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(Wher eupon, the nmeeting comenced at 2:03 p.m)
PROCEEDI NGS

M5. LANFER. This is the G her Post Enpl oynent
Benefits Trust Fund nmeeting. This is our sem -annual board
meeting. The date is April 8th, 2020, and the time is
2:03 p.m This nmeeting is being conducted by conference call

This meeting is being called to order. Roll call

Counci| President Theresa Kail-Smth?

Controll er Mchael Lanb?

Director Janet Manuel ?

MS. MANUEL: Present.

M5. LANFER.  Solicitor Yvonne Hilton?

MS. HILTON: Here.

M5. LANFER. And I'mgoing to refer to Solicitor
Frank. Do we have a quorun?

MR. FRANK: You have a quorum

M5. LANIER. Ckay. Thank you

Next 1'mgoing to call for public conment. 1Is there
anyone on the line who wi shes to make a public coment?

Hearing no one wi shing to make a public coment,
we're going to nove on to approval of mnutes, approval of
mnutes fromthe |ast biannual neeting of Novenber 6, 20109.
May | have notion to approve?

MS. MANUEL: Janet Manuel nakes a notion to approve.
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M5. HILTON:  Yvonne Hilton --

M5. LANNER Is there a second?

M5. HILTON: Yeah. Yvonne Hilton seconds.

MS. LANNER. Al in favor, signify by saying aye.
MS. HILTON: Aye.

MS. LANIER  Aye.

MS. MANUEL: Aye.

MS5. LANIER. Are there any opposed? No opposed.
We'll nove on to bills and communications, the

report fromthe Chair, nyself, Mrgaret Lanier

The fund bal ance as of March 31st, 2020,
$24.3 mllion.

The first quarterly transfer of 625,000 into the
OPEB Trust Fund has been nmade; however, the Cty is |ooking for
ways to control spending in the current unstable environnent.
The OPEB Trust Fund will not be conpletely funded for use well
into the future. The Gty will be |looking to defer the next
quarterly paynment of 625,000 due June 1st. Deferring the
paynment will just extend the tineline for conpleting funding.

Transfers to the police arbitration fund has
continued again for this year

Transfers to the fire arbitration fund fromthe
Gty's general fund has continued again for the year as well.

The yearly contribution to the disabled

firefighters' OPEB Trust Fund has been nmade this year.
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Are there any questions? Thank you.

Next we'll have the report -- the solicitor's
report. Solicitor Frank.

MR, FRANK: Thank you. The trustees will recall
under the 2017 arbitration award of the firefighters the Cty
Is required to establish a dedicated account for postretirenent
health care benefits for disabled firefighters. The award,
however, doesn't provide for a specific contribution to fund
the account or a nethod of calculating the contribution.

Decenber 2018, when the issue first arose, we
actually nade a calculation of the present value of the cost of
fundi ng nmedi cal benefits for the disabled firefighters
proj ected over a 72-year period. W proposed to the
firefighters that we would take that present value and divide
It over 72 years to fix the annual contribution. That was
agreed to by the firefighters.

At the time of the agreenent in Decenber of 2018,
however, there were three disabled firefighters. As of
Novenber 2019, there were now seven disabled firefighters. W
asked the actuary to nmake an adjusted present value for the
seven disabled firefighters. W did it based upon a 6.75
di scount rate -- our actuary did it for us, | should say --
which is consistent with the expected rate of return of the
OPEB Trust Fund. Again, we divided the present value over 72

years, and it resulted in an annual contribution of $43,934 to
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the disabled firefighters' fund. The firefighters agreed to
this calculation, and we increased our contribution to the
di sabled firefighters' fund accordingly.

The other activity that has occurred since our |ast
meeting is that each year the professional service providers to
the fund, which are ny law firmand Fifth Third, are required
to give an annual disclosure, which is due May 1, per the state
pensi on act, disclosing political contributions, gifts to
public officials, and other matters. W have sent a rem nder
to Fifth Third of this requirenent.

I'malso remnding the trustees when conpleting
their statenment of financial interest, which is due to the city
clerk by May 1, you need to note that anong the positions you
hold is a trustee of the fund in addition to any other position
you hol d.

Are there any questions?

MS. MANUEL: Solicitor, this is Janet Manuel. Just
for confirmation to assure ny understandi ng, does that nean not
only list our -- for exanple, nyself, ny Cty of Pittsburgh
position, but then you also stated that we should list the
board of trustees role as well?

