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_’;»“(‘1.“'*3‘1?5‘ STATE OF TENNESSEE DAVID H. LILLARD, JR.
P85S TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER

A
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i':f:[nl.lxl' LT
i

3 12} 502 DEADERICK STREET
TR A JILL BACHUS
g h-h:"_:;“,,ri NASHVILLE, TENNESSEE 37243-0201 DIRECTOR
July 29, 2016

Mr. Tim Harvey
310 Franklin Street
Clarksville, TN

Dear Mr, Harvey:

It was a pleasure to meet with you on July 1, 2016, to discuss participation in the Tennessee Consolidated
Retirement System (TCRS) for employees of the Bi-County Solid Waste Management System,
Montgomery County has been a participating employer in TCRS since July 1, 1966.

Background

With the implementation of GASB Statement No. 68 (GASB 68) by the Government Accounting
Standards Board (GASB) as well as the American Institute of Certified Public Accountants (AICPA)
white paper regarding the review of census data (employee’s demographic information), the pension
information presented in a government’s financial statements requires greater disclosure than previously
required. Moreover, there is a greater degree of responsibility for governmental employers, governmental
auditors, and pension administrators to certify the accuracy of pension data being disclosed in the
financial statements of employers that participate in pension plans. One such responsibility is that census
data should be reviewed for accuracy by the employer and the auditor,

A review of census data in 2014 by the Comptroller of the Treasury’s State auditor determined that the
GASB 68 actuarial data for Montgomery County included employees of an entity that is legally separate
from the city. The separate entity is the Bi-County Solid Waste Management System (CSWM). The
CSWM was created pursuant to an inter local agreement authorized by Tennessee Code Annotated
Section 12-9-101 et seq.

TCRS is a “qualified plan” under Section 401(a) of the Internal Revenue Code (IRC) and must maintain

such qualification in order for assets within the pension fund to be accrued tax free until paid in the form
of a benefit to retirees. To maintain its qualified status, TCRS is required to limit membership to only the
employees of governmental employers properly participating in the plan.

Accordingly, for purposes of GASB 68, state law, and plan qualification, it is necessary to take
appropriate actions to correct what TCRS has deemed an “administrative error,”
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Suggested Course of Action

Given it is infeasible and impractical to completely separate prior participation, we are proposing a course
of action as set out below. This course of action is intended to ensure that employees and retirees of the
CSWM wilt receive the pension bencfits they understood were being accrued for their benefit in
retirement, while at the same time establishing it as an employer in the proper legal posture within TCRS.
The recommended process should be seamless to employees.

The suggested course of action includes the adoption of the following resolutions:

Montgomery County:

e Resolution A: Montgomery County agrees to accept responsibility for service accrued by
employees of the CSWM through September 30, 2016. The county will retain credit for all
employer contributions, employee contributions, investment earnings, and retirement coverage
through September 30, 2016. The resolution will also rescind all previous resolutions regarding
this issue that have been adopted by the county.

¢ Resolution B: Pursuant to state law regarding the participation of joint ventures in TCRS,
Montgomery County agrees for the CSWM to participate in TCRS

Board of the CSWM:

e Resolution C: The Board secks to become a participating employer in TCRS so as to provide a
retirement plan for employees.

* Resolution A: also adopted by Montgomery County: The Board agrees to accept responsibility
for all assets and liabilities established October 1, 2016, or later, associated with membership of
its current and future employees in TCRS. The resolution will also rescind all previous
resolutions regarding this issue that have been adopted by the Board.

Stewart County:
e Resolution D: Pursuant to state law regarding the participation of joint ventures in TCRS, Stewart
County agrees for the CSWM to participate in TCRS.

City of Clarksville:
* Resolution E: Pursuant to state law regarding the participation of joint ventures in TCRS, the City
of Clarksville agrees for the CSWM to participate in TCRS.

Compliance

We have conferred with the Tennessee Comptroller of the Treasury and legal counsel and are in
agreement that the proposed course of action is the reasonable resolution to correct the issues described.
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Summary

We recommend the course of action as set out above to resolve the participation of employees of the
CSWM in the TCRS.

We sincerely appreciate the proactive attention to this matter by all entities listed above. As you may
know;, TCRS is one of the top rated plans in the country and that is in part to the excellent leadership of
our local government partners. If there are any questions or if you need additional information, please feel
free to contact us.

Sincerely,

Joy H, Harris
Assistant Treasurer, Financial Empowerment

cc: Mary Anderson, Bi-County Solid Waste Authority
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GV, STATE OF TENNESSEE DAVID H. LILLARD, JR.

a?’:{iﬁ”* TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER
{2 7 502 DEADERICK STREET JILL BAGHUS
WETEE"  NASHVILLE, TENNESSEE 37243-0201 uBACHUS
MEMORANDUM
TO: Sandi Thompson, Division of Local Finance

FROM: Karen Curtis, TCRS Employer Services
SUBJECT: Participation in Tennessee Consolidated Retirement System
DATE: October 27, 2016

Employees of the Bi County Solid Waste were being reported to Tennessee Consolidated
Retirement System (TCRS) as a division of Montgomery County as county employees.
We were notified by the Comptroller’s Office that this may be in error. After research
done by our legal counsel, it was determined that this is considered an administrative
error by Montgomery County in that Bi County Solid Waste is considered a separate
legal entity. As such, Bi County Solid Waste must join TCRS as a separate legal entity.

The Bi County Solid Waste will be participating in Tennessee Consolidated Retirement
System effective 1/1/2017.

The Board of Trustees of the TCRS requires a political subdivision to appropriate the
necessary funds in their annual budget for retirement costs. The Bi County Solid Waste
will continue to pay the contribution rate that was previously paid for those employees
under the County participation at 13.83%. With 115 employees this would equal a dollar
amount of § 545,800.95. One hundred percent (100%) of this figure is required to be
budgeted for the fiscal year ending June 30, 2017.

Enclosed is the fiscal year 2017 budget for this entity, Please let me know if this
information is sufficient and accurately reflects adequate funding for retirement costs for
this entity.

If you have any questions, please call me at (615) 253-6134.

Enclosure

TR 4228
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STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY

OFFICE OF STATE AND LOCAL FINANCE

SUITE 1600 SAMES K. POLK STATE OFFICE BUILDING

505 DEADERICK STREET
NASHVILLE, TENNESSEE 37243-1402
PHONE (615) 401-7872
FAX (615) 741-5986

Memorandum

TO: Karen Curtis, TCRS Employer Serviges
FROM: Sandra Thompson, Director WL&ZW

DATE: November 4, 2016
SUBJECT: Bi-County Solid Waste Management System

It appears the Bi-County Solid Waste Management System, a component unit of Montgomery County, TN,
will have sufficient revenues budgeted to fund the retirement costs associated with becoming a member of

the Tennessee Consolidated Retirement System (TCRS) effective January |, 2017,

Pursuant to your request, we have reviewed the Bi-County Solid Waste Management System's budget for
the fiscal year ending June 30, 2017. The budget includes retirement costs of $574,000, which adequately
covers the total first year cost of $545,801 to participate in TCRS. The Bi-County Solid Waste Management
System instituted a rate increase effective October 1, 2016, to help cover increasing costs. The higher rate
will increase revenucs by an estimated $1,400,000 for the remainder of fiscal year 2017. The condensed
annual budget presented below demonstrates that sufficient revenucs are budgeted to cover all expenditures

including the TCRS pension expenditures.

Bi-County Solid Waste Management System
Condensed Annual Budget
Fiscal Yenr Ending June 30,2017

Original Budzet

After Rate Increase**

Operating Revenue S 15130875 ) 16,530,875
Operating Expenditures* 19,633,300 19,633,300
Increase (Decrease) in Fund Balance (4,502,425) (3,102,425
Add Non-cash ltems 2,298,771 2,298,771
Nelt cffect on Cash S (2.203.6549) S (803,654)
Beginaing Cash 4.527.000 4,527,000
Ending Cash s 2323346 S 3,723,346

*Operating expenditures include retirement contributions of $574,000.

