
U.S. REITS 127,917,591 127,917,591 - -
Real estate institutional collective trust 161,321,468 - 161,321,468 -
Infrastructure & other
U.S. equities 39,400,215 39,400,215 - -
International equities 35,260,694 35,260,694 - -
363,899,968 202,578,500 161,321,468 -
Multi-asset
Asset allocation index fund 99,879,553 99,879,553 - -
Commodities & other 51,687,908 51,687,908 - -
151,567,461 151,567,461 - -
Cash and equivalents
U.S. Dollar 218,178,511 58,214,796 159,963,715 -
Foreign currency 36,259,136 - 36,259,136 -
254,437,647 58,214,796 196,222,851 -

3,303,581,862

1,526,360,596

1,777,221,266

37,895,832
1,103,002

38,998,834

101,283,542
69,003,671

170,287,213

$ 3,512,867,909

$ 51,717,248
$  (49,838,195)

51,717,248
(49,838,195)
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2023 fair value measurements using

Total investments measured at fair value level

Investments measured at cost:
Cash and equivalents
U.S. Dollar
Foreign currency

Investments measured at NAV:
Infrastructure
Infrastructure limited partnership

Total investments

Other items reported at fair value level:
Foreign currency forwards (assets)
Foreign currency forwards (liabilities)

Quoted prices in  Significant other Significant
active markets for observable unobservable
identical assets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Investments measured at fair value level:
Global equities
U.S. equities
U.S. equity securities $ 895,909,683 895,909,683 - -
U.S. equity collective trust 225,484,753 - 225,484,753 -
1,121,394,436 895,909,683 225,484,753 -
Developed markets equities
Developed markets equity securities 393,395,806 393,395,806 - -
Developed markets equity collective trust 75,216,991 - 75,216,991 -
468,612,797 393,395,806 75,216,991 -
Emerging markets equities
Emerging markets equity securities 8,129,205 8,129,205 - -
Emerging markets collective trust 76,297,605 - 76,297,605 -
Emerging markets equity mutual fund 129,536,186 129,536,186 - -
213,962,996 137,665,391 76,297,605 -
Fixed income
Corporate bonds 84,561,188 - 84,561,188 -
Government bonds and futures 371,221,110 60,536,645 310,684,465 -
Agency mortgage-backed securities 71,397,767 - 71,397,767 -
527,180,065 60,536,645 466,643,420 -
Real assets
Real estate equity
U.S. REITS 116,519,339 116,519,339 - -
Real estate institutional collective trust 164,470,378 - 164,470,378 -
Infrastructure & other
U.S. equities 34,649,622 34,649,622 - -
International equities 31,894,495 31,894,495 - -
347,533,834 183,063,456 164,470,378 -
Multi-asset
Asset allocation 90,193,941 90,193,941 - -
Commodities & other 40,545,087 40,545,087 - -
130,739,028 130,739,028 - -
Cash and equivalents
U.S. Dollar 193,159,462 57,568,904 135,590,558 -
Foreign currency 46,466,932 - 46,466,932 -
239,626,394 57,568,904 182,057,490 -

3,049,049,550

1,858,878,913

1,190,170,637

69,504,275
4,328,991

73,833,266

95,689,868

$ 3,218,572,684

$ 45,813,039
$  (47,426,373)

45,813,039
(47,426,373)
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COAERS values its private market investments based on the investment funds’ financial statements and
the System’s ownership. Private market investments may have provisions that can impact liquidity. The
table below presents the unfunded commitments, redemption frequency, and the required redemption
notice periods for each investment.

Investments measured at the net asset value (NAV)

2024 2023
Fair value Unfunded Fair value Unfunded Redemption Redemption
commitments commitments frequency notice period
Infrastructure limited partnership $ 101,283,542 - 95,689,868 - Quarterly 90 days
After each 3-year
Private credit limited partnership 69,003,671 21,600,000 - - reinvestment period 180 days
$ 170,287,213 21,600,000 95,689,868

IFM’s Global Infrastructure Fund invests in core infrastructure assets in developed markets. The
investment in the fund is through a Delaware limited partnership, which offers quarterly redemptions with
a 90-day notice.

Blue Owl’s private credit limited partnership invests in middle market direct lending. The investment seeks
to generate income in the form of interest earnings and appreciation, while preserving capital. Beginning
December 31, 2025, investors may terminate at the end of each 3-year reinvestment period with a 180-
day withdrawal notice.
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NOTE 5: DERIVATIVES

Derivative instruments are financial contracts whose values depend on the values of one or more underlying
assets, reference rates, or financial indexes. The System’s IPS gives investment managers the ability to
utilize certain derivatives to manage risk or to more efficiently implement investment strategies. Allowable
derivatives include futures, forwards, structured notes, and options. Counterparties must maintain an A+
credit rating. COAERS derivatives at December 31, 2024 and 2023 are as follows:

Derivatives 2024 Change in Notional
Fair Value Fair Value Value
U.S. Treasury futures $  (2,339,906) (2,339,906) 69,248,500
Commodity futures (354,310) (354,310) (59,451,800)
Equity index futures (1,208,603) (1,208,603) 63,512,525
Equity index options 275,940 (697,083) -
Foreign currency forwards 1,879,053 1,879,053 -
$ (1,747,826) (2,720,849) 73,309,225
Derivatives 2023 Change in Notional
Fair Value Fair Value Value
U.S. Treasury futures $ 5,047,407 5,047,407 55,441,406
Commodity futures (2,246,910)  (2,246,910) (60,082,200)
Equity index futures 5,628,132 5,628,132 161,642,620
Foreign currency futures (836,564) (836,564) (33,010,990)
Equity index options 996,300 576,083 -
Foreign currency forwards (1,613,334) (1,613,334) -
$ 6,975,031 6,554,814 123,990,836

Futures and Options

COAERS investments in futures and options are reported at fair value and classified as investments on the
Statement of Fiduciary Net Position; changes in fair value are included in net appreciation (depreciation)
in the fair value of investments on the Statement of Changes in Fiduciary Net Position.

Foreign Currency Forwards

The System periodically invests in foreign currency forwards to hedge the value of a portion of its
investments denominated in foreign currencies. Currency forwards are an agreement between the
System and a counterparty to exchange a specific amount of currency, at a specific rate, and on a specific
date. The System’s forward contracts are classified as pending trades on the Statement of Fiduciary
Net Position, and changes in fair value are included in net appreciation/depreciation in the fair value of
investments on the Statement of Changes in Fiduciary Net Position.
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NOTE 6: CAPITAL ASSETS

The following summarizes the capital asset account balances as of December 31, 2024 and December
31, 2023, and changes to the accounts during the years then ended:

e Additions Disposals lelee Additions Disposals IR
12/31/2022 12/31/2023 12/31/2024

Capital assets not being depreciated:

Land $ - 8,625,000 - 8,625,000 - - 8,625,000
Capital assets being depreciated:

Furniture and equipment 6,774,866 117,014 - 6,891,880 98,198 (122,888) 6,867,190

Building and improvements - 21,483,768 - 21,483,768 228,466 - 21,712,234

Total 6,774,866 21,600,782 - 28,375,648 326,664 (122,888) 28,579,424
Less accumulated depreciation:

Furniture and equipment 3,371,477 662,129 - 4,033,606 656,636 (122,888) 4,567,354

Building and improvements - 439,355 - 439,355 603,817 - 1,043,172

Total 3,371,477 1,101,484 - 4,472,961 1,260,453 (122,888) 5,610,526

Total capital assets, net of

accumulated depreciation $ 3,403,389 29,124,298 - 32,527,687 (933,789) - 31,593,898

NOTE 7: FEDERAL INCOME TAXES

The Plan is a Public Employee Retirement System and is exempt from federal income taxes. A favorable
determination letter from the Internal Revenue Service was issued in February 2014.

NOTE 8: RISK MANAGEMENT

The System is exposed to various risks of loss related to torts; errors; omission; theft of, damage to, and
destruction of assets; and natural disasters. The risk of loss for such events is transferred through the
purchase of various commercial insurance policies. Insurance for workers compensation is maintained
in accordance with Texas state law. Management has in place a system of managing risk and reporting
mitigation activities to the Board periodically.
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NOTE 9: NET PENSION LIABILITY

The net pension liability is measured as the total pension liability, less the amount of the pension plan’s
fiduciary net position. In actuarial terms, this will be the accrued liability less the fair value of assets. The
fair value of assets differs from the smoothed actuarial value of assets that is used by the actuary to
calculate the employer’s contribution requirement.

The components of COAERS’ net pension liability on December 31, 2024 and December 31, 2023 are
as follows:

Schedule of Net Pension Liability

Plan Fiduciary
Net Position as a

Percentage of

Year Ending Total Pension Plan Fiduciary Net Pension Total Pension

December 31 Liability Net Position Liability Liability
2024 $5,957,378,923 $ 3,570,725,498 $ 2,386,653,425 59.94%
2023 $5,617,502,302 $ 3,278,692,316 $ 2,338,809,986 58.37%

This information is also presented as Required Supplementary Information in the Schedule of Changes
in the Net Pension Liability and Related Ratios, which presents ten-year trend information illustrating
changes in the plan's fiduciary net position over time, relative to the total pension liability.

A. Assumptions and Actuarial Methods

The total pension liability was determined by an actuarial valuation as of December 31, 2024, and
measurement date of December 31, 2024. The assumptions and methods, summarized below, were
adopted by the Board of Trustees based on the experience investigation that covered the five-year period
from January 1, 2019 through December 31, 2023.

Inflation 2.50%

Salary increases 3.75% 10 6.50%

Investment Rate of Return 6.75%

Retirement Age Experience-based table of rates that are gender specific.

Last updated for the December 31, 2024 valuation pursuant
to an experience study of the 5-year period ending December
31, 2023.

Mortality PubG-2010 Healthy Retiree Mortality Table (for General
employees) with full generational projection assuming
immediate convergence of rates in the mortality projection
scale MP-2021. Mortality improvement is projected from the
mortality table’s base year of 2010.

Other Information The Plan does not require regular ad hoc post-employment
benefits, and none have been made since 2002.
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B. Single Discount Rate

For 2024, the single discount rate was 6.75%. This single discount rate was based on the actuarial
assumed long-term expected rate of return of 6.75% and the municipal bond rate of 4.08%. The projection
of cash flows used to determine this single discount rate assumed that plan member contributions and
employer contributions will be made in accordance with the actuarial determined contributions as specified
by statute. Based on these assumptions, the pension plan’s fiduciary net position was projected to be
sufficient to finance the projected future benefit payments of current plan members. As a result, the long-
term expected rate of return on pension plan investments was applied to projected benefit payments.

For 2023, the single discount rate was 6.75%. This single discount rate was based on the actuarial
assumed long-term expected rate of return of 6.75% and the municipal bond rate of 3.77%. The projection
of cash flows used to determine this single discount rate assumed that plan member contributions and
employer contributions will be made in accordance with the actuarial determined contributions as specified
by statute. Based on these assumptions, the pension plan’s fiduciary net position was projected to be
sufficient to finance the projected future benefit payments of current plan members. As a result, the long-
term expected rate of return on pension plan investments was applied to projected benefit payments.