MR. FRANK: Yes. Yeah. You have to list that
you're a trustee of the OPEB benefit trust fund. And you also
woul d have to list that you're a trustee of the conprehensive

fund because you're a trustee of both funds.
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MS. MANUEL: Thank you for the clarification.

MR, FRANK: Yeah. | mean, there's a space there
that you can do it. You also can just make an attachnent if
you don't have the space for all your positions and just say
"See attached" and just type them out.

MS. MANUEL: Thank you

MR, FRANK:  Sure.

MS. LANIER:  Thank you, Solicitor Frank.

Next we're going to nove on to the Fifth Third
report by Keith MFarl and.

MR. McFARLAND: Hello. Keith MFarland. Before |
start, | want to ask Brad Walters if he has any comments from
Fifth Third that he wanted to make before | get started with
the investnent review. Brad?

MR. WALTERS: Nothing fromny end. Just that, you
know, we're here to continue to partner with you, and we hope
everything is well.

| want to turn it back over to Keith to tal k about
the investnents.

MR. McFARLAND: Ckay. | first just want to tell you
what the report shows. W will show market val ues, when | go
over the asset values, as of March 31st of '20, but the
performance that will be shown will be as of 2/29/20. So just
to clarify that because you may see some different val ues

bet ween what is shown on the performance part of the report and
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t he market val ues.

Cbvi ously, over the last nonth markets have been
volatile, to say the least. And the reason we're doing this
meeting over the phone is because of the coronavirus that has
I npacted markets globally and has significantly inpacted both
equity and fixed income markets.

So as | go over the report, starting wth this
report, |I'mgoing to skip over the first few pages and junp to
page 7.

One of the things |I did skip over were the returns
year to date, but I'mjust going to give you those verbally
because, obviously, the returns as of February 29th versus
where we are now are somewhat irrelevant, but just to give you
an i dea where markets have been.

And markets are up again today. It does seemt hat
the market has stabilized somewhat as the Federal Reserve has
cone in and added stinulus, and the government -- the
$2 trillion stimulus package has done at |east sonmething to
stabilize the market.

But just as of yesterday's close of business, the
S&P 500 year to date is down 17.25 percent. The Russell 2000,
whi ch represents small cap stocks, is down 31.45 percent.
Devel oped international nmarkets are down 21.84 percent, and
energi ng narkets are down 20.89 percent. So just to give

you -- it's broad-based narkets down across the board.
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But just in contrast, if you look at it just for the
first part of April, nost of these narkets are up anywhere from
1 to 3 percent, so the market has stabilized somewhat.

The other thing, |ooking at fixed incone markets,
returns are going to be somewhat nuted. One of the things the
Fed had to do was cone in and add stinmulus to those markets to
firmup the markets as there were actually nore sellers than
buyers. So all of that, the markets have been very nuch
di srupted, particularly high yield fixed income, which we don't
have nuch of in this portfolio, down 13 percent year to date
| argel y because of the collapse in the price of oil

So if we get into the actual portfolio, we start on
page 7. | always put this in when markets are volatile just to
put everything in context. And what this shows -- this report
just shows returns of the S& 500 goi ng back all the way
through 1926, so it reflects the Great Depression. So the
contrast, the left side of the chart, you see at the top it
shows where markets were down 20 percent, 20 to 10 percent, and
fewer than 10 percent versus the right-hand side of the chart
where it shows positive returns for the market.

And you see what this sinply illustrates is the
market is up far nore than it is down. These periods happen.
I"'mstill at this point not even sure that the market is going
to be down nore than 20 percent this year, and it remains to be

seen where it will end up. But the point of this is that the
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market is up far nore than it is down and that, as a |long-term
I nvestor, patience is key.

If we go to page 8, this shows the market val ues as
of the end of March. And as was nentioned earlier, we're at
24.3 mllion. Actually, as of the close yesterday, you're at
24.6 mllion. Just through the first week of April, about 55
percent equities, 5 percent real assets, a small position in
alternatives, 36 percent fixed income. And the target as
specified in the policy is 60 percent equities, so we're right
at that target.

And one of the things that you do when you have
volatile markets is you rebal ance the portfolio. So when
you' re above your target, you nove it down to your target.
When you' re below, you nmove it up. That's adding risk when
mar kets are down, taking it off when markets are up, and the
sinple investnment concept: sell high, buy |ow

If we nove to pages 9 and 10 -- and I'mgoing to
start really right here on page 10 just to give you an idea of
what the equity portfolio | ooks like. One of the things that
was done over the last two years is transition the portfolio
into nore | ower-cost investnents, which are | ower cost to you
And one of the things we've done is added factor investing, and
that has actually hel ped us on a performance basis. Things
such as the i Shares, if you ook in the |arge cap space. And

we've done that in small, md, and international as well. But
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things like iShares, the third investment down, m nimum
volatility. Those are types of investments that performbetter
when the market is in volatile times |ike we are now. So we've
been adding nore things that will react when the markets are
volatile in this case and to actually protect the principal.