**Rate Increasc effective October 1. 2016
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16-9-4

RESOLUTION TO AUTHORIZE A JOINT VENTURE’S PARTICIPATION IN
THE TENNESSEE CONSOLIDATED RETIREMENT SYSTEM IN
ACCORDANCE WITH TENNESSEE CODE ANNOTATED
TITLE 8, CHAPTERS 34 - 37

WHEREAS, Tennesseec Code Annotated, Section 8-35-201 provides that any governing
body of a joint venture between one or more political subdivisions of this State may by
resolution authorize the employees of the joint venture to participate in the Tennessee
Consolidated Retirement System (“TCRS”) subject to the approval of the TCRS Board of
Trustees; provided that each political subdivision of the State which is represented in the joint

venture passes a resolution guaranteeing the payment of its prorated share of any outstanding

liability so incurred by the participation; and

WHEREAS, the Board of Direclors of the Bi-County Solid Waste Management System
(“Joint Venture™) has passed a resolution authorizing its employees to become members of
TCRS under the provisions of state law, and under the following terms and conditions:

A. TYPE PLAN. The Joint Venture adopts the following type plan: Regular Defined

Benefit Plan;

B. EMPLOYEE CONTRIBUTIONS. The Employees shall contribute: 0% of the
employees’ earnable compensation;

C. COST-OF-LIVING INCREASES FOR RETIREES. The Joint Venture shall: Provide
cost-of-living increases for its retirees;

D. ELIGIBILITY OF PART-TIME EMPLOYEES. The Joint Venture shall: Allow its
part-time employees to participate in TCRS;

E. PRIOR SERVICE. For each employee employed with the Joint Venture on the
effective date of the Joint Venture’s participation in TCRS, the Joint Venture shall:
Not allow its employees to establish any prior service credit with the Joint Venture;

and
WHEREAS, the cffective date of participation shall be on October 1, 2016, or on such
later date as determined by the TCRS Board of Trustees, and the initial employer contribution

rate will be 13.83%, which is based on the estimated lump sum accrued liability of $0.00; and

WHEREAS, Montgomery County is represented in such Joint Venture and desires to

allow all the employees of the Joint Venture to participate in TCRS under the above terms and

(This Resolution was Amended by the following roll call vote.)
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conditions, or under such other lerms and conditions the governing body of the Joint Venture
may adopt pursuant to the laws governing TCRS; provided, however, this governing body must
approve by resolution any such action that would increase the liabilities of either the Joint

Venture or the Political Subdivision; and

WHEREAS, the liability for participation and costs of administration shall be the sole
responsibility of the Joint Venture and all public entities responsible for the direct funding of the

Joint Venture and not the State of Tennessee; and

WHEREAS, the Joint Venture has passed a budget amendment appropriating the funds

necessary to meet such liability and the same is attached hereto.

NOW, THEREFORE, BE IT RESOLVED, that the Montgomery County Board of
Commissioners hereby authorize all the employees of the Joint Venture to become eligible to
participate in TCRS in accordance with the above terms and conditions subject to the approval of
the TCRS Board of Trustees, and hereby guarantees the payment of its prorated share of any
outstanding liability so incurred by the above-referenced action of the Joint Venture. It is
acknowledged and understood that pursuant to Tennessee Code Annotated Section 8-35-111
neither the Joint Venture nor the Political Subdivision shall make employer contributions to any
other retirement or deferred compensation plans on behalf of any employee who participates in
TCRS pursuant to this Resolution wherein the total combined employer contributions to such
plans exceed 3% of the employee’s salary, unless the Local Government Hybrid Plan or the State
Employee and Teacher Hybrid Plan is adopted by the Joint Venture for such employee.

Duly passed and approved this 12" day of September, 2016.

1Y
0\3$ i Clé:p Sponsor \ S Am

G 7
1 Commissioner

_SEAL _

?f;\ Q*Q Approved Q_" %mm

(& ; County Mayor
Uy QX 0
Attested : Ut ) L KELLIE A. JACKSON, COUNTY CLERK OF
County Glerk MONTGOMERY COUNTY, TN, HEREBY

CERTIFY THAT THE FOREGOING IS A TRUE
COPY OF THE ORIGINAL AS IT APPEARS
INMY OFF|CE.

THIS pay o Ofoba 20|
iw&ﬁi@uﬂuhck_-& oy 15 U}J , DC.
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16-9-4

On Motion to Adopt by Commissioner Gannon, seconded by Commissioner Sokol, with a

friendly amendment made by Mayor Durrett, to Amend by changing October 1, 2016 to

December 1, 2016, and with no objection from the Legislative Body, the foregoing Amended

Resolution was Adopted by the following roll call vote:

District
1

NSOy AW

Commissioner
John M. Gannon
Charles Keene
Ed Baggett
Mark Riggins
Robert Gibbs
Amold Hodges
Brandon Buits

Voie

Y

Y
Y
Y
Y
Y
Y

District Commissioner
8 Ron J. Sokol
9 John M. Genis
10 Martha Brockman
11 Joe L. Creck
12 Robert Nichols
13 Audrey Tooley
14 Tommy Vallejos

Vote
Y
Y
Y
Y
Y
Y
Y

District Commissioner

15
16
17
18
19
20
21

Yeses—21 Noes—0 Abstentions -0

ABSENT: None

David Harper
Wallace Redd

Jason A. Hodges
Monroe Gildersleeve
Garland Johnson
Jerry Allbert

Larry Rocconi

Vote

<K



16-9-3

RESOLUTION TO ACKNOWLEDGE AND AGREE TO CERTAIN TERMS
AND CONDITIONS REGARDING PARTICIPATION IN THE
TENNESSEE CONSOLIDATED RETIREMENT SYSTEM
WHEREAS, Tennessee Code Annotated, Title 8, Chapter 35, Part 2 allows a political
subdivision to participate in the Tennessec Consolidated Retirement System (“TCRS™) subject to

approval of the TCRS Board of Trustees; and

WHEREAS, Montgomery County is a participating political subdivision in TCRS under
the provisions of Tennessee Code Annotated, Title 8, Chapters 34-37; and

WHEREAS, the Bi-County Solid Waste Management System is a political subdivision
with a relationship to Montgomery County, and its employees participate in TCRS through

Montgomery County under the same terms and conditions as all employees of Montgomery

County participate; and

WHEREAS, TCRS has determined that the Bi-County Solid Waste Management System
is required to join TCRS as a separate participating political subdivision and to report its

employees separately from Montgomery County; and

WHEREAS, TCRS has determined that the reporting of the Bi-County Solid Waste

Management System employees by Montgomery County was an administrative error; and

WHEREAS, TCRS will authorize the employees of the Bi-County Solid Waste

Management System to continue to participate in TCRS under the following terms and

conditions:

A. The Bi-County Solid Waste Management System establishes, to the satisfaction of
TCRS, its status as a governmental entity.

B. The Bi-County Solid Waste Management System passes a resolution to participate in
TCRS pursuant to Tennessee Code Annotated, Title 8, Chapter 35, Part 2 and agrecs to
all terms thereof. Because the Bi-County Solid Waste Management System is a joint
venture, the governing bodies of the participating political subdivisions are also required
to pass the resolutions described in Tennessee Code Annotated, Section 8-35-201(d).

C. The Board of Directors of the Bi-County Solid Waste Management System agrees, by
passage of this resolution, that all employees hired prior to October 1, 2016, shall
participate in TCRS under the same terms and conditions under which they currently
participate as reported by Montgomery County and accepts all liabilities established
October 1, 2016, or later, associated with such participation.

(This Resolution was Amended by the following roll call vote.)
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D. The Board of Directors of the Bi-County Solid Waste Management System agrees, by
passage of this resolution, to maintain and accept all assets and liabilities established
October 1, 2016, or later, associated with membership of its current and future employees

in TCRS.

E. The Montgomery County Board of Commissioners agrees, by passage of this resolution,
to maintain and accept all assets and liabilities established in regard to current and former
employees of the Bi-County Solid Waste Management System prior to October 1, 2016.

F. The Board of Directors of the Bi-County Solid Waste Management System, by passage
of this resolution, hereby rescinds any and all previously adopted resolutions addressing

its participation in TCRS.
G. The Montgomery County Board of Commissioners, by passage of this resolution, hereby
rescinds any and all previously adopted resolutions addressing participation of the Bi-

County Solid Waste Management System in TCRS.

NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the Bi-
County Solid Waste Management System and the Montgomery County Board of Commissioners
hereby agree to compliance with the terms and conditions set forth above in order to authorize
the employees of the Bi-County Solid Waste Management System to be eligible to continue
participation in TCRS. 1t is acknowledged and understood that TCRS is authorizing the
employees of the Bi-County Solid Waste Management System to participate in TCRS by
compliance of the governing bodies of the Bi-County Solid Waste Management System and
Montgomery County with the terms and conditions above, and such authorization from TCRS is

contingent upon such compliance.

Duly passed and approved this 12" day of September, 2016.

oW ¢y
(Jo 6:?;‘ Sponsor \_l Qm
= SEAL = Commxssnoncr(i}\i@/ /2//
)
) ,? A red %M
00"%}?\’ CQ\\\@\ SR County Mayor
Attested 32/1&2, Qap D

County Cllerk

L KELLIE A, JACKSON, COUNTY CLERK OF
MONTGOMERY COUNI'Y TN, HEREDY
CERTIFY THAT THE FOREGOING IS A TRUE
COPY OF THE ORIGINAL AS IT APPEARS
IN MY QFFICE,

THIS DAY OF =il (o
1Y QQQMOWW bu\
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16-9-3

On Motion to Adopt by Commissioner Harper, seconded by Commissioner A. Hodges, with
a friendly amendment made by Mayor Durrett, to Amend by changing the dates of
October 1, 2016 to December 1, 2016, and with no objection from the Legislative Body, the

foregoing Amended Resolution was Adopted by the following roll call vote:

District Commissioner Vote | District Commissioner Vote | District Commissioner Vote
1 John M. Gannon Y 8 Ron J. Sokol Y 15 David Harper Y
2 Charles Keene Y 9 John M. Genis Y 16 Wallace Redd Y
3 Ed Baggett Y 10 Martha Brockman Y 17 Jason A. Hodges Y
4 Mark Riggins Y 11 Joe L. Creek Y 18 Monroe Gildersleeve Y
5 Robert Gibbs Y 12 Robert Nichols Y 19 Garland Johnson Y
6 Arnold Hodges Y 13 Audrey Tooley Y 20 Jerry Allbert Y
7 Brandon Butts Y 14 Tommy Vallejos Y 21 Larry Rocconi Y

Yeses—21 Noes—0 Abstentions—0

ABSENT: None
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Tennessee Consolidated
Retirement System A RESOLUTION to authorize a joint venture's participation in the

Bi-County Solid Waste Management System Tennessee Consolidated Retirement System in
accordance with Tennessee Code Annotated, Title 8,

Chapters 34 - 37.