Long-Term Expected Real Rate of Return

Asset Class 2024 2023

Global equities 7.13% 5.35%
Fixed income 2.07% 1.50%
Real assets 7.44% 4.58%
Multi-asset 4.97% 4.37%
Cash & equivalents -0.29% 0.00%

The real rate of return reflects investment performance after adjusting for inflation. In 2023, RVK provided arithmetic
return estimates based on a 2.50% inflation assumption. For 2024, Meketa used arithmetic estimates with a 2.80%
inflation expectation.

c. Sensitivity of the Net Pension Liability to Changes in the Discount Rate

Regarding the sensitivity of the net pension liability to changes in the Single Discount Rate, the following
presents the plan’s net pension liability, calculated using a Single Discount Rate of 6.75%, as well as
what the plan’s net pension liability would be if it were calculated using a Single Discount Rate that is one
percent lower or one percent higher:

Sensitivity of Net Pension Liability to the Single Discount Rate Assumption

Current Single
Discount Rate

1% Decrease Assumption 1% Increase
5.75% 6.75% 7.75%

$ 3,150,541,059 $ 2,386,653,425 $ 1,758,727,736
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Schedule of Changes in the Net Pension Liability and Related Ratios

Fiscal year ending December 31, 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
Total Pension Liability
Service Cost $ 165,722,406 $ 175911653 § 132,573,978 § 122,860,286 § 121,881,354 § 117635215 § 111,438,032 § 107,767,510 $ 107,111,330 $ 93,506,590
Interest on the Total Pension Liability 374,969,729 342,517,697 335,216,455 324,735,713 310,318,953 295,341,490 281,403,651 266,257,048 251,684,051 236,843,912
Benefit Changes - (5,148,592) - - - - - - - -
Difference between Expected and Actual

Experience 84,183,926 122,135,399 60,429,133 (11,910,396) 12,524,483 23,671,597 1,882,436 22,754,618 19,913,690 13,413,789
Assumption Changes 5,513,367 (627,982,561) 588,186,779 142,269,829 - 279,897,169 - - 123,493,165
Benefit Payments (284,927,612) (270,026,717) (259,245,111) (242,860,638) (227,737,284) (213,956,372) (198,846,376) (186,286,855) (175,218,095) (165,464,616)
Refunds (5,585,195) (4,033,161) (5,075,851) (4,266,759) (3,656,402) (4,265,174) (4,140,909) (4,045,324) (3,910,786) (4,052,436)
Net Change in Total Pension Liability 339,876,621 (266,626,282) 852,085,383 330,828,035 213,331,104 498,323,925 191,736,834 206,446,997 199,580,190 297,740,404
Total Pension Liability - Beginning 5,617,502,302 5,884,128,584  5,032,043,201  4,701,215166  4,487,884,062  3,989,560,137  3,797,823,303  3,591,376,306  3,391,796,116  3,094,055,712
Total Pension Liability - Ending (a) $ 5,957,378,923  §5,617,502,302 § 5,884,128,584 § 5,032,043,201 § 4,701,215,166 § 4,487,884,062 § 3,989,560,137 § 3,797,823,303 $ 3,591,376,306 $ 3,391,796,116
Plan Fiduciary Net Position
Employer Contributions § 183,109,821 § 163,839,285 § 146,618,486 § 141218720 § 130,742,811 § 123,609,683 § 116485749 § 110,846,582 § 104,272,794 § 100,484,694
Employee Contributions 90,330,927 80,572,969 69,189,012 66,819,864 71,469,702 63,626,285 58,713,327 56,193,592 60,801,253 54,065,793
Pension Plan Net Investment Income 316,278,755 357,113,464 (550,086,981) 411,209,611 307,289,216 503,853,505 (157,242,103) 376,820,025 171,640,015 (47,607,661)
Benefit Payments (284,927,612) (270,026,717) (259,245,111) (242,860,638) (227,737,284) (213,956,372) (198,846,376) (186,286,855) (175,218,096) (165,464,616)
Refunds (5,585,195) (4,033,161) (5,075,851) (4,266,759) (3,656,402) (4,265,174) (4,140,909) (4,045,324) (3,910,786) (4,052,436)
Pension Plan Administrative Expense (9,112,590) (8,549,285) (6,763,638) (6,528,499) (6,594,536) (6,218,288) (4,024,367) (2,778,290) (2,700,916) (2,421,331)
Other 1,939,076 - - 962 - - - - - -
Net Change in Plan Fiduciary Net Position 292,033,182 318,916,555 (605,364,083) 365,593,261 271,513,507 466,649,639 (189,054,679) 350,749,730 154,884,264 (64,995,557)
Plan Fiduciary Net Position - Beginning 3,278,692,316 2,959,775,761 3,565,139,844  3,199,546,583  2,928,033,076  2,461,383437  2,650,438,116  2,299,688,386  2,144,804,122  2,209,799,679
Plan Fiduciary Net Position - Ending (b) $ 3,570,725498 §$3,278,692,316 §2,959,775,761 §$ 3,565,139,844 § 3,199,546,583 § 2,928,033,076 §$ 2,461,383,437 § 2,650,438,116 $ 2,299,688,386 § 2,144,804,122
Net Pension Liability - Ending (a) - (b) $2,386,653,425 $2,338,809,986 §2,924,352,823 § 1,466,903,357 §$ 1,501,668,583 § 1,559,850,986 §$ 1,528,176,700 § 1,147,385,187 §$ 1,291,687,920 $ 1,246,991,994
Plan Fiduciary Net Position as a Percentage

of Total Pension Liability 59.94% 58.37% 50.30% 70.85% 68.06% 65.24% 61.70% 69.79% 64.03% 63.24%
Covered Payroll 971,978,921 § 862,312,026 $§ 771676242 § 743256421 § 726348950 § 686,720,461 $ 647,143,050 § 615814,344 § 579,293294 § 558,248,300
Net Pension Liability as a Percentage

of Covered Payroll 245.55% 271.23% 378.96% 197.36% 206.74% 227.14% 236.14% 186.32% 222.98% 223.38%

See accompanying Independent Auditors' report

Notes to Schedule:
1) Covered payroll is imputed from the actual employer contributions during the calendar year.
2)  Actuarial assumptions changes, by year presented:
2015 - The investment return decreased to 7.5%; inflation decreased to 2.75%; rate of salary increase range changed to 4.00% - 6.25%; retirement age experience-based table updated; mortality changed to the
RP-2014 Mortality Table with Blue Collar Adjustments and generational mortality improvements.
2016 to 2018 - No assumption changes.
2019 - The investment return decreased to 7.0%; inflation decreased to 2.5%; rate of salary increase range changed to 3.50% - 5.75%; retirement age experience-based table updated; mortality tables changed to
the PubG-2010 Healthy Retiree Mortality Table with full generational projection.
2020 - No assumption changes.
2021 - The investment return decreased to 6.75%.
2022 - The investment return assumption of 6.75% remained, however, because the pension plan's fiduciary net position was only expected to be available through 2057, the actuarial assumed rate of return was
blended with the municipal bond rte of 4.05% to produce a Single Discount Rate of 5.87%.
2023 - The investment return assumption of 6.75% was applied to all projected benefit payments.
2024 - The projection scale for generational mortality improvement was updated to the ultimate MP 2021 Scale. Wage inflation increased to 3.75% - 6.50%.
3)  Other additions in 2024 represent rental income earned. Interest earned on the depository bank accounts is included with Pension Plan Net Investment Income.
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Schedule of Contributions

Actuarially Contribution
FY Ending Determined Actual Deficiency Covered Actual Contribution as a %
December 31 Contribution Contribution (Excess) Payroll of Covered Payroll
2015 $ 98,419,175 § 100,484,694 § (2,065,519) 558,248,300 18.00%
2016 114,931,790 104,272,793 10,658,997 579,293,294 18.00%
2017 120,761,193 110,846,582 9,914,611 615,814,344 18.00%
2018 125,092,752 116,485,749 8,607,003 647,143,050 18.00%
2019 133,017,753 123,609,683 9,408,070 686,720,461 18.00%
2020 156,528,199 130,742,811 25,785,388 726,348,950 18.00%
2021 156,232,500 141,218,720 15,013,780 743,256,421 19.00%
2022 168,842,762 146,618,486 22,224,276 771,676,242 19.00%
2023 197,555,685 163,839,285 33,716,400 862,312,026 19.00%
2024 183,109,821 183,109,821 - 971,978,921 18.84%

Note: Prior to 2024, members and employers contributed based on statutorily fixed or negotiated rates. Beginning with 2024,
employer contribution rates are determined actuarially. The rates for 2024 were determined by the Risk Sharing Valuation as
of December 31, 2022.

Schedule of Investment Returns

Annual
Year Return *
2024 9.86%
2023 12.31%
2022 -15.63%
2021 13.01%
2020 10.65%
2019 20.70%
2018 -5.97%
2017 16.61%
2016 8.08%
2015 -2.19%

* Annual money-weighted rate of return is calculated as the internal rate of return on pension plan investments, net of investment expenses.

See accompanying Independent Auditors' report

. _____________________________________________________________________________________________________|
City of Austin Employees' Retirement System 2024 Annual Comprehensive Financial Report
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Investment Expenses Professional Services

2024 2024
Custodial & transaction fees Actuarial
The Bank of New York Mellon $ 260,000 GRS Retirement Consulting Group $ 76,807
Transaction and other fees 31,301
291,301 Legal
Clark Hill Strasburger 4,015
Investment manager fees 4,079,853 Dubois, Bryant, & Campbell 4,612
Jackson Walker 18,028
Other Investment-related expenses The Knight Law Firm 67,850
Consultants - RVK & Meketa 347,493 94,505
Investment research 77,753 Audit
Reporting and monitoring 26,375 CLALLP 69,000
Investment systems 387,540
Manager transition fees 454 474 Consultants
Investment legal counsel 47,903 Levi, Ray & Shoup 142,261
Staff professional development 13,670 The Segal Company 49,435
Due diligence site visits 50,773 CEM 24,000
Other 25,967 Express Information Systems 6,990
1,431,948 Gartner 106,901
Hillco Partners LLC 48,000
Total $ 5,803,102 Kudelski Security 27,316
Ntirety 44,901
Note: Investment Manager Fees are presented on an accrual basis Security Pursuit 35,050
and do not include fees directly charged against the net asset value Whitehat Virtual Technologies 128,390
of investment funds. For more information, please refer to the S
Investment Section. 613,244
Administrative Expenses Total S __ 853,55
2024
Personnel and general administrative $ 5,207,623
Professional services 853,556
Facilities 1,061,521
Depreciation 1,260,453
Information Technology 418,306
Insurance 201,971
Member communications 109,160
Total $ 9,112,590

See accompanying Independent Auditors' report

City of Austin Employees' Retirement System 2024 Annual Comprehensive Financial Report
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CITY OF AUSTIN EMPLOYEES’ RETIREMENT SYSTEM
BOARD APPROVED POLICY
BENEFITS ADMINISTRATION

ARTICLE I
BOARD AND STAFF RESPONSIBILITIES

1.1 Responsibilities of the Board of Trustees. The City of Austin Employees’
Retirement System (COAERS or the System) was established pursuant to Article 6243n
of Texas Revised Civil Statutes (the Act), which requires COAERS to have a Board of
Trustees (the Board or Trustees) to administer the System and invest its funds. The Board
is the trustee of all plan assets, is responsible for the general administration and operation
of COAERS, and is authorized by law to adopt rules for the administration of COAERS
and the transaction of the business of the Board. The Board may, at its discretion,
delegate authority to carry out the administration of the System. The Board has delegated
the administration of benefits to the Executive Director with the directions and limitations
stated herein.

1.2 Responsibilities of the Executive Director. The Executive Director shall follow the
laws that govern COAERS and Board policies to administer benefits and, in matters not
addressed by law or policy, consult with professional advisors and legal counsel to
determine the rights and benefits of plan participants. The Executive Director shall create
and maintain Benefits Administration Operating Procedures (the Procedures) to guide the
administration of benefits and for publication to the COAERS membership. The Executive
Director shall consult with professional advisors and legal counsel to ensure that the
Procedures are interpreted and applied in a manner consistent with this Policy, the
COAERS Act, applicable laws of the State of Texas, federal law, and applicable Internal
Revenue Code sections and regulations promulgated thereunder.

1.3 Responsibilities of the General Counsel and Tax Counsel. The COAERS General
Counsel and Tax Counsel shall provide advice to the Executive Director on benefits
administration and tax- related matters. The General Counsel and Tax Counsel shall
review the Procedures no less than every three years and make recommendations for
revision to the Executive Director. The results of these reviews will be presented to the
Benefits and Services Committee.

1.4 Responsibilities of the Benefits and Services Committee. The Benefits and
Services Committee will receive and review the results of the periodic review of the
Procedures. The Committee shall also review this Policy as necessary. The Committee
will also hear initial disability applications and annually review the continuation of benefits
for disability annuitants, and make a determination recommendation to the Board. The
Committee will recommend action on initial disability applications and for disability
annuitants who fail to meet the disability continuation requirements. The Committee will
also undertake duties as defined in the Bylaws and the Committee’s Charter.

2
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ARTICLE I
MEMBER RIGHTS AND RESPONSIBILITIES

2.1 Member Rights. Member rights and privileges originate in the COAERS Act,
applicable laws of the State of Texas, federal law, and applicable Internal Revenue
Code sections and regulations promulgated thereunder.

2.2 Member Responsibilities - Generally. Members have to assume certain basic
responsibilities for the administration of benefits to be effective. These responsibilities
include:

(a) Knowing when the member is eligible for benefits;
(b) Timely and properly applying for and claiming benéefits;

(c) Keeping contact information up to date including address, telephone, and
email details;

(d) Keeping beneficiary designations up to date; and

(e) Notifying COAERS of proportionate time accrued or accruing in another
Texas retirement system that participates in the Proportionate Retirement
Program and keeping that information current.

2.3 Right to Appeal Decisions by the Executive Director to the Board of Trustees.
Any decision of the Executive Director made pursuant to the Procedures may be
appealed to the Board. Only a member or beneficiary directly affected by a decision
may appeal.

2.3.1 The member or beneficiary must appeal the decision within 30 calendar
days of notification of denial by the Executive Director or designee.

2.3.2 The appeal shall set forth, in writing, the applicable facts and relevant law
in support of the request for a hearing.

2.3.3 Appeals from a decision by the Executive Director or designee will
generally be scheduled for hearing before the Board of Trustees within
120 calendar days of the written notice of appeal, unless an extension is
granted by mutual agreement of the Executive Director and the appellant.
Failure by the Board of Trustees to conduct a hearing within 120 calendar
days does not result in an automatic decision of any kind.