Not that we're not going to go down, but we go down | ess than

the market when the markets are in this type of condition.

Now, if we nmove to page 13 and 14 -- we'll start on
13. Here is where we'll ook -- and, again, this is as of
2/29 -- at the category performance. And I'mreally going to
focus on -- you see positive performance in the fixed incone,

which is the second gray line. But the third gray line,
equity, is to give you an idea of how the portfolio has
performed. Wen this started at the end of February, it was
down -- the equities were down 8.4 percent. Real assets were
down 4 1/2 percent.

If you go to the next page, you see the overal
portfolio was down 3.8 percent. Obviously, since that tine,
the market significantly tanked through March. And while |
don't have those conplete nunbers, the portfolio was down
12.7 percent. However, it has been up about 3 1/2 percent in
the first part of April, in this week.

So this volatility is likely to continue, and we
know we wi |l go through these periods. But as things

i nprove -- the market is always forward-|ooking, and as |ong as
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things continue to inprove and if we take a nore patient,
bal anced approach to what is going on, we woul d expect markets
to inprove.

It's likely that when we see second-quarter GDP
it's going to be a very ugly nunber, but if the econony is
starting to come back online -- again, the market | ooks
forward, but it won't pay attention. W' ve already felt nuch
of the pain fromwhat is going to happen there. And | think
the market will expect that, and the market will |ook as the
econony cones back onli ne.

The good thing is that the financial systemwas in
good shape as opposed to 2008 before this happened, which will
al l ow a much qui cker recovery. And in addition, the governnent
added stinulus very early on as this was happeni ng, so that
wi |l allowthe econony to, again, rebound nuch quicker.

| want to nmove to the next page. On page 15, this
just shows the disabled firefighters' fund. And you'll see
that's at 73,179.43.

The one thing | did want to confirm here, given what
we -- given the size, it was in the right -- it was in the
right investnent. But as we nove forward, does this nove with
the sane policy that we invest the other fund as we woul d begin
to invest this in the market? That's just a question. That
doesn't need to be answered now. | just -- | want to confirm

the policy for which we would invest these funds.
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So with that, are there any questions?

MS5. MANUEL: This is Janet Manuel.

MR MFARLAND: Yes.

MS. MANUEL: In regard to the recommendation, is
there a time frane that you're suggesting for us to consider
that as well?

MR. McFARLAND: Well, we have a policy based on the
trust agreenent that we have for the other fund. And if there
Is one, | don't have it for the disabled firefighters unless it
Is to follow the same OPEB agreenent of the prior one. |If so,
| can gradually invest it toward the sane targets that we
I nvest the other fund.

MS. MANUEL: Thank you

13

M5. LANNER. This is Margaret. Solicitor Frank, are

you famliar wth that policy?

MR FRANK: Well, we have the overall investnent
policy for the fund, and it would be ny recommendation to the
trustees that we followit for the disabled firefighters.
think, ironically, it was good that we kept this in cash,
but -- considering what has happened, but | would gradually,
subject to the direction of our investnent advisor, nove it
into equities and have it be a mirror of the larger fund. That
woul d be ny recommendati on.

M5. LANFER.  Could I make a nmotion to have it

treated the sane way --
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FRANK: Yes, you can.

LANIER:  -- as the OPEB Fund?
FRANK: Right.
LANIER: | make a nmotion to have the investnent

policy be the same for the disabled firefighters' fund.

MS. MANUEL: Janet Manuel seconds.

M5. LANFER. Al in favor, signify by saying aye.

Aye.
MS. MANUEL: Aye.

MS. LANIER  Any opposed?

MS. HILTON: Margaret, it's Yvonne. |'mnot so nuch

opposed as | -

| think M. Frank suggested that, you know, we

| ook to our financial advisors to get confirmation. That would

be nmy only reservation.

MR, MFARLAND: Right. And | -- I'mgiving you

that. | just want to confirm You have a detailed policy for

the other fund --

VR.
VR.
we follow that

VR.

FRANK: Right.

McFARLAND: -- and | just want to confirmthat
detail ed policy.