WHEREAS, Tennessee Code Annotated, Section 8-35-201 provides that any governing body of a joint venture between one
or more political subdivisions of this State may by resolution authorize the employees of the joint venture to participate in the
Tennessee Consolidated Retirement System (*“TCRS™) subject to the approval of the TCRS Board of Trustees; provided that cach
political subdivision of the State which is represented in the joint venture passes a resolution guaranteeing the payment of its prorated

share of any outstanding liability so incurred by the participation; and

WHEREAS, the Bi-County Solid Waste Management System (“Joint Venturc”) desires to participate in TCRS under the
provisions of state law, and under the following terms and conditions, which shall apply to all individuals employed with the Bi-
County Solid Waste Management System as of October I, 2016, and all employees hired on or afier October 1, 2016:

A. TYPEPLAN. The Joint Venture adopts the following type plan: Regular Defined Benefit Plan;
B. EMPLOYEE CONTRIBUTIONS. The Employees shall contribute: 0% of the employees’ eamable compensalion;

C. COST-OF-LIVING INCREASES FOR RETIREES. The Joint Venture shall: PROVIDE cost-of-living increases for its
retirees;

D. ELIGIBILITY OF PART-TIME EMPLOYEES, The Joint Venture shall: ALLOW its pan-time employees (o participate
in TCRS;

E. PRIOR SERVICE. For each employee employed with the Political Subdivision on the effective date of the Political
Subdivision's participation in TCRS, the Political Subdivision shall: NOT aliow its employees to establish any prior
service credit with the Political Subdivision; and

WHEREAS, the liability for participation and costs of administration shall be the sole responsibility of the Joint Venture and
the public entities that are represented in the Joint Venture, and not the State of Tennessee; and

WHEREAS, the Joint Venture has passed a budget amendmient appropriating the funds necessary to meet such liability and
the samie is attached hereto; and

WHEREAS, the Joint Venture has agreed to compliance with a separate resolution addressing obligations for assets and
liabilities prior to October 1, 2016 and acknowledges that compliance by the other party to the resolution is required for participation;

WHEREAS, the effective date of participation shall be on October I, 2016 or on such later date as determined by the TCRS
Board of Trustees, and the initial employer contribution ratc shall be 13.83%, which is bascd on the estimated lump sum accrued

liability of $ 0.00,

NOW, THEREFORE, BE IT RESOLVED That the Board of Dircctors of the Bi-County Solid Waste Management System
hereby authorizes all its employees in all its departments or instrumentalities to become eligible 10 participate in TCRS in accordance
with the above terms and conditions subject to the approval of the TCRS Board of Trustees. It is acknowledged and understood that
pursuani to Tennessee Code Annotated, Scction 8-35-111 the Joint Venture shall not make employer contributions to any other
retirement or deferred compensation plans on behalf of any employee who participates in TCRS pursuant 1o this Resolution wherein
the total combined employer contributions to such plans exceed 3% of the employee’s salary, unless the Hybrid Plan is adopted by the

Joint Venture for such employee.
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STATE OF TENNESSEE
COUNTY OF Mo '\*So MLy

L "Tau Mhertal

v
the Bi-County Solid Waste Management System of Woodlawn, Tennessee, do hereby centify that this is a true and exact copy of the

, clerk of the Board of Directors of

foregoing Resolution that was approved and adopted in accordance with applicable law at a meeting held on the 2 2 - day of

Septem¥er + 20142, the original of which is on file in this office.
IN WITNESS WHEREOF, I have hereunto set my hand, and the scal-/ofthc Bi-Coun

lid Waste Management System.

-

‘\___\:_{‘.?;//

/ms'f:lc?yﬂ the Board, 5 aforcsaid

Seal
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Tennessee Consolidated

Retirement System A RESOLUTION to acknowledge and agree

to certain terms and conditions regarding
participation in the Tennessce Consolidated

Bi-County Solid Wastec Management System and
Retirement System

Monigomery County

WHEREAS, Tennessee Code Annotated, Title 8, Chapter 35, Part 2 allows a political subdivision to participate in the
Tennessee Consolidated Retirement System (“TCRS”) subject to approval of the TCRS Board of Trustecs; and

WHEREAS, Montgomery County is a participating political subdivision in TCRS under the provisions of Tennessee Code
Annotaled, Title §, Chapters 34-37; and

WHEREAS, the Bi-County Solid Waste Management System is a political subdivision with a relationship to Montgomery
County, and its employees participate in TCRS through Montgomery County under the same terms and conditions as all cmployees of

Montgomery County participate; and

WHEREAS, TCRS has dctermined that the Bi-County Solid Waste Management System is required to join TCRS as a
separale participating political subdivision and to report its employees separately from Montgomery County; and

WHEREAS, TCRS has detenmined that the reporting of the Bi-Counly Solid Waste Management Sysiem employees by

Montgomery County was an administrative crror; and

WHEREAS, TCRS will authorize the employees of the Bi-County Solid Waste Management System to continue lo
participate in TCRS under the following terms and conditions:

A. The Bi-County Solid Waste Management System establishes, to the satisfaction of TCRS, its status as a governmental entity,

B. The Bi-County Solid Waste Management System passcs a resolution to participate in TCRS pursuant to Fennessee Code
Annotated, Title 8, Chapter 35, Part 2 and agrees to all terms thereof, Because the Bi-County Solid Waste Management
System is a joint venture, the goveming bodies of the participating political subdivisions are also required to pass the
resolutions described in Tennessee Code Annotated, Section 8-35-201(d).

C. The Board of Directors of the Bi-County Solid Waste Management System agrees, by passage of this resolution, that all
cmployecs hired prior to October [, 2016, shall participate in TCRS under the same terms and conditions under which they
currently participate as reported by Montgomery County and accepts all liabilities established October 1, 2016, or later,
associated with such participation.

D. The Board of Directors of the Bi-County Solid Waste Management System agrees, by passage of this resolution, to maintain
and accept all assets and liabilities established October 1, 2016, or later, associated with membership of its current and future
employees in TCRS,

E.  The Montgomery County Board of Commissioners agrees, by passage of this resolution, to maintain and accept all assets and
liabilities established in regard to current and former employees of the Bi-County Solid Wastec Management System prior to
October 1, 2016.

F. The Board of Directors of the Bi-County Solid Waste Management System, by passage of this resolution, hereby rescinds
any and all previcusly adopted resolutions addressing its paniicipation in TCRS,

G. The Montgomery County Board of Commissioners, by passage of this resolution, hereby rescinds any and all previously
adopted resolutions addressing participation of the Bi-County Solid Waste Management System in TCRS,
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NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the Bi-County Solid Waste Management System
and the Montgomery County Board of Commissioners hereby agree to compliance with the terms and conditions set forth above in
order to authorize the employees of the Bi-County Solid Waste Management System 1o be eligible to continue participation in TCRS.
Itis acknowledged and understood that TCRS is authorizing the employees of the Bi-County Solid Waste Management System (o
participate in TCRS by compliance of the govemning bodies of the Bi-County Solid Waste Management System and Montgomery
County with the terms and conditions abovc, and such authorization from TCRS is contingent upon such compliance.

STATE OF TENNESSEE
COUNTY OF [\J’\(\.\-\c})c--n e :-\4'

I, _:Tm.‘ m \Voecdie , clerk of the Board of Directors

of the Bi-County Solid Waste Management System of Woodlawn, Tennessee do hereby centify that this is a true and exact copy of the

A
foregoing Resolution that was approved and adopted in accordance with applicable law at a meeting held onthe 29 i day of

ch)-hm\am- , 20| {4 the original of which is on file in this office.

IN WITNESS WHEREOF. I have hcreunto set my hand, and the of the Bi-Cou y Solid Waste Management System.

/

s-Clerk of she Beafd, as aforesaid
Seal /
STATE OF TENNESSEE
COUNTY OF

I, . clerk of the Montgomery County

Board of Commissioners of Montgomery County, Tennessee, do hereby centify that this is a true and exact copy of he foregoing
Resolution that was approved and adopted in accordance with applicable law at a meeting hield on the day of

. 20__, the original of which is on file in this office.