2.3.4 The Board of Trustees reserves the right to rule on an appeal, regardless
of whether the appellant appears at the scheduled hearing. Failure to
appear will not automatically result in postponement of a scheduled
hearing.
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2.3.5 On appeals to the Board, the appellant may be represented by legal
counsel or may personally present arguments. The System will be
represented by the General Counsel for COAERS. However, unless a
rule or policy outside of this policy requires a specific procedure due to the
subject or nature of the appeal, the Board will determine the process to be
followed at the hearing. The Board will determine the time permitted for
the member and the Executive Director or General Counsel to make a
presentation.

2.3.6 The appellant will be afforded an opportunity to present a statement
concerning the facts and any arguments to the board, and will be allowed
to respond to questions from Trustees. The member or beneficiary bears
the burden of proof. In making a decision, the Board of Trustees shall
consider System records and evidence presented by the member or
beneficiary as well as any testimony or evidence provided by the General
Counsel. A decision by the Board of Trustees is final.

ARTICLE llI
CORRECTION OF ERRORS AND
RECOVERY OF OVERPAYMENTS

3.1 Correction of Errors. If an error in the COAERS records results in any member,
surviving spouse, or beneficiary receiving more or less than the member, surviving
spouse, or beneficiary would have been entitled to receive had the records been correct,
COAERS may correct such error in accordance with the Act and Section 802.1024 of the
Texas Government Code.

3.2 Cost of Recovery. In circumstances where an overpayment has been made as a
result of a COAERS error, the Executive Director will consider the costs of recovering the
overpayment in the amount requested to remedy the overpayment. This section only
applies to amounts members and payees may owe to COAERS due to errors made by
COAERS and shall not be construed to include amounts COAERS owes to members and
payees.

ARTICLE IV
INTEREST CREDITED TO MEMBER ACCOUNTS

4.1 Purpose. The accumulated deposits standing to the credit of a COAERS member
are improved annually through crediting interest at a rate determined by the Board upon
the advice of the System’s actuary. Interest is credited as of December 31 to amounts
standing to the credit of the member on January 1 of the same calendar year. This article
establishes the responsibilities, guidelines, and procedures for the interest rate decision.
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4.2 Responsibilities of the Actuary. The System’s actuary provides advice to the Board
regarding the interest rate credited to member accounts.

4.3 Guidelines. The interest rate is set based on fixed income type returns, not returns
earned by the entire fund or other more aggressive investment vehicles. Neither the
interest rate recommendation by the actuary nor the final decision by the Board should
negatively impact the financial soundness of the System.

4.4 Procedure. The System’s actuary will provide an interest rate recommendation to
the Board. The recommendation will consider the following:

(@) The average yield of 10-Year Treasury Constant Maturities (Nominal), as
published by the Federal Reserve in Statistical Release H.15, during the 12 months
from November 1 of the prior year through October 31 of the current year; and

(b) Historical interest rates established by the Board, and
(c) Any other factor relevant to the determination of that year’s interest rate.

4.5 Crediting Interest to Member Accounts. Annually, member accounts will receive
interest as determined by the Board.

ARTICLE V
DISABILITY APPLICATION AND APPEALS PROCEDURES

5.1 Role of the Executive Director. The Executive Director and/or designee is
responsible for providing disability information to members, receiving information from
members, determining the schedule for considering applications, appeals, and evidence,
coordinating Medical Consultant and Committee/Board review, communicating to the
Committee/Board all requests, or observed need, for accommodations, and obtaining
additional information as directed by the Medical Consultant or Committee/Board. The
Executive Director is also responsible for authorizing additional medical expertise as
requested by the Medical Consultant. After Board action, the Executive Director and/or
designee will initiate action to begin, suspend, or revoke disability benefits. The Executive
Director and/or designee shall prepare and recommend for Board approval additional
policies and/or procedures to carry out the requirements of this Article.

5.2 Medical Consultant Selection. The Board will contract with an independent medical
physician(s) to review and evaluate applications, reports, information, and evidence that
is submitted by members and their physicians. The Board can contract with physicians
directly and/or with medical networks, independent review organizations, or companies
which provide disability services. The independent medical physician or physicians under
contract shall be referred to herein as the Medical Consultant. The Medical Consultant
will work in conjunction with Staff to obtain additional medical and/or employer information
as needed. The Medical Consultant will evaluate the member’s application and medical

5
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evaluations, and provide to the Committee a written professional opinion as to whether
or not the member meets the definition of disability as prescribed in the Act. The Medical
Consultant will attend meetings as determined appropriate by the Committee Chair,
Board, or Staff.

5.3 Benefits and Services Committee Determinations. Disability retirement
recommendations will generally be based on the member’s application and the Medical
Consultant’s opinion. The Benefits and Services Committee may recommend approval
or denial of the disability application, or may postpone its decision until a future meeting
date and request supplemental information from the member, Staff, or Medical
Consultant.

5.4 Benefits and Services Committee and Board Agendas. The Staff will place a
properly and timely submitted disability retirement application on a Benefits and Services
Committee meeting agenda after receipt of the Medical Consultant’s opinion.
Recommended disability decisions of the Committee will be placed on the agenda of a
Board meeting. If an applicant properly and timely appeals a Committee decision, the
Staff will place an appeal on a Board agenda after receipt of the Medical Consultant’s
opinion regarding the appeal. Disability retirement applications that are incomplete six or
more months after receipt of the Member's Statement may be submitted for a
determination by the Committee and appeals that are incomplete six months or more after
receipt of the appeal request may be submitted for a determination by the Board.

5.5 Hearing of Disability Claims. The following procedure shall generally be followed
when hearing an application for disability or an appeal of a denial of a disability
application.

5.5.1 The Chair will first call the meeting into an Executive Session. Trustees,
(including non-Committee members), relevant Staff, legal counsel for the Board,
and the Medical Consultant may remain in Executive Session. Once in the
Executive Session, the Chair will invite the applicant and/or their designated
representative, if in attendance, into the Executive Session for the discussion of
the application. The Chair will recognize Staff for a review of the applicant’s
eligibility and any previous procedural or contextual information establishing the
basis for the case to be considered. The Chair will then recognize the Medical
Consultant for a review of the application, and materials and records submitted,
and to provide an opinion about whether or not the applicant meets the standard
for disability retirement.

5.5.2 After the Medical Consultant’s presentation, the Chair will recognize the
member and/or their designated representative, if present, and ask if they would
like to make a statement. The Chair will then allow for questions. Once the
question and answer period is complete, the Chair will request the member
and/or designated representative, Medical Consultant, and any other party who
would provide evidentiary information to leave. If Trustees have additional
questions, all parties would be invited back into the Executive Session to hear
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the questions and responses. The Board’s legal counsel shall remain in the
Executive Session at all times. Staff may be asked to remain in the Executive
Session solely for the purpose of providing guidance on process.

5.5.3 Upon conclusion of the deliberations, the Chair shall dismiss the member
and/or designated representative, if still present, and reconvene into Public
Session for possible action. Where there are no applicants physically present for
the hearings, the Chair will repeat this process until all cases are reviewed, and
once complete will call the meeting back into Public Session.

5.6 Disability Appeal Process. A member, preselected survivor, or spouse whose
disability retirement benefits have been denied, suspended, or revoked may appeal such
action to the Board of Trustees.

5.6.1 An applicant shall have 20 calendar days from the date the Board denies or
confirms denial of disability retirement benefits in which to give written notice of
appeal of such action.

5.6.2 A member shall have 120 calendar days from the date such disability
retirement benefit is suspended or revoked by operation of law, or by Board action,
in which to give written notice of appeal of such action.

5.6.3 The Board shall generally decide each appeal within 120 calendar days from
the date the notice of appeal is filed, except for any delay or extension resulting
from a continuance or extension of time granted by the Executive Director,
Committee, or Board. Failure by the Board to conduct a hearing within 120 days
does not result in an automatic decision of any kind.

5.6.4 The Board's decision on an appeal shall be final.

5.6.5 The Executive Director shall consider extension of appeal timeframes for
good cause.

5.7 Post Disability Examinations. Retirees receiving disability benefits must submit to
examination(s) by physician(s) if and when required by the Committee and/or Board.

5.8 COAERS Payment for Additional Medical Evaluation. In conjunction with the
postponement of a decision on disability, COAERS may authorize payment of expenses
for medical evaluation visits and the completion of Physician Statements if the Committee
so desires. In no event shall COAERS pay for ongoing medical treatment for any
applicant, appellant, or continuance including but not limited to inpatient care, outpatient
care, occupational therapy, diagnostic expenses, office visits, prescription drugs, or
medical equipment.

5.9 Disability Retirement Continuation. If, after an award of disability retirement
benefits, a member receiving a disability retirement allowance is determined no longer
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physically or mentally incapacitated for the performance of all employment duties, the
Board shall discontinue the disability retirement allowance.

5.9.1 Committee’s Right to Review Continues Through Normal Retirement
Eligibility. The Benefits and Services Committee and/or Board has the right to
request financial reviews and order examinations of any member on disability
retirement until the member reaches the normal retirement age.

5.9.2 Personal Appearance Can Be Required. In addition, the member may be
required appear in-person before the Benefits and Services Committee/Board in
order for a decision to be made about continuation of a member’s disability
benefits.

ARTICLE VI
JOINT AND SURVIVOR ANNUITY CHANGES

6.1 Changes to Joint and Survivor Annuity Option Designations. A member may
change the survivor beneficiary under a retirement option prior to the member’s actual
retirement, but a member cannot change the survivor beneficiary after retirement. If a
member selects a retirement benefit option providing for an ongoing annuity at the time
of their death, only the survivor beneficiary named at retirement will receive survivor
benefits. Even if a retiree and the beneficiary are no longer married, the survivor
beneficiary cannot be changed. If the member has a spouse at the time of retirement and
designates a survivor beneficiary, the spouse must be designated to receive the survivor
benefits unless the spouse signs a COAERS form authorizing otherwise.
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CITY OF AUSTIN EMPLOYEES’ RETIREMENT SYSTEM

2025 Election for Active Member Places 8 & 9
Nominating and Election Committee

Committee Members

Tiffany Rendon

Uwakima Udom
Jordan Cookston
Rebecca Kennedy

Shannon Flett

Alternates

Lynn (Yougqin) Cui
Marcus Jetchev
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6. Receive reports on the following Board
administrative matters including:

A. Ethics policy disclosure statement

B. 2025 meeting calendar

C. April 9, 2025 Investment Committee
Report

D. May 23, 2025 Investment Committee
Report

E. June 12, 2025 Audit and Risk
Committee Report

F. June 12, 2025 Benefits and Services
Committee Report

G. June 12, 2025 Legislative Committee
Report

Presented by Diana Thomas
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AGENDA ITEM 6:
Receive reports on the following Board administrative matters, including:

Ethics policy disclosure statement

2025 meeting calendar

April 9, 2025 Investment Committee Report

May 23, 2025 Investment Committee Report

June 12, 2025 Audit and Risk Committee Report

June 12, 2025 Benefits and Services Committee Report
June 12, 2025 Legislative Committee Report

OMMOOWp

RECOMMENDATION FOR BOARD ACTION
All Trustees and Key Staff are required to return the quarterly disclosure form in a timely
manner after the June Board meeting.

AGENDA ITEM OBJECTIVE
The objective of the agenda item is to comply with the Board approved Code of Ethics.

RELEVANCE TO STRATEGIC PLAN/CORE COMPETENCIES

This agenda item aligns with one of the goals of the COAERS Strategic Plan “Goal 4:
Identify and implement leading practices in board governance, pension
administration, and investment management. Additionally, this agenda item also
aligns with one of the five core competencies of the COAERS Strategic Plan:
“Transparency: Complying with open meeting and public information laws to ensure
the decision-making process is clear to members and the public.”

ATTACHMENTS

Ethics policy disclosure statement

2025 meeting calendar

April 9, 2025 Investment Committee Report

May 23, 2025 Investment Committee Report

June 12, 2025 Audit and Risk Committee Report

June 12, 2025 Benefits and Services Committee Report
June 12, 2025 Legislative Committee Report

OETMMUO W
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COAERS

CITY OF AUSTIN
EMPLOYEES' RETIREMENT SYSTEM

Ethics Policy Disclosure Statement
(Gifts, Meals and Other Declarations)

For the period March 26, 2025 to June 26, 2025

In compliance with Board Approved Policy: Code of Ethics, | declare | have received,
attended, and/or had contact related to COAERS as follows:

Gifts:

Meals:

Other Declarations:

Signature of Trustee or COAERS Key Staff Date



2025 Board and Committee Calendar

Thursday, June 26, 2025 10 am
Full Board

Wednesday, July 23,2025 - 11 am
Member Meeting/Board Quorum

Friday, August 22, 2025 - 10 am
Investment Committee

Wednesday, August 27, 2025 times tbhd
Audit and Risk Committee
Benefits and Services Committee
Governance and HR Committee
Policy Committee

Thursday, September 18, 2025 - 10 am

Full Board

Monday & Tuesday October 13-14, 2025
Full Board (Workshop)
Thursday, November 13, 2025 times tbhd
Full Board (ED Evaluation)
Audit and Risk Committee
Benefits and Services Committee
Governance and HR Committee
Legislative Committee
Policy Committee
Tuesday, December 9, 2025 - 10 am
Investment Committee
Thursday, December 18, 2025 — 10 am

Full Board

Page 62 of 245
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CO/AERS Report from April 9, 2025

CITY OF AUSTIN

EMPLOYEES’ RETIREMENT SYSTEM Investment Committee Meetin g

The April 9, 2025 meeting of the Investment Committee included discussion about the
Non-Discretionary Private Markets Investment Consultant RFP.