FRANK: Well, you certainly should be follow ng

it for the larger fund, and | --

MR. McFARLAND: And we are. W are. | just -- |

just don't have it -- | just didn't have it. Right. And with

that notion, |

will followthe same policy that |'mfollow ng
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for the existing larger fund. | just wanted to -- it was nore

confirmation on nmy part that we were to invest it in the sane

manner .
MS. HILTON: COkay. | guess | then -- | just wanted
to make sure that was the advice. So | -- | nmean, that's the
advi ce.
MR. McFARLAND: Right. | just -- that was nore -- |
wanted to confirm | didn't want to assunme --

MS. HI LTON: Thank you.

MR. McFARLAND: -- given these narkets.

M5. LANIER. Ckay. Are there any opposed?

Motion carried. Thank you.

Thank you, M. MFarl and.

Next we're going to nove on to a report by Korn
Ferry, and | believe Jason Fine is on the |line.

M5. LAKSANA: This is Evi Laksana. Yes, Jason is on
the line, but I will be delivering the report for Korn Ferry.

MS. LANIER.  (kay.

MR FINE: Yeah. Thanks, Evi.

MS. LAKSANA: Sure. | wasn't sure if you all have
the presentation that | forwarded to Adam Ws that
distributed prior to the nmeeting?

MR HOFFMAN:  No, | don't believe | did, Evi.
Sorry.

MS. LAKSANA: No.
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MR, HOFFMAN:. Wen did you send it? | can quickly
try to send it to everybody.

MS. LAKSANA: Ch, | was going to say that | can
probably give a quick overview, and we can address any
addi tional questions that you guys have after you receive the
slides at another tine, if that's okay.

| did send that to you -- let ne see.

MR. FINE: This says March 11th or 12th, Evi. |
actually have it up. Do you want ne to forward it to Adanf

MS. LAKSANA: Sure. That would be great.

MR FINE: Al right. I'mgoing to forward it to
you right now, Adam

MR. HOFFMAN: Ckay. Thank you.

MS. LAKSANA: | found the e-mail. It was on
March 18.

So since you don't have the presentation or didn't
have a chance to review it in advance, I'Il just give a quick

overview of the results of the fiscal year ending 12/31/19
disclosure in this neeting.

So this is on the '19, just what we call a rol
forward year for the City. So we didn't do a full OPEB
valuation. Al we did essentially is just preparing the
di scl osure needed for your financial statement. The results
for the fiscal year ending 12/31/19 disclosure is projected

fromthe 2018 full valuation that we did |ast year, but we made
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a few changes to the results -- to the assunptions.

The first one is to reflect the actual health care
cost increases from2018 to 2019, and that actually decreases
the liability slightly, by 1.6 percent, because for sone groups
the premumrate has been increased. And for other groups, we
al so see a reduction in the post-65 premumrate, although
there are al so groups that have premumrates increasing nore
t han expected. A conbination of all those different changes by
groups and by pre- or post-Medicare paynent periods produce a
net liability decrease by 1.6 percent.

The ot her assunption change that we nade was on the
di scount rate. W received updated capital market assunptions
fromFifth Third, and it looks like it is -- we are
recomendi ng that the expected rate of return of the trust is
reduced from®6.75 percent |ast year to 6 percent in 20109.

So according to GASB 75 graduation, essentially
because the Gty -- the trust -- the Cty's OPEB Trust is not
expected to be depleted in the future, we are expecting that
the trust will be able to pay for all future benefit paynents,
that we are using the expected long-termrate of return of the
trust as the accounting disclosure discount rate. So this was
essentially changed from 6.7 percent |ast year in 2018 to
6 percent in 2019. The reduction in discount rate caused a
liability increase by about 8.4 percent. So once you apply

those two changes, the total OPEB liability as of the end of
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12/31/19 is 465 mllion, and that was an increase fromthe 2018
liability of 429 mllion.

The assets perforned well in 2019. It increased by
31 percent. So that contributed to a slightly higher funded
ratio of 5.9 percent as of 12/31/19 conpared to 4.85 percent in
2018.

W cal cul ated actuarially what we woul d recomend
the Gty contribute. For fiscal year 2019, which was
determ ned | ast year, we were recomending 35.8 mllion, and
that was using a 6.75 percent discount rate.

For fiscal year 2020, that anmount increased slightly
to 36.5 mllion, and that is using a |ower discount rate, which
Is 6 percent. So although the discount rate dropped by 75
basis points, the actuarially determ ned contribution increase
I's very slight.