IN WITNESS WHEREOQF, I have hereunto set my hand, and the seal of Monigomery County.

As Clerk of the Board, as aforesaid
Seal
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Tennessee Consolidated

Retirement System A RESOLUTION to authorize a joint venture’s
(Bi-County Solid Waste Management System — patticipation in the Tenncssee
Stewart County) Consolidated Retirement System

in accordance with Tenncssee Code
Annotated Title 8, Chapters 34 -~ 37

WHEREAS, Tennessee Code Annotated, Section 8-35-201 provides that any governing body of a joint venture betweon one
or more political subdivisions of this State may by resolution authorize the employces of the joint venture to participate in the
Tennessee Consolidated Retirement System (“TCRS”) subject to the approval of the TCRS Board of Trustees; provided that each
political subdivision of the Stato which is rcpresented in the joint venture passes a resolution guarantccing the payment of its prorated
share of any outstanding liability so incurred by the participation; and

‘WHEREAS, the Board of Dircctors of the Bi-County Solid Waste Management System (“Joint Venture™) has passed a
resolution suthorizing its employces 1o become members of TCRS under the provisions of state law, and under the following terms
and conditions:

A, TYPE PLAN. The Joint Venture adopts the following type plan: Regular Dofined Benefit Plan;
B. EMPLOYEE CONTRIBUTIONS. The Employees shall contribute: 0% of the employees’ ¢aruable compensation;

C. COST-OF-LIVING INCREASES FOR RETIREES. The Joint Venture shall: PROVIDE cost-of-living increases for
its retivecs;

D. ELIGIBILITY OF PART-TIME BEMPLOYEES. The Joint Venturo shall: ALLOW its patt-time cmployees to
participale in TCRS;

E. PRIOR SERVICE. For each employee employed with the Joint Venture on the effective date of the Joint Venture’s
participation in TCRS, the Joint Venture shall: NOT allow its employees to establish any prior scrvice credit with
the Joint Venture; and

WHEREAS, the effective date of participation shall be on October 1, 2016, or on such later date as determined by the TCRS
Board of Truslees, and the initial employer contribution ratc will be 13.83 %, which is based on the estimated lump sum accrucd
linbility of $0.00; and

WHEREAS, Stewart County is represented in such Joint Venture and desices to allow all the enaployees of the Joint Venture
to participate in TCRS under the above terms and condilions, or under such other terms and conditions the governing body of the Joint
Venture may adopt pursuant to the laws goveriug TCRS; provided, however, this governing body must approve by resolution any

such action that would increase the Jiabilities of either the Joint Venturc or the Political Subdivision; and

WHEREAS, the liability for participation and costs of administration shall be the sole responsibility of the Joint Venture and
all public entitics responsible for the direct funding of the Joint Venture and not the State of Tennessee; and

1
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WHEREAS, the Joint Venturc has passed a budget amendment appropriating the funds necessary to meet such liability and

the samc is attached hereto.

NOW, THEREFORE, BE IT RESOLVED That the Board of County Commissioners of Stewart County hereby authorizes all
the employees of the Joint Venture to become cligiblo to paricipate in TCRS in accordance with the above terms and conditions
subject to the approval of the TCRS Board of Trustees, and hereby guarantees the payinent of its prorated share of any outstanding
Tiability so incurred by the above-referenced action of the Joint Venture, It is acknowledged and understood that pursuant to
Tennessce Code Annotated, Section 8-35-111 neither the Joint Venture nor the Political Subdivision shall make employer
contributions to any other retirement or deferred compensation plans on behalf of any employee who participates in TCRS pursuant to
ihis Resolution wherein the total combined employer contributions to such plans exceed 3% of the employee’s salary, unless the Lacal
Govemnment Hybrid Plan or the State Employee and Teacher Hybrid Plan is adopted by the Joint Venture for such employee.

STATE OF TENNESSEE
COUNTY OF_S 7E€w/Avey

e ———
I, S »7 é.? FZ' 2—-A “ng Z\ , clerk of the Board of County Commissioners of Stewarl

County, 'I‘eunesscn! do hercby certify that this J a true and exact capy of the foreg Rcsoluuon that was ap Zrovcd and
adopted in accordance with applicable law at & mecting held on the 7 day of ﬁ’ Ve é"ﬁf ET2-,20 L the original of

which is on file in this office.

e v— :22/74., —

( _’/\s \CE!c.rk of 19( Bom}l(é nt"p}/ésmd /
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DAVID H. LILLARD, JR.

STATE OF TENNESSEE

TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER
15" FLOOR ANDREW JACKSON BUILDING SLBRCNUE
502 DEADERICK STREET DIRECTOR

NASHVILLE, TENNESSEE 37243-0201

July 6, 2016

Mr., Greg McClain

City of Maryville. City Manager
Maryville Municipal Center

404 West Broadway

Maryville, TN 37801

Dear Mr. McClain:

Itwas a pleasure to meet with Kristine, Debbic. and you on June 20, 2016. 10 discuss participation in the
Tennessee Consolidated Retirement System (TCRS) for employees of the Recreation and Parks
Commission of Maryville. Alcoa and Blount County (Recreation and Parks Commission) and employees
of the Emergency Communications District of Blount County (Blount County ECD). The City of
Maryville has been a participating employer in TCRS since 1965.

Background

With the implementation o GASB Statement No. 68 (GASB 68) by the Government Accounting
Standards Board (GASB) as well as the American Institute of Certified Public Accountants (AICPA)
white paper regarding the review of census data (employee’s demographic information), the pension
information presented in a government’s financial statements requires greater disclosure than previously
required. Morcover. there is a greater degree of responsibility for governmental cmployers, governmental
auditors, and pension administrators to certify the accuracy of pension data being disclosed in the
financial statements of employers that participate in pension plans. One such responsibility is that census
data should be reviewed for accuracy by the employer and the auditor.

A review of census data in 2014 by the Comptroller of the Treasury’s State auditor determined that the
GASB 68 actuarial data for the City of Maryville included employecs of two entitics that are legally
separate from the City. The separate entitics are the Recreation and Parks Comumission and Blount County
ECD. The Recreation and Parks Commission is a joint venture of Blount County and the cities of
Maryville and Alcoa. Blount County ECD is a political subdivision which is authorized under Tennessee
Code Annotated Section 7-86-105(h) 10 be a participating employer in TCRS.

Tennessee Code Annotated, Section 8-35-201(d), provides that in order for a joint venture to participate
in TCRS. it must apply to the TCRS Board of Trustees. after passing a resolution authorizing its
employees to become members. Also. the governing body of each governmental entity that participates
in the joint venture must pass a resolution authorizing the joint venture’s employees to participate in

TCRS.

45




TCRS is a “qualificd plan™ under Section 401(a) of the Internal Revenue Code (IRC) and must maintain

such qualification in order for asscts within the pension fund to be accrued tax (ree until paid in the form
of a benefit (o retirees. To maintain its qualificd status, TCRS is required to limit membership to enly the
employces of governmental employers properly participating in the plan.

Accordingly. for purposes of GASB 68, statc law, and plan qualification, it is nccessary to take
appropriate actions to correct what TCRS has deemed an “administrative crror.”

Suggested Course of Action

Given that the Recreation and Parks Commission has been participating in TCRS through the City of
Maryville since the 1970s and Blount County ECD has been participating since its creation, it is
infeasible and impractical to completely separate prior participation that spans the aforementioned time
periods. Accordingly, we are proposing a course of action as sct out below. This course of action is
intended 10 ensure that cmiployees and retirees of these entitics will receive the pension beuefits they
understood were being accrued for their benef(it in retirement, while at the same time cstablishing these
two employers in the proper legal posture within TCRS. The recommended process should be seamiess

to employecs.

The suggested course ol action includes the adoption of the following resolutions:

City of Maryville

¢ Resolution A: The City of Maryville agrees to aceept responsibility for service accrued by
employees of the Recreation and Parks Commission through September 30, 2016. The city will
retain credit for all employer contributions, employee contributions, investment earnings, and
retirement coverage through September 30, 2016. The resolution will also rescind all previous
resolutions regarding this issue that have been adopted by the city.

e Resolution B: The City of Maryville agrees to accept responsibility for service accrued by
cmployees of the Blount County ECD thirough September 30, 2016. The ity will retain credit for
all employer contributions, employee contributions, investiment camings, and retirement coverage
through September 30, 2016, The resolution will also rescind all previous resolutions regarding
this issue that have been adopted by the city.

¢ Resolution C: Pursuant to slate law regarding the participation of joint ventures in TCRS, the
City of Maryville agrees for the Recreation and Parks Commission to participate in TCRS.