1. The Committee received an update on the status of the current Non-Discretionary
Private Markets Investment Consultant RFP and discussed both the scoring and the
process for the private markets investment consultant search. The Committee
reviewed Staff’s scoring of the submitted bids, determined a total scoring process and
discussed next steps for site visits and finalist presentations.

Board Meeting
June 26, 2025
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CO/X ERS Report from May 23, 2025

CITY OF AUSTIN

EMPLOYEES’ RETIREMENT SYSTEM Investment Committee Meeting

The May 23, 2025 meeting of the Investment Committee included a review of investment
performance through first quarter 2025, an asset class review of Fixed Income and Cash,
a discussion of the Global Equity asset class and policy guidelines, and discussion and
consideration of next steps for the Non-Discretionary Private Markets Investment
Consultant RFP.

1. The Committee reviewed performance data from Meketa through March 31, 2025.
Meketa reported that the Fund outperformed the Policy Benchmark for the quarter,
and underperformed over the trailing 1-, 3- and 5-year periods. Meketa discussed
dynamics in the capital markets including the narrow breadth of stock gains and the
contributions of Real Assets and Global Equities to relative performance gains for
the quatrter.

2. The Committee reviewed a presentation by Meketa regarding the Fund’'s Fixed
Income and Cash & Equivalents asset class structure. This presentation covered
positioning relative to the benchmark and Meketa’s observations. The Committee
recommended the Board approve that the “plus” sectors be eliminated and the assets
be distributed equally to the three core fixed income managers. Meketa further
recommended, and the Committee agreed, to forward to the Board for approval
establishing Private Credit as a stand-alone asset class by moving the existing Direct
Lending investment into this category.

There were no recommended changes to the existing Cash & Equivalents structure
or exposures.

3. Meketa recommended the Global Equity portfolio use a “spliced” benchmark
representing floating weights of the Equal Weight and Cap Weighted Indices in the
US Equity Composite based on beginning of month values, reweighted monthly.
Meketa further recommended keeping the existing approach to eliminating the Equal
Weight exposure and asked that Staff and Consultant be granted authority to deviate
from the statistical approach with Executive Director approval. The Committee
recommended the Board approve both recommendations.

4. The Committee received an update on the status of the current Non-Discretionary
Private Markets Consultant RFP and reviewed the site visit team’s scoring and
recommendations for finalist presentations at the June 26, 2025 Board Meeting.

Board Meeting
June 26, 2025
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CO/AERS Report from June 12, 2025

CITY OF AUSTIN

EMPLOYEES’ RETIREMENT SYSTEM Audit and Risk Committee Meeting

The June 12,2025, Audit and Risk Committee received a presentation from COAERS
financial statement auditor, CliftonLarsonAllen (CLA), for the 12/31/2024 financial
statement audit, reviewed the Enterprise Risk Management Report and dashboard, and
received a Staff report on the first quarter 2025 unaudited financial statements.

1. Ms. Bhakti Patel from CLA presented the results of the audit of the 12/31/2024
financial statements. Ms. Patel reported to the Committee that CLA issued an
unqualified opinion on the financial statements. She further stated that CLA found no
significant corrected or uncorrected adjustments during the audit of the financial
statements. Ms. Patel reviewed the significant accounting policies used by COAERS
and reported that there were no unusual transactions. The Committee referred the
financial statement audit results to the Board for approval on the consent agenda.

2. The Committee received its quarterly report on COAERS Enterprise Risk
Management program with a detailed focus on activities related to the risk
categories of personnel, physical, legislative, and reputational.

3. The Committee received a Staff report on the first quarter of 2025 unaudited
financial statements.

Board Meeting
June 26, 2025
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CO/AERS Report from June 12, 2025

CITY OF AUSTIN

EMPLOYEES’ RETIREMENT SYSTEM Benefits and Services Committee I\/Ieeting

The June 12, 2025, Benefits and Services Committee meeting included a review of the
Benefits Administration Policy and a report on revisions to the Benefits Administration
Operating Procedures; a report on annual IRS compliance; and the consideration of a
Request for Proposal for Actuarial Consulting Services.

1. The Committee reviewed the Benefits Administration Policy and received a staff
report on revisions to the Benefits Administration Operating Procedures. With no
substantive recommended changes to the Policy, the Committee referred it to the
Board for approval and directed it to be placed on the consent agenda. The staff
report on the revisions to the Operating Procedures was provided for informational
purposes only.

2. The Committee received a report from Staff and tax counsel regarding annual IRS
compliance. No action was taken.

3. With the engagement letter with GRS Consulting set to expire at the end of 2025,
Staff presented a report outlining a draft RFP and a timeline for evaluating actuarial
consulting firms. The goal is to finalize and implement a decision by year-end,
ensuring a seamless transition for valuation activities beginning in January 2026.
The Committee reviewed and referred a Request for Proposal for Actuarial
Consulting Services to the Board.

Board Meeting
June 26, 2025
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COAERS

Report from June 12, 2025
EMPLOYECEI;’YR(E)TFIRA:GE\INT SYSTEM LegiSIative Committee Meeting

The June 12, 2025, Legislative Committee meeting included receiving a report on the
89" Legislative Session and a report on the working group between the City and EMS.

1. The Committee received a report on the 89" Legislative Session, including
legislation related to public retirement systems.

2. Staff provided a report to the Committee on a working group between the City and
EMS, and the role of COAERS in meeting with the working group.

Board Meeting
June 26, 2025



7. Investment Committee



A. Discuss and consider Global Equity
portfolio benchmarks and revisions to the

Investment Policy Statement
Presented by Leo Festino and David Stafford
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AGENDA ITEM 7:
Investment Committee

7A: Discuss and consider portfolio benchmarks and revisions to the Investment Policy
Statement

AGENDA ITEM OBJECTIVE
This agenda item is for the Board to review benchmarking for the Global Equities
portfolio and consider related revisions to the Investment Policy Statement.

RECOMMENDATION FOR BOARD ACTION
Meketa and Staff recommend the Board approve Meketa’s benchmarking
recommendation and proposed revisions to the Investment Policy Statement.

ITEM SUMMARY

At its May meeting, the Committee recommended for Board approval benchmarking
changes for the Global Equity portfolio. These changes account for US Equal Weight
exposures and appropriate tax treatment of US and international holdings. Meketa will
provide an analysis of their recommendation for benchmarking. Staff have drafted
redlined changes to the Investment Policy Statement which incorporates these
recommendations and one additional modification to reflect the completion of the phase
out of the multi-asset portfolio.

RELEVANCE TO STRATEGIC PLAN

This agenda item is central to COAERS Strategic Plan Goal 4: Identify and
implement leading practices in Board governance, pension administration, and
investment management.

ATTACHMENTS

1. Meketa Memo “Benchmarking Adjustments Associated with US Equal Weight
Exposure”

2. Proposed revisions to the Investment Policy Statement
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MEMORANDUM

TO: Board of Trustees, City of Austin Employees’ Retirement System
FROM: Leandro A. Festino, Stephanie Sorg, Meketa Investment Group

DATE: June 26, 2025

RE: Benchmarking Adjustments Associated with US Equal Weight Exposure

At the May 23, 2025 Investment Committee meeting, Meketa and Staff recommended benchmarking
adjustments related to the US Equal Weight exposure. The Equal Weight exposure is a meaningful portion
of the US Equity composite, representing about 25% of US Equity as of March 31, 2025. Without a
dynamically weighted Equal Weight benchmark component, the current US Equity Benchmark could
demonstrate unnecessary tracking error versus the US Equity composite. Additionally, the current US
Equity Benchmark is a “Net” benchmark, rather than a “Gross” benchmark. In contrast to “Net’
benchmarks, “Gross” benchmarks do not deduct withholding taxes on dividends generated from the
underlying stocks within the index.

Recommendation

Meketa recommends employing a spliced benchmark for US Equity that incorporates the benchmarks
associated with the Equal Weight exposure (MSCI USA Equal Weighted Index (Gross)) and the
remaining US equity composite (MSCI USA IMI Index (Gross)). This approach will float the weights for
the two distinct exposures using the beginning of each month weights and thereby reduce unnecessary
tracking error. As this position is reduced and eventually eliminated, the benchmark for the US equity
composite will become solely the MSCI USA IMI Index (Gross) Index. Meketa believes “Gross” MSCI
benchmarks are more appropriate than “Net” benchmarks for COAERS’ US Equity investments, given
the System’s tax-exempt status.

Weights of Constituents

Benchmark Constituents (calculated using beg. of month MVs, updated monthly)
. MSCI USA Equal Weighted , . o .
US Equity Index (Gross) NT MSCI USA EW Index Fund’s weight as a % of total US Equity

Spliced

o/ _ ’ H o,
Benchmark MSCI USA IMI Index (Gross) . 100% - NT MSCI USA EW Index Fund'’s weight as a % of total

US Equity

To maintain consistency across composite-level benchmarks containing US Equity constituents, Meketa
recommends updating the Global Equity Benchmark and the Total Fund Policy Benchmark as follows:
blend the proposed US Equity Spliced Benchmark, the current Developed Markets Equity Benchmark,
and the current Emerging Markets Equity Benchmark to create a Global Equity Spliced Benchmark.
Weight each regional benchmark component based on the region’s beginning of month weight within the
MSCI ACWI IMI Index, the current Global Equity Benchmark. Once the Equal Weight exposure has been
fully eliminated, update the Global Equity Benchmark to the MSCI ACWI IMI with USA Gross (Net) Index.
This index is for tax-exempt, US-based investors and only deducts withholding taxes on dividends from
foreign-based companies. Within the Policy Benchmark, replace the MSCI ACWI IMI Index with the
Global Equity Spliced Benchmark. Once the Equal Weight exposure has been fully eliminated, replace
the Global Equity Spliced Benchmark with the MSCI ACWI IMI with USA Gross (Net) Index.

MEKETA.COM
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Weights of Constituents

Benchmark Constituents (calculated using beg. of month weights, updated monthly)
Global US Equity Spliced Benchmark — US Region weight in MSCI ACWI IMI Index
SEJ:::% MSCI World ex USA IMI Index (Net) — DM ex US Region weight in MSCI ACWI IMI Index
Benchmark  \SC| Emerging Markets IMI Index (Net) — — EM Region weight in MSCI ACWI IMI Index

We look forward to reviewing these items with the Board at the upcoming meeting. In the meantime, if
you have any questions, please contact us at (760) 795-3450.

LAF/SBS/AL/sf

|
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Investment Policy Statement (IPS)
for
City of Austin Employees’ Retirement System (COAERS)

STATEMENT OF POLICY

Purpose and Scope

This document is the official Investment Policy of the City of Austin Employees’ Retirement
System (the “System”). The policies in this document (the “Policy”) have been adopted by the
Board of Trustees of the System (the “Board”) to establish the objectives and policies of the
System’s investment program. This document also articulates the policies and guidelines and
procedures that are employed in the day-to-day management of System investments by Staff.
No responsible party shall deviate from the terms and requirements of this policy without the
prior authorization of the Board.

The purpose of the Investment Policy Statement is to assist the Board in effectively
supervising, monitoring, and evaluating the investment of the System’s assets by:

Stating the System’s Investment Beliefs

Establishing the investment goals, objectives, and risk tolerance of the System
Defining asset class allocations, targets, and ranges

Creating oversight standards for policy implementation

Setting performance objectives and measurement criteria

Investment Beliefs

Time Horizon - The Fund is a permanent entity with long-lived liabilities and, as such, it
should strive to be a thoughtful, analytical, and patient investor that is focused on achieving
successful outcomes.

Governance - Clear governance and decision-making structures that promote decisiveness,
simplicity, efficiency, and accountability are effective and add value to the Fund. To the
extent possible, investment decision-making should be driven by data and analysis,
including the findings of relevant research on financial markets and investment
management.

Risk Compensation - The Fund should seek to be well compensated for the investment
risks it chooses to bear, risks that should be articulated at the time of investment and
revisited regularly.