So | ooking at projected benefit paynents, which is
essentially the cash paynent that we are expecting the Gty to
make for the retirees' health care, it is expected -- it is
slightly Iower than |ast year because the health care cost is
essentially slightly lower than last year. But simlar to |ast
year, the payment is expected to continue to increase, and it
will reach its peak around 2033 at 36.2 mllion. For 2009
[verbatim, it is expected to be around 25 point --

24.5 mllion. And for 2020, it is expected to increase to

25.5 mllion. This is essentially the cash paynents that we
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are expecting the Gty will be making for all your retirees.

Moving on to the funding of the benefit, the same
message | have to share -- it's pretty nmuch the sane as what |
mentioned |ast year. |If the Gty continues to fully fund the
retirees' health care expenses, or what we call a payroll cost,
and contributing 2.5 mllion on top of the payroll cost, the
benefits wll be overfunded. So we had a conversation | ast
year about trust projections and figuring out when would be the
best tinme to essentially start paying for the benefit paynments
fromthe trust instead of paying it out of the Cty's genera
fund. So | would reconmend that that study be revisited once
we conpl ete the 2020 val uati on.

So the last thing that | would Iike to point out
regardi ng the managenent of the OPEB liability. So | nentioned
during a prior conversation that I had with Patrick that about
three-quarters of the Cty liability is really due to the
Medi care popul ation, so not just the current Medicare
popul ation but also all the pre-Medicare retirees who wll
eventual |y transfer to the Medicare popul ation.

So one easiest way to manage your OPEB liability in
the future is basically making sure that you are getting the
best price out there for your Medicare plans. | believe those
plans are currently fully insured, so you should | ook to do a
periodic RFP to make sure that you are getting the best price

out there with the coverage that you are | ooking for.
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So that is all | have. And I'lIl take any questions,
if there are any.

MS. LANIER  Hearing none, thank you, Evi.

M5. LAKSANA:  You're wel cone.

M5. LANFER. We'll nove on to the presentation of
resolutions. | have one resolution, Resolution No. 1 of 2020,
a resolution authorizing the paynent for professional services
rendered by Frank, Gale, Bails, Miurcko & Pocrass, P.C., in the
anount of $2,393 for the nonths of COctober 2019 through March
2020.

May | have a notion to approve?

MS. MANUEL: Janet Manuel makes a notion.

MS. HILTON:  Yvonne Hilton seconds.

MS. LANIER. Thank you. Are there any opposed?
Al in favor, signify by saying aye.

MS. HILTON: Aye.

MS. LANIER  Aye.

MS. MANUEL: Aye.

M5. LANNER. Motion carried.

Next we'll nove to new business. W have no new

busi ness |i st ed.

We'll nove on to continued business. 1Is there any
conti nued busi ness?

Hearing none, 1'Il just ask for the last tine. 1Is

there any busi ness that anyone needs to di scuss?
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MR, FRANK: | just think -- this is Solicitor Frank.
| just think that we should note for the record in the
transcript that in the public notice of this neeting the
call-in nunber was provided to the public, that anyone coul d
participate if they wanted to. And this is consistent with the
reconmendation for this type of neeting and the Ofice of Open
Records and conplied with the Sunshine Act that the
advertisenent did have that call-in nunber. That's all

MS. LANIER:  Thank you, Solicitor Frank.

Do we have any ot her questions or conments?

Hearing none, may | have a notion to adjourn the
meet i ng?

MS. MANUEL: Janet Manuel nmakes a notion to adjourn
the neeting.

MS. HILTON:  Yvonne Hi|lton seconds.

MS. LANIER  Thank you, everyone, for participating
and be safe. Meeting adjourned.

(Wher eupon, the neeting adjourned at 2:35 p.m)
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CERTI FI CATE

COVMONVEALTH OF PENNSYLVANI A )
COUNTY OF ALLEGHENY . SS

I, Rita A. Ross, Registered Professional Reporter, do
hereby certify that the foregoi ng pages containing the
proceedi ngs before the OTHER POST EMPLOYMENT BENEFI TS TRUST
FUND BOARD hel d via conference call were reduced to stenotype
by me and afterward transcribed by me or under ny direction.

| hereby certify that the foregoing pages are a true and
accurate transcript of said proceedings to the best of ny skil
and hearing ability.

| do further certify that | amnot a relative of any party
hereto, nor am| otherwise interested in the event of this
action.

I N WTNESS WHERECF, | have hereunto set ny hand and

affixed ny seal of office at Coraopolis, Pennsylvania, on
April 11, 2020.

Lia A Loree

RITA A ROSS, RPR
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