Board of the Reercation and Parks Commission
» Resolution D: The Board secks for the Recreation and Parks Commission (o become a
participating employer in TCRS so as to provide a retivement plan for employees. Resolution A,
also adopted by the City of Maryville: The Board agrees 10 accept responsibility (or all assets and
liabilities established October 1. 2016, or later, associated with membership of its current and
futurc employees in TCRS. The resolution will also rescind all previous resolutions regarding this
issue that have been adopted by the Board.
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Board of the Blount County ECD

* Resolution E: The Board seeks to become a participating employer in TCRS so as (o provide a
reticcment plan for employecs.

» Resolution B, also adopted by the City of Maryville: The Board agrees to accept responsibility for
all assets and liabilities cstablished October 1, 2016, or later, associated with membership of its
current and future employcees in TCRS. The resolution will also rescind all previous resolutions
regarding this issuc that have been adopted by the Board.

City of Alcoa
¢ Resolution F: Pursuant 10 state law regarding the participation of joint ventures in TCRS, the City
of Alcoa agrees for the Recreation and Parks Commission to participate in TCRS.

Blount County
¢ Resolution G: Pursuant to state law regarding the participation of joint ventures in TCRS. the
Blount County Commission agrees for Recreation and Parks Commission to participate in TCRS.

Compliance

We have conferred with the Tennessee Comptroller of the Treasury and legal counsel and are in
agreement that the proposed course of action is the reasonable resolution to correct the issucs described.

Stmmary

We recommend the course of action as set out above to resolve the participation of employees of the
Recreation and Parks Commission and the employees of Blount County ECD in the TCRS.

We sincerely appreciate the proactive attention to this matter by all entitics listed above. As you may
know, TCRS is onc of the top rated plans in the country and that is in part to the excellent leadership of
our local government partners. If there are any questions or if you need additional information, please feel

free 1o contact us,

Ju 4—

Joy H/Harris
Assistant Treasurer. Financial Empowerment

Sincerely,

cc: Joe Huff, Recreation and Parks Commission of Maryville, Alcoa and Blount County
Jeff Caylor, Director, Emergency Communications of Blount County
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iy, STATE OF TENNESSEE DAVID H. LILLARD, JR.

ﬁ.i‘“ “ %  TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER
L 502 DEADERICK STREET
e “"‘?’.;“ & NASHVILLE, TENNESSEE 37243-0201 diLbOAGHES
MEMORANDUM
TO: Sandi Thompson, Division of Local Finance

FROM: Karen Curtis, TCRS Employer Services
SUBJECT: Participation in Tennessee Consolidated Retirement System
DATE: November 4, 2016

Employees of the Blount County Emergency Communications District were being
reported to Tennessee Consolidated Retirement System (TCRS) as a division of Blount
County as County employees. We were notified by the Comptroller’s Office that this may
be in error, After research done by our legal counsel, it was determined that this is
considered an administrative error by Blount County in that Blount County ECD is
considered a separate legal enlity. As such, the ECD must join TCRS as a separate legal
entity.

The Blount County Emergency Communications District will be participating in
Tennessee Consolidated Retirement System effective 1/1/2017.

The Board of Trustees of the TCRS requires a political subdivision to appropriate the
necessary funds in their annual budget for retirement costs. The ECD will continue to
pay the contribution rate that was previously paid for those employees under the County
participation at 11.26%. Effective July 1, 2017, the employer contribution rate shall
change to 4.34%. With 31 employees this would equal a dollar amount of

$ 84,526.33 for the fiscal year 2017. One hundred percent (100%) of this figure is
required to be budgeted for the fiscal year ending June 30, 2017.

Enclosed is the fiscal year 2017 budget for this entity. Please let me know if this
information is sufficient and accurately reflects adequate funding for retirement costs for
this entity.

If you have any questions, please call me at (615) 253-6134.

Enclosure

TR 4228

48



Tennessee Consolidated

Retirement System A RESOLUTION to authorize a political subdivision's participation in
Emergency Communications District of Blount County the Tennessce Consolidated Retirement System in

accordance with Tenncssee Code Annotated, Title 8,
Chapters 34 —37.

WHEREAS, Tennessce Code Annotated, Title 8, Chapter 35, Part 2 allows a political subdivision to participate in
the Tennessee Consolidated Retirement System (“TCRS") subject to the approvai of the TCRS Board of Trustees; and
WHEREAS, the Emergency Communications District of Blount County desires to participate in TCRS under the

provisions of Tennessee Code Annotated, Title 8, Chapters 34 — 37 and in accordance with the following terms and conditions:
A.  TYPEPLAN. The Political Subdivision adopts the following type plan: Regular Defined Benefit Plan;
B. EMPLOYEE CONTRIBUTIONS. The Employees shall contribute: 5% of the employees® earnable compensation;

C.  COST-OF-LIVING INCREASES FOR RETIREES. The Political Subdivision shall: PROVIDE cost-of-living increases
for its retirees;

D. ELIGIBILITY OF PART-TIME EMPLOYEES. The Political Subdivisicn shall: NOT allow its part-time employces to
participate in TCRS;

E.  PRIORSERVICE. All service by employees of the Political Subdivision that was rendered to the Political Subdivision
and established in TCRS as of the effective date of the Political Subdivision’s participation in TCRS, shall be recognized
as service established with the Political Subdivision; and

WHEREAS, the liability for participation and costs of administration shall be the sole responsibility of the Political
Subdivision and not the State of Tennessee; and

WHEREAS, the Political Subdivision has passed a budget amendment appropriating the funds ncecssary to meet such
liability and the same is attached hereto; and

WHEREAS, the effective date of participation shall be on December 1, 2016, or on such later date as determined by the
TCRS Board of Trustees, and the initial employer contributjon rate shall be 11.26%. Effective July 1, 2017, the employer contribution
rate shall be 4.34%, which shall be subject to change based on subsequent annual actuarial valuations. The Political Subdivision will
not have any accrued unfunded liability at the effective date of participation due to the transfer of assets within TCRS to the Political
Subdivision’s account approved by the City of Maryville by separate resolution.

NOW, THEREFORE, BE 1T RESOLVED That the Board of Dircctors of the Emergency Communications District of Blount
County hereby authorizes all its employces in 2l its departments or instrumentalities to become eligible to participate in TCRS in
accordance with the above terms and conditions subject to the approval of the TCRS Board of Trustees. It is acknowledged and
understood that pursuant to Tennessee Code Annotated, Section 8-35-111 the Political Subdivision shall not make employer
contributions to any other retirement or deferred compensation plans on behalf of any employee who participates in TCRS pursuant to
this Resolution wherein the total cdimbined employer contributions to such plans exceed 3% of the employee’s salary, unless the Local

Government [ybrid Plan or the State Employee and Teacher Hybrid Plan is adopted by the Political Subdivision for such employee.
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STATE OF TENNESSEE
COQUNTY OF Blount

I, U /‘ / //M g /¢ !k/Jf J?: , Chairman of the Board of

Directors of the Emergency Communications District of Blount County, do hereby certify that this is a true and exact copy of the

foregoing Resolution that was approved and adopted in accordance with applicable faw at a meeting held on the _{ 5 ad day of

/!é Yem Sed” .20 /4, the original of which is on file in this office.
IN WITNESS WHEREQF, I have hereunto set my hand, and the seal of the Emergency Communications District of Blount

(£ Sz )

As Chairman of the Board, as aforesaid/

County.

Seal
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STATE OF TENNESSEE DAVID H. LILLARD, JR.

TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER
NASHVILLE, TENNESSEE 372430201 s
MEMORANDUM
Date: November 7, 2016
To: TCRS Board of Trustees
From: Melissa L. Davis, TCRS Field Services

Subject:  Cookeville Boat Dock Road Utility District

The Cookeville Boat Dock Road Utility District is petitioning for participation in the Tennessee
Consolidated Retirement System. This membership would be effective January 1, 2017 for new
hires only from that date forward.

The district has chosen to participate in the Regular Defined Benefit Plan with an initial
contribution rate 6.5%. The district’s rate will be reevaluated during the next actuarial
valuation. At this time, there is no identifiable annual cost since this plan will only be offered to
new hires.

TR 8388
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STATE OF TENNESSEE DAVID H. LILLARD, JR.
TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER
502 DEADERICK STREET

NASHVILLE, TENNESSEE 37243-0201 JILLDBIRA&Ijrgi

October 29, 2016

Jean Suh, Audit Manager
Municipal Audit

1500 James K. Polk Building
505 Deaderick Street
Nashville, TN 37243

Dear Ms Suh:

The Tennessee Consolidated Retirement System (TCRS) allows utility districts created
under the 1937 Ultility District Act to be considered as political subdivisions for
retirement purposes. Before a district can actually begin to participate, a participation
process must be completed. The Board of Trustees of the TCRS scrutinizes the financial
position of utility districts closely. We would appreciate your office's expertise in this
area.

The Cookeville Boat Dock Road Utility District is considering participation in TCRS
effective 01/01/2017. In an attempt to determine the group's ability to fund such a plan,
we would appreciate any information or comment your office could provide in writing
regarding this district's financial position at the time of recent evaluations performed.

The information provided and your assistance are very much appreciated. If you have
any questions, please call me at (615) 253-6128.