Risk Management - Risk is multi-faceted, and the appropriate level of the COAERS’
portfolio risk is determined within an asset-liability context that focuses on maintaining the
viability of the System.

Diversification - Diversification across asset classes and risk factors is central to the
System’s investment strategy, and investments that may improve the Fund’s risk/return
profile will be considered. Investments should be considered based on their primary role in
the total Fund context, including their impact on total Fund diversification.

Strategic vs. Tactical - Given the long-term nature of the liabilities, the Fund should be a
thoughtful and patient investor that focuses on long-term strategic decisions as opposed to
the short-term trading of strategies.
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Costs - Costs can significantly reduce net returns and therefore must be carefully measured
and managed when making decisions regarding investment strategy and implementation.

Implementation - Implementation should occur passively and in public markets unless a
high likelihood of success on a risk-adjusted, net-of-fees basis can be expected from other
approaches.

Investment Goals & Objectives

The sole purpose of the System’s investment fund (“the Fund”) is to accumulate the financial
reserves necessary to provide benefits to eligible members of the System and their
beneficiaries. The long-term primary objective for the Fund is to attain a high level of return
within an acceptable level of risk.

The Fund will pursue achievement of this goal via fiduciary best practices that:
e Ensure proper diversification of asset classes and factor exposures; and
e Maintain appropriate long-term risk and return expectations; and
e Adapt the Fund to changing market conditions, when appropriate.

The Board, with consultation, advice and assistance from the System’s Investment
Consultant(s) and Staff, will use the Fund'’s strategic asset allocation process and its
effective implementation as the primary tools to achieve these goals. A primary emphasis of
the management of the Fund is consistency of growth by seeking to balance the risk of
inadequate long-term returns against the risk of permanent impairment of capital. Taxes
shall not be a consideration except that the System’s tax-exempt status should be
preserved.

INVESTMENT POLICY IMPLEMENTATION

Investment Horizon

The Board will periodically review the portfolio’s alignment with the fund’s pension liabilities.
The investment policy and guidelines are based on an investment horizon of 20 years. The
Board will consider both intermediate-term and longer-term investment return horizons in
formulating expected returns and assessing portfolio risk parameters. The System’s
strategic asset allocation is based on this longer-term perspective. Fluctuations of
investment results in the interim should be viewed with an appropriate perspective.

Performance Goals

The expected and actual investment returns of the total Fund will depend on the asset
allocation targets, the mix of investment styles within asset classes, and individual manager
performance. Therefore, performance goals have been set at three levels: total Fund, asset
class, and individual portfolios. These performance objectives should generally be
monitored over both a full market cycle and rolling 5-year periods on a risk-adjusted, net of
fees basis.

Total Fund:

o Meet or exceed the actuarial assumed rate of return. Annualized investment returns
should exceed the actuarial assumed rate of return.

o Meet or exceed the Passive benchmark. Annualized investment returns should
exceed the passive benchmark. The passive benchmark is intended to reflect a
balanced portfolio of stocks and bonds implemented via low-cost passive investable
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indices. Outperformance relative to the passive benchmark should indicate that the
diversification decisions through the Strategic Asset Allocation process have
successfully added value.

o Meet or exceed the Policy benchmark. Annualized investment returns should exceed
the Policy benchmark. The Policy benchmark is a composite of the benchmarks of
the asset classes in the Strategic Asset Allocation. Returns in excess of the Policy
benchmark should indicate that the implementation of the investment program as a
whole is successfully adding value.

Composition of the Passive and Policy benchmarks are detailed in Appendix 2.
Asset Class:

o Meet or exceed the asset class benchmark. Each asset class is to be benchmarked
by an associated index that describes, in general terms, the opportunity set and
return characteristics associated with the asset class. For certain private or more
complex asset classes the index should serve as a proxy for expected returns rather
than an approximation of the actual investments that will characterize that
component of the portfolio.

Asset class benchmarks are detailed in Appendix 2.
Individual Portfolios:

o Meet or exceed the mandate benchmark. Performance objectives for manager
portfolios are stated in the respective investment manager agreements. Manager
benchmarks will be determined by Consultant and Staff based upon the investment
mandate.

o Meet or exceed median ranking in relevant peer group. Appropriate peer groups will
be determined by Consultant and Staff based upon the investment mandate.

Risk Tolerance and Budgeting

The Board takes several steps throughout the investment process to identify, measure, and
report on investment risk at a variety of different levels. Investment opportunities in various
asset classes have differing risk and return expectations. In general, investments with higher
expected returns involve a higher level of risk. The Board recognizes that some level of risk
must be assumed to achieve the System’s long-term investment objectives. The Board will
attempt to achieve its investment return objective with an appropriate level of risk using an
efficient combination of investments.

The Strategic Asset Allocation process uses risk budgeting for the Fund which provides a
transparent, measurable methodology for allocating risk to various investment types in pursuit
of the System’s investment objectives. To ensure that the risk assumed by the Fund
continues to be appropriate it will be reviewed at least annually, concurrently with an asset
allocation study. A more in-depth review will be done at least every five years and coincide
with the formal Asset/Liability Study. These processes should incorporate a variety of risk
estimates that go beyond simple volatility measures.
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Liquidity Needs

Sufficient liquidity must be maintained to pay benefits and expenses. The 2023 Asset-
Liability Study indicated sufficient liquidity to invest a reasonable portion of the portfolio in
illiquid investments. The liquidity horizon shall be reviewed periodically, including time(s)
when asset allocations and expected return projections are revised.

Strategic Asset Allocation

The Board, with advice from Investment Consultant(s) and Investment Staff, is responsible
for establishing the Strategic Asset Allocation (“SAA”) process and parameters for the Fund.
SAA refers to the establishment of neutral weights and suitable ranges for the appropriate
asset types that determine the distribution of investments within the Fund. The SAA process
will seek to optimize expected return net of fees for the Fund within the established risk
budget over a long-term horizon by maintaining a highly efficient portfolio.

The current Strategic Asset Allocation targets and ranges are detailed in Appendix 1. Since
the Fund is designed to benefit both current and future generations of beneficiaries, its time
horizon is long. More specifically, the Board should calibrate the SAA process toward the
aim of meeting the System’s investment objectives and risk budget over a time horizon of
twenty years or more. However, since the benefit payment obligations of the System must
be met on a timely and regular basis, cash flow considerations (including the potential for a
sustained period of net outflows) will generally be balanced with the long-term liability
stream when setting the SAA parameters and the associated risk budget.

Asset Liability Study

At least every five years (or more frequently if warranted by a material event in either the
liability structure of the Fund, the contribution policy, and/or the capital markets) the Board
will conduct a formal Asset/Liability Study to review asset classes, risk-return assumptions,
and correlation of returns, and implementation styles in light of the System’s expected
liability stream. These periodic studies will provide the primary basis for material changes to
the Fund’s strategic asset allocation parameters and overall risk posturing.

Rebalancing

The Board has chosen to adopt a rebalancing policy that allows rebalancing the Fund
between major asset classes due to market drift. Market movements and cash draws for
benefit payments may cause current Fund positioning to drift away from neutral positioning
and potentially beyond the prescribed ranges in the Strategic Asset Allocation.

When a month end Custodian report shows that an asset class has drifted beyond these
prescribed ranges, rebalancing shall be enacted to bring Fund positioning within the
prescribed ranges while following the guidelines below. To the extent there is not sufficient
liquidity to do so, such as in private market strategies, or it is otherwise not prudent to do so,
Staff shall report this and any recommended actions to the Investment Committee at its next
scheduled meeting.

Investment Staff is also authorized to rebalance the portfolio within the policy ranges for
market drift between asset classes. Such rebalancing is only permissible to the extent that it
results in positioning which is nearer to neutral and does not change positioning from an
underweight to an overweight, or vice versa.
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Investment Staff is responsible for developing and overseeing all portfolio rebalancing
activities and is authorized to carry out these activities in accordance with this section. The
Executive Director and the General Consultant shall consent in writing to Investment Staff’s
proposed rebalancing prior to any action taking place. All rebalancing activities permitted by
this section must be authorized by the Executive Director in the form of approved instructions
to the investment manager(s) and/or custodial bank.

In all cases the potential benefits of rebalancing must be weighed against the costs, including
explicit transaction costs such as commissions and market impact as well as opportunity costs
such as Staff time and focus. Investment Staff will report the results of rebalancing activity to
the Executive Director and Investment Consultant upon completion of the rebalance. The
Board shall be notified of any such changes (1) by email within one business day of initiating
the rebalancing with the Custodian and/or Manager(s) and (2) in writing at the next meeting of
the Investment Committee.

Phased Transitions

During times of phased transition to a new set of Strategic Asset Allocation parameters,
interim rebalancing weights and procedures may be chosen until the implementation of the
new parameters can be prudently completed. During the transition towards the new
parameters, certain asset classes may exceed prescribed limits and will serve as either a
funding source for new strategies or portfolios, or as a proxy pending implementation of
certain allocations.

Currently approved phased transition guidelines adopted by the Board, if any, can be found
in Appendix 4.

Investment Manager Selection

The Board, acting through its Investment Committee and with advice from its Investment
Consultant(s) and Investment Staff, hires Managers to carry out its duties to implement the
System’s investment program. Implementation decisions should be made with particular
attention to the Board'’s stated Investment Beliefs regarding the potential benefits of
diversification and the impact of costs.

The Board supports disciplined and rigorous processes for selection, monitoring, and
retention of Investment Managers. This process shall include, among other items as
appropriate, mandate specification, initial diligence, onsite diligence visits, due diligence
questionnaires, finalist evaluation, and approval by the Investment Committee and Board.
This disciplined process shall consider both quantitative and qualitative measurements to
determine whether an Investment Manager is likely to maintain a consistent philosophy and
strategy, perform well on a risk-adjusted basis versus peers pursuing a similar strategy, and
add value net of all costs. The Board shall maintain a Watch List for the purpose of
ensuring that concerns regarding any Investment Manager with a live mandate are
appropriately recognized, addressed, and resolved.

The terms, provisions, and requirements set forth in this Policy, applicable laws (which shall
include US sanctions programs), relevant fund documents, and the agreement(s) executed
by the Investment Manager with the System establish the requirements governing the
investment of System assets.
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INVESTMENT ROLES & RESPONSIBILITIES

The System’s investments are held in trust for the exclusive benefit of its members,
beneficiaries, and retirees and may not be diverted under any circumstances. This
“exclusive benefit” rule shall be strictly followed when making, implementing and monitoring
investment decisions. Specific care should also be taken to structure the System’s
investment relationships to maximize alignment of interests while mitigating conflicts of
interest and agency problems.

Specific duties and responsibilities are set forth below for the parties that are established to
act as fiduciaries regarding the investment program for the Fund in achieving its objectives.

Board of Trustees

The Board has the fiduciary responsibility of overseeing the management of the Fund and
the associated investment process. In fulfilling this responsibility, the Board will establish,
maintain, and require compliance with this policy and its stated objectives. Trustees are
tasked primarily with setting the overall risk/return preferences, and weighing total portfolio
return against a properly constructed policy benchmark.

Within this framework, the Board will select, retain, monitor, and evaluate the Investment
Consultant(s), Investment Managers, Custodian (as defined herein), and other parties to
serve the goal that actual results meet the objectives.

At its discretion, the Board may delegate authority for strategic and operational aspects of
the Fund to Staff and Consultant(s), though it may not delegate overall responsibility for the
program.

Investment Committee

The Investment Committee is chartered to assist the Board of Trustees in fulfilling its fiduciary
oversight responsibility for the management of the System’s investments. Duties of the
Investment Committee may include, but are not limited to:

o formulating and recommending to the Board the overall investment policies of the
System,

e establishing and recommending to the Board investment guidelines in furtherance of
those policies, all of which shall be subject to approval by the Board,

e monitoring investment performance relative to the strategic objectives and compliance
with relevant investment risk guidelines set forth in policy,

o recommending to the Board service providers for professional services for investment
management, investment consulting, and custodial banking, and

e monitoring the management of the Fund for compliance with relevant investment
policies and guidelines.

Professional Staff

The Executive Director, the Chief Investment Officer, the Chief Financial Officer, and other
Investment Staff will constitute the System’s Professional Staff (“Staff”). Staff is responsible
for rendering to the Board objective, competent, professional investment advice that is free
from conflicts of interest. Staff will make recommendations to the Board regarding the Fund
and will be responsible for implementing both Board decisions and applicable portions of
this policy.
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Investment Staff

Investment Staff is hired by the Executive Director and required by the Board to provide
professional investment analysis and support, to exercise a standard of care consistent with
fiduciary duty, and to maintain the integrity of the investment program. Investment Staff
support the investment program at the strategic and operational levels through the
establishment of appropriate policies and procedures. Investment Staff is also responsible
for implementation and maintenance of analytical tools to measure and monitor risk as
further described in this policy and internal procedures.

