TOWN OF SOUTH WINDSOR
PENSION COMMITTEE
MINUTES
May 18, 2022

1. Call Meeting to Order

The meeting was called to order at 9:35 a.m.

Members Present:

Members Absent:

Also Present:

Chris Chemerka, Board of Education; Michael
Maniscalco, Town Manager; Andrew Paterna, Town
Council; Patricia Perry, Director of Finance; Jessica
Malone, Assistant Director of Finance

Karen Lydecker, Town Council; Kristian Lindstrom,
Chief of Police; Phillip Koboski, Town Council; Arthur
Adduci, Board of Education;

Anthony Tranghese, Fiducient Advisors

1. Approval of Minutes

Councilor Paterna moved to approve the minutes of January 26, 2022. Chris Chemerka
seconded, and the motion was approved unanimously.

2. Discussion Items

A. Update — Fiducient Advisors

Mr. Tranghese started off discussing the Fiducient Advisors Client Conference in
Newport in June and invited the committee to attend. Mr. Tranghese reviewed
Governance Calendar. The fee review has 46 basis points being the weighted average
fee for the overall portfolio. This is the expense ratio for all the managers. Reviewing
the Quarter 1 Quarterly Investment Review as of March 31, 2022, The Actuarial
Review for the Town plan at the last valuation was 68.9% with a 6.5% return
assumption and 86.8% funded. The Board of Education was 100.4% with the same
assumption. Ms. Perry said that she believed that they were at 6.25%. Mr. Tranghese
will confirm and update the numbers appropriately for the next report.

Capital market volatility increased notably in the quarter and asset class returns were
almost uniformly negative as the Russia/Ukraine conflict, the Fed’s rate hike
campaign, elevated inflation and rising interest rates weighed on investor sentiment.
The crisis in Ukraine may temporarily impede global economic growth and
exacerbate existing inflationary forces, but we think the probability of avoiding
recession is greater than the probability of entering one during the remainder of the

year.

Absent recession, equity markets have historically proven resilient when confronted
by the Fed raising interest rates. However, the current level of inflation could prove
to be particularly challenging for the Fed this time around.

1



TOWN OF SOUTH WINDSOR
PENSION COMMITTEE
MINUTES
May 18, 2022

Markets have started to change. Plan performance is modestly negative. Inflation
remains elevated. Inflation is expected to moderate longer term. This quarter
equities sell off and interest rates are moving up. When rates go up, bond prices
come down. The Yield Curve inversion is an indicator of a recession. A recession is
considered to be two consecutive quarters of negative GDP. We have already had our
first print and therefore may already be in a recession but won’t know until six
months after it starts. :

Global growth expectations have come down quite a bit in the first quarter. Global
growth prior to the situation in Russia was expected to be at 3.6% but is now at 2.6%
just three months later. Growth in the U.S. is down a little but growth in the
European Union is down much more.

Core Bonds are down 5.9%. Equities are between 5 to 7.5% down in the U.S. and
overseas. Growth underperformed value. Growth was down 9% and value was down
7% in the quarter. Growth is down 22.5% and value is down 5.7%.

Reviewing the Portfolio and Manager Review, Mr. Tranghese said that the asset
allocation for the Town is at $39.6 million and asset allocation is very close to target.
There are no recommendations for replacement or changes. The Board of Education
is at $19 million. The plans were down a little less than 5% in the quarter. Blended
benchmarks were down a little more than the plans.

Chris Chemerka made a motion to approve the updated amortization schedule. Andy
Paterna seconded the motion and the motion passed unanimously.

3. Miscellaneous
None.

4. Schedule the Next Meeting
The next meeting of the Pension Committee is scheduled for Wednesday, July 27, 2022.

5. Adjournment
The meeting was adjourned at approximately 10:03 am.

Respectfully ibmitted,

{)/ﬂm
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Attachments:
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Quarterly Investment Review — First Quarter 2022, prepared by Fiducient Advisors.
Attachments may be reviewed upon request in the Town Clerk’s Office.
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A\ FIDUCIENT

Advisors

FLASH Memo

Subject: Principal Diversified Real Asset — PM and Allocation Changes
Previous Status: Maintain

Current Status: Discuss

Effective Date: April 2022

Overview

Principal Global Advisors announced several changes to the Diversified Real Assets Fund, including a
reorganization of the portfolio management team, alterations to its strategic allocation, and the addition of
two new commodity sub-advisors. Regarding the portfolio management team, effective September 30,
2022, Marc Dummer and Kelly Grossman will be removed as listed portfolio managers. Both will remain
with the firm — Mr. Dummer will become the lead of the Client Portfolio Management team, while Ms.
Grossman will be the firm’s Head of Investment Analytics. May Tong will fulfill Mr. Dummer’s prior role as
Head of the Dynamic Outcome team. This change shifts the portfolio management team from five members
down to three members. Marc Dummer had already been conducting much of the business development
and client relations efforts, while Kelly Grossman’s primary focus was on overall process direction, risk
assessment, and monitoring — she did not have asset class coverage. The transition to their new roles will
allow the remaining portfolio managers to focus solely on running the portfolio. The PM team is further

supported by two dedicated investment analysts, in addition to the Insights and Manager Research teams.