Sincerely,

j\/(y(,u')ax_» A Daceo

Melissa L. Davis
TCRS Field Services

RTA
MUNAUDIT

TR 4210
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STATE OF TENNESSEE
COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT

DIVISION OF LOCAL GOVERNMENT AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 372431402

PHONE (615) 401-7841
October 31, 2016
Ms. Melissa L. Davis
Employer Liaison
Tennessee Consolidated Retirement System
502 Deaderick Street

Nashville, TN 37243
Dear Ms. Curtis:

At your request, I have reviewed the financial position of the Cookeville Boat Dock
Road Utility District (the District) in consideration of their application for participation as a
member of the Tennessee Consolidated Retirement System (TCRS).

My review of the District’s economic and financial condition consisted principally of
an analysis of three specific indicators: near-term financial position, net position, and
economic condition. !

Near-term financial position

For the fiscal year ended December 31, 2015, the District’s financial statements
reflected current assets of $377,787 available to pay current liabilities of $216,379. The
difference between these two amounts, $161,408, represents the District’s working capital
and demonstrates their ability to meet current expenses. The District has reported a
positive working capital for the past five years, from 2015 to 2011.

The financial statements reflected that the District had cash and cash equivalents of
$149,706 at December 31, 2015.

Based upon review of the District’s operating statements for the past five years, the
District generated adequate revenue to pay for costs of operation except for the fiscal year
ended December 31, 2014.

Net position

The District reported an increase in net position of $226,753 and an ending net
position balance of $2,271,542 for the fiscal year ended December 31, 2015. The district
reported a decrease in net position (net assets) in the 2014 and 2013 fiscal years.

! See Chapter 47 of the Governmental Accounting, Auditing, and Financial Reporting published by the
Government Finance Officer's Association.
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Ms. Davis

Tennessee Consolidated Retirement System
October 31, 2016

Page 2

Other Economic Condition Factors

Based upon supplemental information in their financial reports, the District
experienced an increase in its customer base for at least two of the past five years. At
December 31, 2015, the District reported approximately 2,726 metered customers.

Because the District provides water utility services, as long as there is a customer
base and the natural resource is available, it should have the ability to generate its own-
source revenues.

Other Issues

The District is currently subject to the oversight of the Utility Management Review
Board (UMRB). Three new commissioners have been properly appointed and trained, and
the UMRB believes they are putting the District in a strong financial position. The
financial condition of the District will continue to be reviewed by staff to the UMRB. If any
additional rate increases are needed, the UMRB will take those steps as necessary.

Conclusion

Taking all of the above into consideration, it appears that the District has made
necessary changes to improve the District’s financial position and should have sufficient
future resources to meet pension obligations associated with their participation in the
TCRS. 1 have included a copy of my complete analysis. Additionally, the District’s
financial statements are available on our website for your review.

Should you have additional questions related to the items addressed in this letter,
please feel free to contact me.

Sincerely,

W

Jean Suh, CPA, CGFM, Audit Manager
Division of Local Government Audit

2691

Enclosure
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Tennessee Consolidated
Retirement System A RESOLUTION to authorize a political subdivision's participation in

the Tennessee Consolidated Retirement System in
accordance with Tennessee Code Annotated, Title 8,
Chapters 34 — 37.

WHEREAS, Tennessee Code Annotated, Title 8, Chapter 35, Part 2 allows a political subdivision to participate in

the Tennessee Consolidated Retirement System (“TCRS”) subject to the approval of the TCRS Board of Trustees; and

WHEREAS, the Cookeville Boat Dock Road Utility District desires to participate in TCRS under the

(Name of Political Subdivision)

provisions of Tennessee Code Annotated, Title 8, Chapters 34 — 37 and in accordance with the following terms and conditions:

A.

TYPE PLAN. (CHECK BOX 1 OR BOX 2 OR BOX 3 OR BOX 4). The Political Subdivision adopts the following type
plan:

(1) [X] Regular Defined Benefit Plan.

(2) [ ]Alternate Defined Benefit Plan.

(3) [ 1Local Government Hybrid Plan (If this Plan is chosen, the Political Subdivision MUST also maintain a defined
contribution plan on behalf of its employees and pass the attached resolution that describes the type of defined
contribution plan the Political Subdivision will adopt. The defined contribution plan could provide for
employer contributions of 0% to up to 7% of its employees’ salaries).

(4) [ ] State Employee and Teacher Hybrid Plan (If this Plan is chosen, the Political Subdivision MUST also maintain
a defined contribution plan on behalf of its emplayees whereby the Political Subdivision makes a mandatory
employer contribution on behalf of each of its employees participating in the Hybrid Plan equal to 5% of the
respective employee's salary subject to the cost controls and unfunded liability controls of the Hybrid Plan.
The Political Subdivision must also pass the attached resolution that describes the type of defined contribution
plan the Political Subdivision will adapy).

EMPLOYEE CONTRIBUTIONS, (CHECK BOX 1 OR BOX 2 OR BOX 3 - IF THE STATE EMPLOYEE AND
TEACHER HYBRID PLAN IS SELECTED ABOVE, THE EMPLOYEES MUST CONTRIBUTE 5 % OF THEIR
EARNABLE COMPENSATION UNDER THAT PLAN AND BOX | MUST BE CHECKED). The Employees shall
contribute:

(1) [X] 5% ofthe employees’ earnable compensation.
(@) [] 25%ofthe employees’ eamable compensation.
(3) [ ] 0% ofthe employees’ earnable compensation,

COST-OF-LIVING INCREASES FOR RETIREES. (CHECK BOX 1 OR BOX 2 - IF EITHER THE LOCAL
GOVERNMENT, OR THE STATE EMPLOYEE AND TEACHER HYBRID PLAN IS SELECTED A BOVE, COST-OF-
LIVING INCREASES FOR RETIREES MUST BE GIVEN, SUBJECT TO ANY APPLICABLE COST CONTROLS AND
UNFUNDED LIABILITY CONTROLS AND BOX 2 MUST BE CHECKED). The Political Subdivision shall:

(1) [ ] NOT provide cost-of-living increases for its retirees.
(2) [X] PROVIDE cost-of-living increases for its retirees.

ELIGIBILITY OF PART-TIME EMPLOYEES. (CHECK BOX I OR BOX 2). The Political Subdivision shall:

(1) [X] NOT allow its part-time employees to participate in TCRS.
(@ [ 1 ALLOW its part-time employees to participate in TCRS.

PRIOR SERVICE. (CHECK AND COMPLETE BOX 1 OR BOX 2 OR BOX 3 OR BOX 4 OR BOX 5 — CAUTION: IF
THE STATE EMPLOYEE AND TEACHER HYBRID PLAN IS SELECTED ABOVE AND IF BOX 3 BELOW IS NOT
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CHOSEN, THE EMPLOYER CONTRIBUTION COULD EXCEED 4% THEREBY CAUSING THE COST CONTROLS
AND UNFUNDED LIABILITY CONTROLS TO AUTOMATICALLY APPLY. ACCORDINGLY, PRIOR SERVICE IS
NOT RECOMMENDED). For each employee employed with the Political Subdivision on the effective date of the
Political Subdivision’s participation in TCRS, the Political Subdivision shall:

(1) [ 1 Purchase ALL years of prior service credit on behalf of its employees.

(2) [ 1 Purchase NQ years of prior service credit on behalf of its employees, but shall accept the unfunded liability
should its employees establish ALL years of prior service.

(3) [X] NOT allow its employees to establish any prior service credit with the Political Subdivision.

(4) [ ] Purchase years of prior service credit on behalf of its employees and accept the unfunded
liability should its employees establish an additional years of prior service credit.

(5) [ ] Purchase years of prior service credit on behaif of its employees and no additional prior service
credit may bq established; and

F. MAXIMUM UNFUNDED LIABILITY. (COMPLETE THIS ITEM F ONLY IF THE STATE EMPLOYEE AND
TEACHER HYBRID PLAN IS SELECTED ABOVE). For purposes of the cost control provisions of Tennessee Code
Annotated, Section 8-36-922(d), the Political Subdivision defines “maximum unfunded liability” to mean an unfunded

liability of no greater than Not Applicable
;and

WHEREAS, the liability for participation and costs of administration shall be the sole responsibility of the Political
Subdivision and not the State of Tennessee; and

WHEREAS, the Political Subdivision has passed a budget amendment appropriating the funds necessary to meet such
liability and the same is attached hereto; and

WHEREAS, the effective date of participation shall be on January 1, 2017 or on such later date as determined by the TCRS

Board of Trustees, and the initial employer contribution rate shall be 6.50% which is based on the estimated lump sum accrued

liability of $0.00.