Investment Staff will advise the Board regarding the development of this policy and its
implementation and aid in selection and monitoring of all Managers, Consultants,
Custodians and other service providers related to the investment function.

Investment Consultant(s)

The Board may obtain the services of one or more qualified firms or individuals to assist and
advise the Board and Staff regarding the structure, strategy, management, and investment
of the Fund (a “General Investment Consultant”). The General Investment Consultant is
hired by, and reports to, the Board to render objective, competent, professional advice and
assistance that is free from conflicts of interest and to work with the Board and Staff
regarding the investment process. This responsibility includes meeting regularly with the
Board to provide perspective on the Fund’s goals, strategy, structure, and risk as well as the
progress toward fulfilling the Fund’s long-term objectives.

The General Investment Consultant will advise, consult and work with the Board, Investment
Committee and Investment Staff to develop and maintain a well-diversified portfolio of
investments for the Fund. Fund positioning and performance will be reviewed regularly, and
recommendations will be made as appropriate. The General Investment Consultant will assist
the Board with all functions related to the investment of Trust assets and will inform the Board
promptly of material changes to portfolio investments. Within this process, a General
Investment Consultant assumes fiduciary responsibility for advice given regarding the
management of the investment process. A General Investment Consultant will perform its
duties and obligations in conformance with generally accepted industry standards and its
contract with the System.

The Board may also hire one or more qualified firms or individuals to assist and advise the
Board regarding specialized mandates such as selection of managers and/or investments (a
“Specialized Investment Consultant”). The Specialized Investment Consultants are hired by,
and report to, the Board to work closely with Staff in all aspects of managing the specialized
investment portfolio including its relationship to the Fund as a whole.

It is imperative that Consultants maintain their independence in advising the Board.
Consultants have the responsibility to promptly inform the Board in the event of any
concerns related to investment activity. If any Consultant learns of a material issue
regarding deviation from prudence, objectivity, policy or parameter adherence or any other
matter of concern involving the investment program, the Consultant has a fiduciary duty to
express that concern in writing to the Executive Director and CIO, Board Chair, and
Investment Committee Chair while also recommending any action to be taken as deemed
necessary. The Consultant shall also contact the full Board if it concludes that further
immediate action is required and is beyond the authority granted to the Executive Director or
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Investment Staff. In any event, all such material matters will be reported to the Board at its
next scheduled meeting.

Investment Managers

Except for direct investments, investments for the Fund shall be made and managed by one or
more investment managers (“Managers”) who meet the requirements of Sections 802.203(d)
and 802.204, Texas Government Code. Managers will construct and manage a portfolio of
investments (the “Portfolio”) consistent with the investment philosophy and strategy they are
hired to implement in compliance with this policy and/or any agreement(s) they execute with
the System. Investment Managers shall provide quarterly reporting in a format as requested
by Investment Staff.

Legal Counsel

The Board may retain one or more attorneys and/or law firms to serve as investment counsel
for the purpose of assisting the Executive Director and investment staff with legal matters
related to the investment operations of the System. Such matters may include the review and
negotiation of contracts and other investment documentation related to external investment
service providers or investment managers and handling any litigation related to investment
operations.

Custodian(s)

Custodian bank(s) (“Custodian” or “Custodians”) will maintain custody of the cash, securities,
commingled funds and other investments of the Fund. The Custodian(s) will be responsible
for safekeeping, clearing and settling securities as appropriate for the accounts they are
assigned. The Custodian(s) will regularly value, list and summarize these holdings for review
by the Board, Staff and Consultant(s). In addition, a bank or trust depository arrangement with
the Custodian(s) may be utilized to invest cash in liquid, interest-bearing instruments.

A Master Custodian will be designated to accurately record all transactions affecting the Fund.
The audited entries from the Master Custodian shall constitute the official book of record for
the Fund. All Custodians will be directed to provide timely and accurate information to the
Master Custodian.

FIDUCIARY CONDUCT

An investment fiduciary includes, but is not limited to, a person who exercises discretionary
authority or control in the investment of the assets of the Fund or who renders, for a fee,
advice for the Fund. The term investment fiduciary includes but is not limited to the members
of the Board, the Fund Administrator, the investment staff, the investment consultants, and
investment managers. An investment fiduciary shall discharge his or her duties exclusively in
the interest of the participants in the System and their beneficiaries in accordance with the
fiduciary standards set forth in Section 802.203 of the Texas Government Code and other
applicable law.

In adopting this Policy, the Board requires all Trustees, Investment Consultants, and Staff
involved in the investment of Fund assets to make all investment decisions in the best interest
of the System and to abide by the System’s Ethics Policy.
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OPERATIONAL GUIDELINES

Asset Class Guidelines

To ensure that the Strategic Asset Allocation is implemented in a way that broadly represents
the risk/return profile and exposures desired by the Board, guidelines for each major asset
class have been adopted in Appendix 3. These guidelines lay out the broad-based guidelines
that Investment Staff and Investment Consultant(s) shall follow in implementing these
strategies and in making recommendations to the Investment Committee and/or Board.

In addition to these guidelines, Investment Consultant(s) and Investment Staff shall adopt
internal guidelines and/or policies to oversee the implementation of each asset class. These
guidelines should, where appropriate, include considerations for absolute and relative risks,
desired exposures, liquidity, leverage, diversification, counterparties, and fees, among other
items.

Private Markets Specific Guidelines

Given the unique characteristics of private markets strategies, the Board has adopted a
Private Markets Strategic Plan to govern the selection, monitoring, performance reporting and
guidelines of these strategies. The Private Markets Strategic Plan, which is incorporated into
the Investment Policy Statement here by reference, shall be reviewed annually for
appropriateness and shall also include a pacing plan to guide allocation decisions.

Use of Derivatives

The only authorized uses of derivative instruments are to efficiently manage portfolios and risk
and to implement investment strategies authorized by this Policy more effectively. The
following derivative instruments are allowable: futures, forwards, swaps, structured notes, and
options. Managers may only engage in derivatives transactions that are consistent with their
investment guidelines as well as applicable laws and regulations.

Cash Management

As a mature pension plan, cash disbursements of the System are expected to exceed cash
receipts for the medium term. As such, sufficient funds must be made available for transfer
from the System’s investments to meet the operating needs of the System. On at least a
quarterly basis, Staff will project the cash flow needs of the System based on the amount
budgeted for administrative expenses and projected benefit payments, including retiree
payroll. Cash draws should generally be made from asset classes and individual portfolios
that are overweight relative to their strategic neutral weight, with those funds then transferred
to the System’s cash account at the Custodian Bank. Each quarter Staff will provide to the
Board via the Investment Committee a report detailing all cash movements from the prior
quarter that are related to investment program operations.

Securities Lending
The Board may select a Securities Lending Agent(s) to generate incremental income by
making term loans of eligible securities. Any such program shall not inhibit the trading

activities of Managers and should not run counter to the investment strategy of the Fund
overall.

Securities Litigation
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VL.

As a large institutional investor, the Fund frequently holds securities that are the subject of
individual and class action securities litigation. The Custodian and other parties (the “Claims
Processor”’) may be appointed by the Board to monitor such lawsuits, report to the Executive
Director and Investment Staff, and file notice of claim or other necessary documentation. The
Claims Processor shall notify Managers of any potential or pending legal action.

In its role as a fiduciary, the Board may, with the advice and assistance of the System’s
General Counsel, determine that the Fund should pursue litigation where it has been harmed
due to securities fraud or other bad acts. The Board has set a "Threshold Value” to determine
when the estimated financial loss to the System may warrant pursuing lead plaintiff status in a
class action or separate prosecution of claims. The Threshold Value is defined as an
estimated financial loss that exceeds 0.03% of Fund assets as of the most recent quarter end.
In most cases, the Funds’ interest in securities litigation claims will be adequately addressed
solely through participation as a class member, rather than taking a lead plaintiff role in such
litigation.

Proxy Voting

Proxy voting is generally delegated to Investment Managers and will be authorized via the
Manager’s contract to represent COAERS prudently on issues of corporate governance
regarding the portfolio. Records of proxy votes will be maintained by the Managers and
submitted to Investment Staff on request or at specified intervals. In representing the System,
external managers and proxy voting agents are to consider only those pecuniary factors that
relate to the economic value of System investments and are not to subordinate the interests of
the System’s participants and beneficiaries to unrelated objectives. Investment Staff will
provide a proxy voting summary report for separately managed accounts to the Executive
Director, on an annual basis as soon as practical after fiscal year-end.

REPORTING, EVALUATION AND REVIEW

Performance

Regular performance evaluation of the Fund by the Board is designed to monitor the
effectiveness of the investment process in meeting the long-term objectives of the System.
The purpose is to test the continued validity of the associated decisions and to prompt a
review of underperformance or excessive risk. All performance measurement should be
based on total returns, net of fees, adjusted for risk, as measured over a sufficient time period
to reflect the benefits of any active decisions (typically a minimum of three years and
preferably over five or more years and/or a full market cycle).

The General Investment Consultant shall provide to the Board via the Investment Committee a
written summary of the Fund’s performance each quarter. This report shall include a
comparison to performance goals as well as the investment performance ranking of other
appropriate peer group(s). The Consultant will conduct an in-depth performance attribution
analysis, which will quantify the extent to which specific allocations, strategies, and/or
managers added or detracted from overall Fund performance.

Risk

At least annually, Investment Consultant(s) and Investment Staff shall collaboratively provide a
risk report to the Board via the Investment Committee. This report shall contain a variety of
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risk reporting items and should describe context for whether the risks taken by the Fund were
appropriate in measure and compensation.

Items included in this report shall be both backwards looking (ex-post) and forward looking
(ex-ante), where possible. At a minimum, this report should include volatility, tracking error,
value at risk, correlations, beta, Sharpe Ratio, Information Ratio, portfolio characteristics and
contribution to risk at the Total Fund and asset class levels.

VIL. INTERPRETATION, REVIEW AND REVISION OF POLICY

It is intended that this policy and all addenda hereto be construed and administered such
that they comply with all applicable federal and state laws and regulations, as such may be
amended from time to time to reflect best practices for prudent investors. The Executive
Director is authorized to approve variances from the policies set forth herein in furtherance
of such compliance. The Executive Director is also authorized to update this policy for
strictly administrative items subject to approval by the General Counsel. Any variance
approved for compliance with law shall be approved by General Counsel, Investment
Counsel, or Tax Counsel as appropriate. The Executive Director shall report any such
variances or updates to the Board at its next meeting via the Investment Committee.

All previous System investment policies and objectives are superseded by this document. The
Board will formally review this Policy at least annually to determine whether it remains
appropriate in light of the Board’s investment philosophy and objectives. This document will
also be reviewed periodically and updated as necessary to reflect changes in the capital
markets and to reflect best industry practices for prudent investors. Any revisions to this
document will be promptly supplied to the appropriate parties in written form.
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APPENDICES
1. Strategic Asset Allocation
Asset Class Minimum Neutral Maximum
Global Equities 38% 45% 52%
Private Equity 5% 8% 10%
Real Assets 12% 15% 19%
Private Credit 7% 10% 13%
Fixed Income 18% 21% 28%
Cash & Equivalents 0% 1% 10%

2. Benchmarks

Policy Benchmark

The Policy benchmark is a blended benchmark consisting of Asset Class benchmarks held at neutral
Strategic Asset Allocation weights.

Passive Benchmark

| AssetClass | Benchmark Weight
Global Equities MSCI ACWI IMI Net Index 60%
Global Fixed Income  |Bloomberg Global Aggregate Bond Index|  40%

Asset Class Benchmarks

Asset Class Benchmark

Global Equities MSCI ACWI IMI with USA Gross (Net) Index

Private Equity Burgiss Global PE Funds Index

Real Assets Blended weighted average of primary composite benchmarks
Private Credit LSTA Leveraged Loans Index +200 bps

Fixed Income Bloomberg US Aggregate Bond Index

Cash & Equivalents | Bloomberg US Treasury Bills 1-3 Month Index

Real Assets Composite* Benchmark

Real Estate NCREIF ODCE Net EWA
Infrastructure Burgiss Global Infrastructure Funds Index
Gold Bloomberg Gold Subindex Total Return

*Real Assets composite benchmarks are given pro-rata weights based on actual allocation weights
on a monthly basis.
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3. Asset Class Guidelines

Global Equities:

Region Min Neutral Max
US Equities | MSGHJSAIMI-Net -5% | Weight in ACWI IMI | +5%
DM Equities | MSCHNeord-exUSAHMIHNet -5% | Weight in ACWI IMI | +5%
EM Equities | MSCl-Emerging-MarketsMi-Net | -5% | Weight in ACWI IMI | +5%

Minimum and maximum ranges to be used for Market Drift rebalancing.
Percentages expressed relative to Global Equities exposure.

Fixed Income:

Fixed Income Strategy Type Min  Max
Core Mandates 60% | 100%
Plus Mandates 0% | 40%
Percentages expressed relative to Fixed Income exposure.