Additionally, the team came to the decision to modify strategic allocations in the following manner:

New

Asset Class Weight Weight Ditference

Real Return (TIPS / Floating Rate)

Global Infrastructure 20% 30% 10%
Global Real Estate 10% 25% 15%
Global Natural Resources 20% 15% -5%

This report is intended for the exclusive use of clients or prospective clients of Fiducient Advisors. The information contained herein is intended for
the recipient, is confidential and may not be disseminated or distributed to any other person without the prior approval of Fiducient Advisors. Any
dissemination or distribution is strictly prohibited. Information has been obtained from a variety of sources believed to be reliable though not
independently verified. Any forecasts represent future expectations and actual returns, volatilities and correlations will differ from forecasts. This
report does not represent a specific investment recommendation. Please consult with your advisor, attorney and accountant, as appropriate,
regarding specific advice. Past performance does not indicate future performance and there is a possibility of a loss.

www. FiducientAdvisors.com
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The team evaluates their 10-year capital market and risk/return assumptions every six months. Upon this
examination at year end, they made the determination that the greater return expectations of infrastructure
and real estate would increase the likelihood of meeting their long-term CPI+3 percent return objectives.
The allocation to Real Return/TIPS had already been moving lower prior to the strategic allocation change
but was constrained by the current sector parameters in place. The changes better align the portfolio’s
allocations with the broader peer group. The strategic allocation changes will be reflected within the

portfolio’s blended benchmark and have an effective date of January 1, 2022.

Lastly, effective April 1, 2022, Principal has removed Credit Suisse as the sub-advisor for the commodity
sleeve and replaced them with Wellington Management and CoreCommodity. This change was anticipated,
as Credit Suisse had been on a qualitative watch status with Principal given team turnover. Principal shifted
their mandate from active to passive while they conducted due diligence on potential replacements, and
ultimately landed on a combination of Wellington and CoreCommodity — managers we have familiarity and
comfort with. Their low correlation of excess returns was a driving factor behind the pairing.
CoreCommodity will be initiated at a 10 percent weighting, while Wellington will be initiated at a 7.5

percent weighting, replacing the 17.5 percent allocation to Credit Suisse.

Recommendation

The team employs a multiple PM structure and has depth, with support from the two dedicated analysts, as
well as the Insights and Manager Research teams. Additionally, the departing portfolio managers were
involved in other aspects of the business, and the changes will allow the current team to focus solely on the
portfolio. The fact that the portfolio managers leaving the strategy are remaining with the firm gives us
further comfort that there are no systemic issues. As it relates to the allocation and sub-advisor changes, the
evaluation of capital market assumptions and manager performance is built into the strategy’s process.
While the magnitude of these changes is greater than it has been in the past, adjustments in a multi-asset
portfolio are to be expected as markets evolve. For these reasons, we recommend no action at this time and

will continue to monitor the changes as they unfold.

www. FiducientAdvisors.com
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Page 3

. Prepared: 12/31/2021
Statement of Changes in Fund

Fixed Income - Regular Account Fund
Town of South Windsor Connecticut
Town Account
Investment Service Account 1
For the period: October 01, 2021 through December 31, 2021

Fund Balance at Beginning of Period $ 967,055.14
Activity:
Distributions:
Participant Distributions $ (8,621.13)
Total Activity (8,621.13)

Service Fees:

Deduction of Service Fees (3,035.42)

Total Service Fees (3,035.42)

Investment Return:

Fixed Income Interest 10,797.71
Total Investment Return 10,797.71
Fund Balance at End of Period $ 966,196.30
Annuity Allocation 439,445.76
Unallocated Fund Balance $ 526,750.54
Note: 1. Fund is shown at Book Value.

. Fixed income interest amount is based on estimated interest rates.

3. The Withdrawal Value of the Unallocated Fund Balance is $615,772.65. This is the amount which was
available for withdrawal in a lump sum on the period end date. This amount is stated before assessment
of any outstanding service fees, according to the terms of your contract. The Withdrawal Value was
calculated using the current basis for computing Market Value Adjustments for contracts of this type.

Aetna Plan Number: 001407
Aetna Contract Number: 001574
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Page 4
) Prepared: 12/31/2021
Statement of Changes in Fund
Fixed Income - Regular Account Fund
Town of South Windsor Connecticut
Board of Education

Investment Service Account 2
For the period: October 01, 2021 through December 31, 2021

Fund Balance at Beginning of Period $ 510,923.03
Activity:

Distributions:
Participant Distributions $ (1,319.82)

Total Activity {1,319.82)

Service Fees:

Deduction of Service Fees (1,330.03)

Total Service Fees (1,330.03)

Investment Return:

Fixed Income Interest 5,734.71
Total Investment Return 5,734.71
Fund Balance at End of Period $ 514,007.89
Annuity Allocation 66,016.28
Unallocated Fund Balance $ 447,991.61
Note: 1.  Fund is shown at Book Value.

Fixed income interest amount is based on estimated interest rates.

3.  The Withdrawal Value of the Unallocated Fund Balance is $523,703.27. This is the amount which was
available for withdrawal in a lump sum on the period end date. This amount is stated before assessment
of any outstanding service fees, according to the terms of your contract. The Withdrawal Value was
calculated using the current basis for computing Market Value Adjustments for contracts of this type.

N

Aetna Plan Number: 001407
Aetna Contract Number: 001574
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