NOW, THEREFORE, BE IT RESOLVED That the Commissioners of the Cookeville Boat Dock Road Utility District

hereby authorizes all its employees in all its departments or instrumentalities to become eligible to participate in TCRS in accordance
with the above terms and conditions subject to the approval of the TCRS Board of Trustees. It is acknowledged and understood that
pursuant to Tennessee Code Annotated, Section 8-35-111 the Political Subdivision shall not make employer contributions to any other
retirement or deferred compensation plans on behalf of any employee who participates in TCRS pursuant to this Resolution wherein
the total combined employer contributions to such plans exceed 3% of the employee's salary, unless the Local Government Hybrid
Plan or the State Employee and Teacher Hybrid Plan is adopted by the Political Subdivision for such employee. If either the Local
Govemment Hybrid Plan or the State Employee and Teacher Hybrid Plan is adopted by the Political Subdivision, the Political
Subdivision may make employer contributions to the defined contribution plan component of that Plan and to any one or more
additional tax deferred compensation or retirement plans on behalf of such employee provided that the total combined employer

contributions to such plans on behalf of the employee does not exceed 7% of the employee’s salary.

TR 9023
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STATE OF TENNESSEE
county oF Putnao N

1._@\"0\&(‘ neﬁd &iﬁﬂf‘f‘f- :_Yr , clerk of the Board of
Cooteolle Bt Dock @ D _(Oooteu)le

ame of Governing Body) (County, City Town, etc.)

Tennessee, do hereby certify that this is a true and exact copy of the foregoing Resolution that was approved and adopted in

accordance with applicable law at a meeting held on the l day of Jﬁ\l( m e , 20 ){p, the original of
is on file in this office,

As Clerk of the Board, as aforesai

TR 9023
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STATE OF TENNESSEE DAVID H. LILLARD, JR.

TENNESSEE CONSOLIDATED RETIREMENT SYSTEM SFATE{IREASURER
NAGHVILLE, TENNESSEE 37243-0201 JILL BACHUS
MEMORANDUM
Date: November 7, 2016
To: TCRS Board of Trustees
From; Melissa L. Davis, TCRS Field Services

Subject:  The City of Franklin

The City of Franklin is petitioning for participation in the Tennessee Consolidated Retirement
System. This membership would be effective January 1, 2017 for new hires only from that date
forward,

The City has chosen to participate in the Regular Defined Benefit Plan with an initial
contribution rate 6.5%. The City's rate will be reevaluated during the next actuarial valuation.
At this time, there is no identifiable annual cost since this plan will only be offered to new hires.

TR 8888

63




CoF ResoutTon d816-T0

Tennessee Caonsolidated
Retirement System A RESOLUTION to authorize a political subdivision's participation in

the Tennessee Consolidated Retireruent System in
accordance with Tennessee Code Annotated, Title 8,
Chapters 34 - 37.

WHEREAS, Tennessee Code Annotated, Title 8, Chapter 35, Part 2 allows a political subdivision to participaie in

the Tennessce Consolidated Retirement System (“TCRS") subject o the approval of the TCRS Board of Trustees; and

WHEREAS, the ___ CZ7Y 0F b4, in’ desires 10 participate in TCRS under the

{Name of Political Subdivision)

provisions of Tennessee Code Annotated, Title 8, Chapters 34 — 37 and in accordance with [he following terms and conditions:

A,

TYPEPLAN. (CHECK BOX ! OR BOX 2 OR BOX 3 OR BOX 4). The Political Subdivision adapls the following typc
plen:

(1) [1fRegular Defined Benefit Plan.

(2) [ ) Aliernate Defined Benefit Plan,
(3) [ ]Local Government Hybrid Plan (If rhis Plan is chosen, the Political Subdivision MUST also maintain a defined

contribution plan on behalf of its employees and pass the attached resolution that describes the type of defined
contribution plan the Political Subdivision will adopt. The defined contribution plan could provide for
employer contributions of 0% to up to 7% of its employees’ salaries).

(4) { ] State Employee and Teacher Hybrid Plan (f tiis Plan is chosen, the Political Subdivision MUST also maintain
a defined contribution plan on bekalf of its employees whereby the Political Subdivision makes a mandalory
employer coniribution on behalf of each of its employees participating in the Hybrid Plan egual 1o 5% of the
respective employee's salary subject to the cost controls and unfunded liability controls of the Hybrid Plan,
The Polltical Subdivision must also pass the attached resolution that describes the iype of definad contribution

Plan the Political Subdivision will adop).

EMPLOYEE CONTRIBUTIONS. (CHECK BOX ! OR BOX 2 OR BOX 3 - IF THE STATE EMPLOYEE AND
TEACHER HYBRID PLAN IS SELECTED ABOVE, THE EMPLOYEES MUST CONTRIBUTE 5% OF THEIR
EARNABLE COMPENSATION UNDER THAT PLAN AND BOX | MUST BE CHECKED). The Employees shall

contribute:
) 5% of the employees® earnable compensation,

2 [ ] 2.5%ofthe employees' earnable compensation.
(3) [ ] 0% ofthe employees' earnable compensation.

COST-OF-LIVING INCREASES FOR RETIREES. (CHECK BOX | OR BOX 2 - IF EITHER THE LOCAL
GOVERNMENT, OR THE STATE EMPLOYEE AND TEACHER HYBRID PLAN IS SELECTED ABOVE, COST-OF-
LIVING INCREASES FOR RETIREES MUST BE GIVEN, SUBJECT TO ANY APPLICABLE COST CONTROLS AND
UNFUNDED LiABILITY CONTROLS AND BOX 2 MUST BE CHECKED). The Political Subdivision shall:

(1) [ ] _NOT provide cost-of-living increases for its retirees,
(2) [L¥” PROVIDE cost-of-living increases for its retirees,

ELIGIBILITY OF PART-TIME EMPLOYEES. (CHECK BOX ! OR B0OX 2), The Palitical Subdivision shall:

a I NOT allow its part-time employees to participate in TCRS.
(2) [ 1 ALLOW its part-time employees to participate in TCRS.

PRIOR SERVICE. (CHECK AND COMPLETE BOX | OR BOX'2 OR BOX 3 OR BOX 4 OR BOX 5 - CAUTION: IF
THE STATE EMPLOYEE AND TEACHER HYBRID PLAN IS SELECTED ABOVE AND IF BOX 3 BELOW I5 NOT
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CHOSEN, THE EMPLOYER CONTRIBUTION COULD EXCEED 4% THEREBY CAUSING THE COST CONTROLS
AND UNFUNDED LIABILITY CONTROLS TO AUTOMATICALLY APPLY. ACCORDINGLY, PRIOR SERVICE IS
NOT RECOMMENDED). For each employee employed with the Political Subdivision on the effective date of the
Political Subdivision’s participation in TCRS, the Political Subdivision shalf:

() [ ] Purchase ALL years of prior service credit on behsif of its employees,

(2) [ ] Purchase NO years of prior service credit on behalf of ifs employees, but shall accept the unfunded liability
should its employees establish ALL years of prior service.

(3) [l’]/ NOT allow its employees to establish any priar service credit with the Political Subdivision.

(4) [ 1 Purchase years of prior service credit on behalf of its employees and sccept the unfunded
liability should its employees establish an additional years of prior service credit,

(5) [ ) Purchase years of prior service credit on behalf of its employees and no additional prior service
credit may be established; and

F.  MAXIMUM UNFUNDED LIABILITY. (COMPLETE THIS ITEM F ONLY IF THE STATE EMPLOYEE AND

TEACHER HYBRID PLAN IS SELECTED ABOVE). For purposes of the cost control provisions of Tennessee Code
Annotated, Section 8-36-922(d), the Political Subdivision defines “maximum unfunded liability” to mean an unfunded

liability of no greater than
; and

WHEREAS, the liability for participation and costs of administration shall be the sole responsibility of the Palitical
Subdivision and not the State of Tennessee; and
WHEREAS, the Political Subdivision has passed a budget amendment appropriating the funds necessary to meet such

liability and the same is attached herelo; and
WHEREAS, the effective date of participation shall be on Ta sty |/ ,20 /7 ,oron

such later date as determined by the TCRS Board of Trustees, and the initial employer contribution rate shall be &.5” %, which is

._._0.___.

based on the estimated lump sum accrued liability of $

NOW, THEREFORE, BE IT RESOLVED Thatthe ___Z942D D piayoe b ALD 34m €S of
(Name of Governing Body)
CLTY oF Flady 15/ hereby autborizes all its employees in all its departments or

(Name of Political Subdivision)
instrumentalities to become eligible to participate in TCRS in accordance with the above terms and conditions subject to the approval

of the TCRS Board of Trustees. 1t is acknowledged and understood that pursuant to Tennessee Code Annotated, Section 8-35-111 the
Political Subdivision shall not make employer contributions to any other retirement or deferred compensation plans on behalf of any
employee who participates in TCRS pursuant to this Resolution wherein the total combined employer contributions to such plans
exceed 3% of the employee’s salary, unless the Local Government Hybsid Plan or the State Employee and Teacher Hybrid Plan is
adopted by the Political Subdivision for such employee. If either the Local Government Hybrid Plan or the State Employee and
Teacher Hybrid Plan is adopted by the Political Subdivision, the Political Subdivision may make employer contributions to the
defined contribution plan component of that Plan and to any one or more additional tex deferred compensation or retirement plans on

behalf of such employee provided that the total combined employer contributions 1o such plans on behalf of the employee does not

exceed 7% of the employee’s salary.