Core mandates are those which are benchmarked to and represent the general characteristics of the
Bloomberg US Aggregate Bond Index.
Plus mandates may include public markets strategies in US High Yield, Bank Loans, Emerging Market
Debt, and Multi-Asset Credit.

Cash & Equivalents:

Cash Strategy Type Min  Max
Foreign Currency Mandates | 0% | 25%

Percentages expressed relative to Cash & Equivalents exposure.
Minimum and maximum ranges only to be used for Market Drift rebalancing.

4. Phased Transition Guidelines

Recently the Board adopted a Strategic Asset Allocation which includes new private markets
exposures in Private Equity, Private Credit, and Real Assets and eliminates exposure to Multi-Asset
and US Equal Weighted strategies:
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Asset Class Prior Neutral ~ Current Neutral  Change
Global Equities 56% 45% -11%
Private Equity 8% 8%
Real Assets 15% 15%

Private Credit 10% 10%
Fixed Income 21% 21%
Cash & Equivalents 1% 1%
Multi-Asset 7% -7%

Given the expected time required over several years to build out these exposures, the Board has
adopted the below interim guidelines for benchmarking and the Strategic Asset Allocation:

¢ The Policy Benchmark shall consist of the Asset Class benchmarks held at actual allocation
weights, reweighted monthly, instead of the Neutral Strategic Asset Allocation weights.
e The Global Equities Asset Class and US Equities composite shall be benchmarked by the below,

reweighted monthly, until such time as the US Equal Weighted exposure is eliminated:

Global Eﬁuities Asset Class

US Equities US Equity Spliced Benchmark US Region Weight within MSCI ACWI IMI
Index
Developed Markets MSCI World ex USA IMI Index DM ex US Region Weight within MSCI ACWI
Equities (Net) IMI Index
Emerging Markets Emerging Markets IMI Index EM Reqgion Weight within MSCI ACWI IMI
Equities (Net) Index

usS Eﬁuiti Sﬁliced Benchmark

MSCI USA Equal Weight Index

(Gross)

MSCI USA EW Index Fund’s weight as a % of total US Equity

MSCI USA IMI Index (Gross)

100% - MSCI USA EW Index Fund’s weight as a % of total US

Equity

e The Real Estate and Infrastructure Composites in Real Assets shall be benchmarked by the
below, which consists of underlying strategy type benchmarks at actual allocation weights,

reweighted monthly:

Real Estate Composite
Strategy Type Benchmark |

Private Markets | NCREIF ODCE (Net) (EWA)

Public Markets | US REITs Completion Index

Infrastructure Composite
Strategy Type Benchmark

Private Markets

Burgiss Global Infrastructure Funds Index

Public Markets

Dow Jones Brookfield Global Infrastructure Index (Net)

e The below minimum and maximum Strategic Asset Allocation minimums and maximums shall

apply:
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Asset Class Minimum Maximum
Global Equities 38% 63%
Private Equity 0% 10%
Real Assets 12% 19%
Private Credit 0% 13%
Fixed Income 15% 28%
Cash & Equivalents 0% 10%
Mutti-Asset 8% 7%

These Phased Transition guidelines shall stay in effect until such time as the Board approves their

removal from this Policy.

Other Portfolio Guidelines

Except as explicitly approved by the Board the following guidelines shall apply:

¢ In active strategies no more than 20% of the System’s investments shall be managed on

a permanent basis by a single investment firm.

e The System’s investments shall not permanently constitute more than 20% of any firm’s

assets under management within the asset class managed for the System.

o Less liquid assets, defined as those with expected liquidity of less frequent than

quarterly, shall not constitute more than 40% of Fund assets

e The Fund shall not have more than 3% of its investments at market value in the
securities of any one corporation

e The Fund shall not own more than 5% of any class of voting securities of any one public

corporation

e The Fund shall not represent more than 20% of a single commingled investment vehicle,
based on market values.

o The Custodian(s) shall maintain a credit rating of at least A+ or equivalent
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1. US Equity portfolio structure
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AGENDA ITEM 7:
Investment Committee

7B1. Discuss and consider Global Equity portfolio structure including: US Equity
portfolio structure

AGENDA ITEM OBJECTIVE
This agenda item is for the Board to consider the Phase Out Guidelines for US Equal
Weight Exposure within the US Equity portfolio.

RECOMMENDATION FOR BOARD ACTION

Staff and Consultant recommend the Board approve the recommendation to grant
additional authority to reduce US Equal Weight exposure if the General Consultant and
Executive Director concur in writing that such action would be in the best interest of the
System.

ITEM SUMMARY

This agenda item will review the Global Equities portfolio and related strategy and
implementation considerations. Meketa will provide an analysis of their recommendation
for eventual elimination of the US Equal Weight Exposure. The Investment Committee
recommended to the Board granting Staff additional authority to reduce US Equal
Weight exposures.

RELEVANCE TO STRATEGIC PLAN

This agenda item is central to COAERS Strategic Plan Goal 4: Identify and
implement leading practices in Board governance, pension administration, and
investment management.

ATTACHMENTS
1. Meketa Memo: Review of US Equal Weight Phase Out Guidelines
2. Staff Memo: Global Equities: US Equal Weight Exposures




M E K E T A 5796 Armada Drive 760368623450 Of 245
Suite 110 Meketa.com
Carlsbad, CA 92008
|
MEMORANDUM

TO: Board of Trustees, City of Austin Employees’ Retirement System
FROM: Leandro A. Festino, Stephanie Sorg, Meketa Investment Group
DATE: June 26, 2025

RE: Review of US Equal Weight Phase Out Guidelines

Atthe May 23, 2025 Investment Committee meeting, Meketa and Staff provided a review of the Board-approved
rules-based mechanism for phasing out the US Equal Weight exposure at multiple declining
market-concentration levels.

We note that these guidelines were calibrated based on the effective number of stocks in the benchmark and
aim to reduce and eventually eliminate the Equal Weight exposure as this measure approaches a more normal
level (within 1.25 standard deviations of its relevant average). The number of effective stocks is a statistical
measure that estimates the number of securities needed to reasonably replicate the index. Using just this
approach, US Equal Weight exposure will be eliminated only when market concentration levels return to
historical norms.

US Equal Weight Phase Out Levels

Phase Out of US Diversifiers
When Ef_fectlve ...thenreduce US
Stocks in the Equal Weight
benchmark reaches q g .
. exposure to this
this level....
MSCIUSA IMI Effective Stocks z- US EW Exposure
Effective Stocks Score P
74 -2.00 25%
86 -1.75 15%
98 -1.50 10%
109 -1.25 0%

US Equal Weight Exposure is expressed relative to the total US Equity portfolio.
Recommendation

Meketa has reviewed the feasibility and application of the phase out guidelines, as well as alternative
options, in the context of the current market environment and reaffirm the current disciplined approach.

However, in addition to the current guidelines, Meketa acknowledges that there may be circumstances
and environments where, for the best of the System, a judgement-based decision to reduce the US Equal
Weight exposure may be warranted irrespective of the rules-based guidelines. As a result, Meketa
recommends that in addition to maintaining the disciplined phase out levels, the Board considers granting
COAERS’ Staff the authority to reduce the US Equal Weight exposure if the General Consultant and
Executive Director concur in writing that such action would be in the best interest of the System.

We look forward to reviewing these items with the Board at the upcoming meeting. In the meantime, if
you have any questions, please contact us at (760) 795-3450.

LAF/SBS/AL/sf

MEKETA.COM
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Staff Memo

EXECUTIVE SUMMARY:
Overall, Staff concur with Meketa’s recommendations, as presented.
COMMENTARY:

Maintain US Equal Weight phase out guidelines: Staff believe that a rules-based approach to
phase out of US Equal Weight exposure continues to be prudent given historic levels of
concentration in the benchmark. For example, the top 5 stocks currently have a 23% weight in
the MSCI USA IMI benchmark index as of 6/10/2025. As part of our coordinated work with Meketa,
we considered recalibrating these guidelines with current market data or using other measures to
reduce exposure (such as time-based approaches), but decided to maintain them as is.

Considerations for this approach include the possibility that it could take some time before all the
trigger points are met (potentially multiple years). During this time there may be times where it
would be prudent to reduce exposure prior to a trigger point being met. For example, through
parts of March and April this year, the equal weight index outperformed the capitalization weighted
index to the tune of +4%. The effective number of stocks also rose, but not enough to trigger a
rules-based reduction in equal weight exposure. Since then, the outperformance of equal weight
and the effective number of stocks has reversed somewhat.

Given this backdrop, Staff concur with Meketa’s recommendation to additionally grant judgment-
based authority to reduce (not increase) US Equal Weight exposure. Requiring General
Consultant and Executive Director concurrence on any such reduction places appropriate
guardrails on this process in our opinion as well. Staff shall notify the Board of any such use of
this authority by email within 1 business day and in writing at the next meeting of the Investment
Committee, which is in line with notification requirements in the Investment Policy Statement for
Market Drift rebalancing.

Appendix 1 gives more details on the status of the phase out guidelines.
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Global Equities:
US Equal Weight Exposures
Staff Memo

COAERS

APPENDIX 1: PHASE OUT GUIDELINES

At the March 2024 Board meeting, the Board approved reducing diversifying exposures in US
Equities to approximately 25% of the portfolio, down from ~50%, and simplifying this exposure
into a passive, US Equal Weight index.

In addition to this reduction, the Board approved guidelines for a further reduction in equal weight
exposure based on a rules-based mechanism that measures market concentration. These
guidelines were calibrated based on the effective number of stocks in the benchmark and are
intended to reduce, and ultimately eliminate, US Equity equal weight exposures as this measure
approaches a more normal level (within 1.25 standard deviations of its relevant average).
Effective stocks are a statistical measure that estimates the number of securities needed to
reasonably replicate the index.

Since approval of this approach, the market has become more concentrated and none of the

additional trigger points approved by the Board have been breached. As a result, the market
capitalization weighted index has outperformed the equal weighted index.

Phase out guidelines as approved by the Board:

Phase Out of USDiversifiers
When Effective ..then reduce
: USEqual
Socksinthe .
Weight
benchmark reaches exmosureto this
thislevel...
MO USAIMI Hfective Socks .
Hfective Socks S-Score USBEW BExposure| Triggered?
74 -2.00 25% Yes
86 -1.75 15% No
98 -1.50 10% No
109 -1.25 0% No
Qurrent
MO USAIMI Hfective Socks  USDivers.
Efective Socks z-Score Bxposure
67 -2.15 24.8%
Data as of 6/10/2025
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Staff Memo

Effective stocks overtime:

MSCI USA IMI: Effective Number of Stocks

250

200

150

100

50

0
2/2009 2/2011 2/2013 2/2015 2/2017 2/2019 2/2021 2/2023 2/2025

= MSCI| USA Effective Stocks +seee -1.75StDevy  seeeee -1.5 St Dev -1.255t Dev === Average
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AGENDA ITEM 7:
Investment Committee

7B2: Discuss and consider Global Equity portfolio structure including US Small Cap
portfolio

AGENDA ITEM OBJECTIVE
The Board will consider a recommendation to retain an Active Small Cap Core Equity
Manager.

RECOMMENDATION FOR BOARD ACTION
Staff and Consultant recommend the Board approve the retention of the proposed
Active Small Cap Core Equity Manager.

ITEM SUMMARY

At it's March 26, 2025 Meeting, the Board approved the search for an Active Small Cap
Core Equity Manager. Staff and Meketa will present a recommendation for the retention
of a manager for this mandate.

RELEVANCE TO STRATEGIC PLAN

This agenda item is central to COAERS Strategic Plan Goal 4: Identify and
implement leading practices in Board governance, pension administration, and
investment management.

ATTACHMENT
1. Meketa Memo — US Small Cap Core Manager Search (CONFIDENTIAL)

SUPPLEMENTAL MATERIALS

A. Meketa Manager Report — US Small Cap” (CONFIDENTIAL)

B. Staff Memo “US Small Cap Manager” (CONFIDENTIAL)

C. Staff Memo “Core US Small Cap Manager Search Recommendation”
(CONFIDENTIAL)




C. Discuss and consider proposed

funding implementation plan
Presented by David Stafford
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AGENDA ITEM 7:
Investment Committee

7C: Discuss and consider Investment Committee proposed funding implementation plan

AGENDA ITEM OBJECTIVE
This agenda item is for the Board to consider the proposed funding implementation
plan, which incorporates items discussed at the Investment Committee.

RECOMMENDATION FOR BOARD ACTION
Meketa and Staff recommend the Board approve the recommendations in the proposed
funding implementation plan.

ITEM SUMMARY

The Investment Committee reviewed the Fixed Income and Cash & Equivalents
portfolios, related strategies, and implementation considerations. Meketa provided asset
class structure reviews for Fixed Income and Cash & Equivalents, including
recommendations for consideration. The proposed funding implementation plan
includes recommendations to implement these recommendations, as well as any other
rebalancing that might be prudent to consider.

RELEVANCE TO STRATEGIC PLAN

This agenda item is central to COAERS Strategic Plan Goal 4: Identify and
implement leading practices in Board governance, pension administration, and
investment management.

ATTACHMENTS
1. Meketa Memo: Structure Review Summary and Implementation (CONFIDENTIAL)
2. Staff Memo: Proposed Funding Implementation Plan (CONFIDENTIAL)

SUPPLEMENTAL MATERIAL
1. Staff Memo: Proposed Funding Implementation Plan Appendix (CONFIDENTIAL)




D. Discuss and consider responses to
private markets investment consultant
request for proposal including
presentations from finalists and

iInvestment consulting agreement
Presented by Christopher Hanson



8. Discuss and consider request for

proposal for actuarial consulting services
Presented by Russell Nash
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AGENDA ITEM 8:
Discuss and consider a Request for Proposal for actuarial consulting services

AGENDA ITEM OBJECTIVE
The objective of this agenda item is to consider a Request for Proposal for actuarial consulting
services.

RECOMMENDATION FOR BOARD ACTION
The Benefits and Services Committee recommends the release of a Request for Proposal for
actuarial consulting services.

RELEVANCE TO STRATEGIC PLAN

This agenda item is an action item in COAERS Strategic Plan Goal 1: Achieve and maintain
a funding level that ensures the long-term sustainability of the retirement system. The
consulting actuary provides Trustees with valuable information about the current and future
costs of the plan.

BACKGROUND

The COAERS Board of Trustees has statutory authority to select an actuary who serves as the
technical advisor to the Board, determining the cost of the benefits promised to members and
providing annual valuations to ensure proper future funding.

Currently, actuarial consulting services are provided by GRS Consulting, led by Lewis Ward and
Janie Shaw, under an engagement letter defining the scope and fees of the relationship. The
current Engagement Letter expires at the end of 2025. In preparation for the future, Staff
recommends conducting due diligence via a Request for Proposal (RFP) to identify the best
consulting firm for actuarial services. A Staff report follows outlining the RFP and related
activities.

The selected actuarial firm will provide services for an initial five-year term, with the possibility of
renewal upon mutual agreement, allowing for continuity as long as the Board so desires.

ATTACHMENTS
A. Actuarial Services RFP Staff Report (CONFIDENTIAL)
B. COAERS Actuarial Services RFP (CONFIDENTIAL)




9. Receive report from Executive Director
on the following matters:

A. Staffing and operational matters

B. 2025 Member Summit

C. Trustee Place 5 Appointment

D. MET report and upcoming educational

programs and conferences
Presented by Christopher Hanson
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AGENDA ITEM 9:
Receive report from Executive Director on the following matters:

A. Staffing an operational matter

AGENDA ITEM OBJECTIVE
The objective of the agenda item is for the Executive Director to provide the Board with
a report on operational matters including staffing.

RELEVANCE TO STRATEGIC PLAN/CORE COMPETENCIES

This agenda item aligns with one of the five core competencies established in the
COAERS Strategic Plan: “Dependable Operations: Managing the financial and
operational commitments of the system within appropriate measurable standards.”

RECOMMENDATION FOR BOARD ACTION
For informational purposes only; no action required.

ITEM SUMMARY
1. Staffing

» As part of the 2025 administrative budget, the Board approved one new position,
HR Officer. Mr. Ricardo Carlos will be joining COAERS in this position at the end
of July. Mr. Carlos has significant experience in human resources, as well as a
background in business and operations.

*« COAERS has launched its internship program and Ms. Alejandra Paredes began
her internship in June. She is studying business administration, finance, and
global sustainability leadership at the University of Texas at Austin.

« Tofill a vacancy in the IT division, COAERS recently hired Mr. Immanuel Smith
as an Information Systems Support Analyst. Mr. Smith has significant experience
in IT including serving as help-desk and network administration.

2. Member Services and Operations

» As part of the City of Austin’s transition to its new enterprise software system
Workday, COAERS is working with the City to ensure timely transmission of City
payroll and related data necessary for COAERS to complete its mission.

« Staff continue the series of pop-up department events to have active members
provide current beneficiary information to COAERS. Participants can
update/complete a beneficiary form, get it notarized on the spot, and ask any
guestions they may have about COAERS benefits.
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AGENDA ITEM 9:
Receive report from Executive Director on the following matters:

B. 2025 Member Summit

AGENDA ITEM OBJECTIVE
The objective of the agenda item is for the Executive Director to provide the Board with
an update on the July Member Summit.

RECOMMENDATION FOR BOARD ACTION
At the Board'’s discretion.

ITEM SUMMARY
Staff have drafted the 2025 Member Summit agenda with a similar structure to the 2024
Member Summit.

RELEVANCE TO STRATEGIC PLAN
This agenda item is central to COAERS Strategic Plan Goal 3: Provide high-quality
stakeholder services, education, and experience.

ATTACHMENT
A. Draft 2025 Member Summit Agenda
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COAERS

CITY OF AUSTIN
EMPLOYEES' RETIREMENT SYSTEM

AGENDA

BOARD MEETING
July 23, 2025 12:00 p.m.

Physical Meeting Location
4700 Mueller Blvd., Suite 100, Austin, TX 78723

The Board may deliberate and take action on any of the following items:
1. Call meeting to order
2. Member Summit kick off
3. Navigating Post-Retirement Employment
4. Financial Planning Across Career Stages
5. How to recession-proof your budget
6. Maximizing Your Retiree Resources
7. State of the Fund: A Closer Look at Your Retirement System

8. Adjournment

This meeting shall be conducted pursuant to the Texas Government Code Section 551.001 et seq. At
any time during the meeting, the Board reserves the right to adjourn into Executive Session on any of
the above posted agenda items in accordance with the following of the Texas Government Code:
Sections 551.071, 551.072, 551.073, 551.074, 551.075, 551.076, 551.0785, or 551.089; or Sec. 13,
art. 6243n Texas Rev. Civ. Stat.

Posted Date: July 17, 2025 Christopher D. Hanson
City Hall, City of Austin Executive Director
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AGENDA ITEM 9:
Receive report from Executive Director on the following matters:

C. Trustee Place 5 Appointment

AGENDA ITEM OBJECTIVE
The objective of the agenda item is for the Executive Director to provide a report on the
process for appointment of Trustee Place 5.

RECOMMENDATION FOR BOARD ACTION
For informational purposes only; no action required.

RELEVANCE TO STRATEGIC PLAN/CORE COMPETENCIES

This agenda item relates to COAERS Strategic Plan Goal 4: Identify and implement
leading practices in board governance, pension administration, and investment
management.
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AGENDA ITEM 9:
Receive report from Executive Director on the following matters:

D. MET report and upcoming educational programs and conferences

AGENDA ITEM OBJECTIVE
The objective of the agenda item is for the Board to receive a report on the upcoming
educational programs and conferences.

RECOMMENDATION FOR BOARD ACTION
For informational purposes only; no action required.

ITEM SUMMARY

The Executive Director will review the current report on compliance with the Pension
Review Board’s Minimum Educational Training requirements, as well as upcoming
education and professional development opportunities.

RELEVANCE TO STRATEGIC PLAN/CORE COMPETENCIES

This agenda item also aligns with one of the five core competencies established in the
COAERS Strategic Plan: “Education: Promoting educational opportunities that
enhance knowledge and develop appropriate skill sets for Trustees, Staff, and
customers.”

ATTACHMENTS
1. COAERS 2025 MET report
2. Upcoming Educational Programs and Conferences
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The following report provides information on the COAERS Trustee and administrator’s
progress in completing the Pension Review Board (PRB) training requirements. The
report does not include courses that have been registered for but not yet taken or
reported.

PRB Terms
COAERS has two Trustee in the first-year cycle. All other Trustees have begun a new
cycle in 2025. COAERS had full compliance with MET requirements in 2024.

Core MET Requirements

New Trustees and administrators are required to receive a minimum of seven hours of
training in “core” topic areas of: fiduciary, governance, ethics, investments, actuarial,
benefits administration, and risk management. The seven hours of “core” training must
include every topic area and training in each topic area must be at least 0.5 hours and
not more than 2 hours.

Continuing Education MET Requirements

As of 2025, Trustees and administrators are required to complete a minimum of two hours
of training every year. “Continuing education” training may be in the “core” topic areas, as
well as “non-core” topic areas such as compliance, legal and regulatory, pension,
accounting, custodial issues, plan administration, Texas Open Meetings, and Texas
Public Information Acts.




COAERS

COAERS 2025 MET Report

Continuing Education Training 2025 Core Non-core Total | Completed
Michael Benson
Kelly Crook
Christopher Hanson 2 8 10 \/
Yuejiao Liu 59 59 N
Chris Noak
Anthony Ross 1425 | 1425 N
Diana Thomas
Dick Lavine
Michael Granof
Ed Van Eenoo

Core Training 1-year cycle Core Non-core Total | Completed

Ben Ellinor 4.75 4.75
Krista Laine 9.5 9.5 \/

*Trustees are required to complete 2 hours of training by December 31, 2025
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COAERS

Upcoming Educational Programs and
CITY OF AUSTIN
EMPLOYEES’ RETIREMENT SYSTEM Conferences

This page contains links with information on upcoming conferences and educational programs.
Noted programs are pre-approved for meeting either core or continuing education requirements
from the PRB. Staff can request credit in advance from the PRB for training not pre-qualified. If
you have any questions or need any additional information, please contact Shawna Santos.

CAIA Association Fundamental of Alternative Investments (self-study)(pre-approved for
PRB)

CFA Institute

o Investment Foundations — (self-study, approximately 60 hours)

o Private Markets and Alternative Investments Certificate (self-study, approximately
70-90 hours)

= |[FEBP

o July 14-15, 2025 -Fraud Prevention Institute — Chicago, IL
o July 14-15, 2015 — Public Plan Trustees Institute Level 1 — Chicago, IL
o July 18-19, 2025 — Retirement Plan Basics, Chicago, IL
o October 6-7, 2025 — Retirement Plan Basics, Austin, TX
* NACD
o Virtual Director Professionalism (online)

o Cyber Risk Oversight Certificate - helping governance professionals understand how
to identify cybersecurity threats and provide oversight of critical digital assets (online)

o Director Proficiency: Financial Oversight (online)

o Director Essential Series (online)

NASRA

o August 9-13, 2025 - Annual Conference — Seattle, WA

NCPERS (pre-approved for PRB, Continuing Education only)
o August 17-19, 2025 — Public Pension Funding Forum — Chicago, IL

o October 25-26, 2025 — Program for Advanced Trustee Studies (PATS) — Tampa, FL

Board Meeting
March 26, 2025


https://caia.org/programs/fundamentals
https://www.cfainstitute.org/en/programs/investment-foundations
https://investmentfoundations.cfainstitute.org/
https://store.cfainstitute.org/private-markets-and-alternative-investments-certificate/
http://www.ifebp.org/
http://nacdonline.org/
http://www.nasra.org/meetings
http://www.ncpers.org/
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o October 26-29, 2025 — Financial, Actuarial, Legislative & Legal (FALL) Conference —
Tampa, FL

Texpers
o August 4-5, 2025 — Summer Educational Forum — El Paso, TX

Pension Review Board online trainings: (all count toward PRB training requirements)

o Risk Management (45 min); Risk Management (1 hr); Ethics (45 min); Governance
(45 min); Actuarial matters (1.5 hrs); Fiduciary Matters (1 hr) and Investments (1.5
hrs)

Recommended Reading:

The Future of Pension Management — Keith P. Ambachtsheer

Investment Beliefs: A Positive Approach to Institutional Investing — K. Koedijk
Achieving Investment Excellence: A Practical Guide for Trustees of Pension Funds,
Endowments and Foundations — K. Koedijk

Winning at the Loser’'s Game — Charles D. Ellis

Think Again — Adam Grant


http://www.texpers.org/
https://softchalkcloud.com/lesson/serve/Ud8eHX7nOQpv5Y/html

10. Review key meeting takeaways and

call for future agenda items
Presented by Diana Thomas
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AGENDA ITEM 10:
Receive key meeting takeaways and call for future agenda items

AGENDA ITEM OBJECTIVE

The objectives of the agenda item are to ensure Trustees and Staff have a mutual
understanding of any decisions from this meeting, Trustees and Staff have a chance to
clarify any direction requested during the meeting, and Trustees can request items for
future meeting agendas.

RECOMMENDATION FOR BOARD ACTION
Trustees will review key meeting takeaways and provide any additional direction to
Staff.

RELEVANCE TO STRATEGIC PLAN

This agenda item meets COAERS Strategic Plan Goal 4: Identify and Implement
Best Practices in Board governance, pension administration, and investment
management. It is an industry best practice to review key meeting takeaways to
summarize what was accomplished at the meeting as well as ensure Staff has clear
direction on further work and future agenda items.
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