TR 9023
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STATE OF TENNESSEE

county o _{{ {11 2vitson

1, Lﬂ.“&i ) \I' Mﬂ& , elerk of the Board of

—Mayer ard Mdenmen Oty of Frankling,
¢ of Governing Body) (County, City Town, etc.) ’

Tennessee, do hereby certify that this is a true and exact copy of the foregoing Resolution that was approved and adopted in

A
accordance with applicable law at a meeting held on the ﬁﬁ day of J @7"0 bﬂ/ 20 5, the original of which

is on file in this office.

IN WITNESS WHEREOF, | have hereunto set my hand, and the seal of the (’,f ajy d)c' F'Ené hn.
(N

£ of County, City, Town, etc,)

he Board, as aforesaid

Seat

TR 9023

66



‘%91°0Z 0} aBueyD |IM

ajeJ uoRNqUIUOD J1akodwe au) ' 710271/ @A0a)T “S|lIAAIBl JO a1el SWesS aU) Si %92 | JO a1l uonnaguuod Jakojdws [enul 28y 3 syled Yyl ‘2

‘wajsAs g1 3u} Ul Ayus |eba| ajeledas

B g [|im 93y B SHled @yl 210zZ/L/L 10 Sy ejpaliepy Jo D Aq papuodal Ajisnosuolls Buiag sem 29y B siled 07 unojg ‘eod)y ‘a|ialiep eyl L

:SOJON [RUONIPPY

‘(s)1a9140 |l0JAed oy sainpasoid Buiodals uteidxs AN 2 1L0Z Auenuep
09y @ SHed au) Jo saakojdwa ay) o} suoisiacid Jysuaq pue ‘samoiod ‘sme| utejdxs I\ 21.0Z Aenuep
"Apog Buiusanob ayy 0} sainpasoid Sunedioiped pue sjsod Jafojdws eiul psuieldx3  gLQg sunf

:sBunaapyy

ue|d Jsusg pauyaq seinbay

A papnpdu| P3pNn[aXx3 0% %00°S %9T° L) 0 0 uonjealsay pue syied
09 junojg ‘eoaly ‘sjalien
saafojdwig Bujar]joysony  abeisano)n Agqein  ayey 33  oey yg osdojldwg  sakojdwg uoisinpqns jeanijod
Jo JaquinN aw] Hed panidoy 9J1AI3G JO JUunowly

L10Z ‘) Asenuer
Wa)sAg Juawall}ay pajepijosuos) 2assauua] ay) ul
uonedionied buluuibag suoisiaipgng |eanijod

67



Page intended to be blank.

68



DAVID H. LILLARD, JR.

STATE OF TENNESSEE
TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER
15% FLOOR ANDREW JACKSON BUILDING

502 DEADERICK STREET o

NASHVILLE, TENNESSEE 37243-0201

July 6,2016

Mr. Greg McClain

City of Maryvitle, City Manager
Maryville Municipal Center
404 West Broadway

Maryville, TN 37801

Dcar Mr. McClain:

[t was a pleasure o meet with Kristine. Debbic. and you on June 20, 2016. to discuss participation in the
Tennessee Consolidated Retirement System (TCRS) for employees of the Reereation and Parks
Commission of Maryville. Alcoa and Blount County (Reereation and Parks Commission) and employees
of the Emergency Communications District of Blount County (Blount County ECD). The City of
Maryville has been a participating employer in TCRS since 1965.

Backgrownd

With the implementation of GASB Statement No. 68 (GASB 68) by the Government Accounting
Standards Board (GASB) as well as the American Institute of Certificd Public Accountants (AICPA)
white paper regarding the review of census data (ecmployee’s demographic information), the pension
information presented in a government's financial statements requires greater disclosure than previously
required. Morcover, there is a greater degree of responsibility for governmental employers, governmental
auditors, and pension administrators to certify the accuracy of pension data being disclosed in the
financial statements of employers that participate in pension plans. One such responsibility is that ceasus
data should be reviewed for accuracy by the employer and the auditor.

A review of census data in 2014 by the Comptroller of the Treasury's State auditor determined that the
GASB 68 actuarial data for the City of Maryville included employees of two entities that are legally
separate from the City. The separate entitics are the Recreation and Parks Commission and Blount County
ECD. The Recreation and Parks Comumission is a joint venture of Blount County and the cities of’
Maryville and Alcoa. Blount County ECD is a political subdivision shich is authorized under Tennessce
Code Annotated Scction 7-86-105(h) to be a participating employer in TCRS.

Tennessee Code Annotated, Section 8-35-201(d). provides that in order fora Jjoint venture to participate
in TCRS. it must apply to the TCRS Board of Trustecs. after passing a resolution authorizing its
cmployees to become members. Also. the governing body of each governmental entity that participates
in the joint venture must pass a resolution authorizing the joint venture’s employees to participate in

TCRS.
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TCRS is a “qualificd plan” under Section 401(a) of the Internal Revenue Cade (IRC) and must maintain

such quali(ication in order for assets within the pension fund to be accrued tax free until paid in the form
of a bencfit to retirees. To maintain its qualificd status, TCRS is required to limit membership to only the
cmployces of governmental employers properly participating in the plan,

Accordingly. for purposcs of GASB 68, slatc law, and plan qualification, it is necessary to take
appropriate actions to correct what TCRS has deemed an “administrative error.”

Suggested Course of Action

Given that the Recreation and Parks Commission has been participating in TCRS through the City of
Maryville since the 1970s and Blount County ECD has been participating since its creation, it is
infeasible and impractical 1o completely separate prior participation that spans the aforementioned time
periods, Accordingly, we are proposing a coursc of action as sct out below. This course of action is
intended to ensure that employees and retirces of these entities will receive the pension benefits they
understood were being accrued for their benefit in retirement, while at the same time establishing these
two employers in the proper legal posture within TCRS. The recommended process should be scamless
to ecmployecs.

The suggested course of action includes the adoption of the following resolutions:

City of Maryville

e Resolution A: The City of Maryville agrees to accept responsibility for service accrued by
employeces of the Recreation and Parks Commission through September 30, 2016. The city will
retain credit for all employer contributions, employec contributions, investment carnings, and
retirement coverage through September 30, 2016. The resolution will also rescind all previous
resolutions regarding this issue that have been adopted by the city.

e Resolution B: The City of Maryville agrees to accept responsibility for service accrued by
cmployees of the Blount County ECD through September 30, 2016. The city will retain credit for
all employer contributions, employce contributions, investment carnings. and retirement covernge
Uirough September 30, 2016. The resolution will also rescind all previous resolutions regarding
this issuc that have been adopted by the city.

« Resolution C: Pursuant to state law regarding the participation of joint ventures in TCRS, the
City of Maryville agrees for the Recreation and Parks Commission to participate in TCRS.

Board of the Recreation and Parks Commission
s Resolution D: The Board sceks for the Recreation and Parks Commission to become a
participating employer in TCRS so as to pravide a retirement pian for cmployees. Resolution A,
also adopted by the City of Maryville: The Board agrees 1o accept responsibility for all assets and
liabilities established October 1. 20146, or later, associated with membership of its current and
future employees in TCRS. The resolution will also rescind all previous resolutions regarding this
issue that have been adopted by the Board.
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Board of the Blount County ECD

¢ Resolution E: The Board sceks to become a participating employer in TCRS so as to provide a
retirement plan for employcees.

» Resolution B, also adopted by the City of Maryville: The Board agrees to accept responsibility for
all assets and liabilities established Qctaber 1, 2016, or later, associated with membership of its
current and future employees in TCRS. The resolution will also rescind all previous resolutions
regarding this issue that have been adopted by the Board.

City of Alcoa
¢ Resolution F: Pursuant 1o state law regarding the participation of joint ventures in TCRS, the City
of Alcoa agrees for the Recreation and Parks Commission to participate in TCRS.

Blount County
¢ Resolution G: Pursuant to state law regarding the participation of joint ventures in TCRS. the
Blount County Commission agrees for Recreation and Parks Commission to participate in TCRS,

Compliance

We have conferred with the Tennessee Comptraller of the Treasury and legal counsel and are in
agreement that the propesed course of action is the reasonable resolution 10 correct the issues described.

Summary

We recommend the course of action as sel out above to resolve the participation of employees of the
Recreation and Parks Commission and the employecs of Blount County ECD in the TCRS.

We sincerely appreciate the proactive attention to this matter by all entitics listed above. As you may
know, TCRS is one of the top rated plans in the country and that is in part to the excellent leadership of
our local government partoers, If there arc any questions or if you need additional information, please feel

free 10 contact us.

Sincerely,

Joy I-M{'m'is

Assistant Treasurer, Financial Empowerment

cc: Joe Huff, Recreation and Parks Commission of Maryville, Afcoa and Blount County
Jeff Caylor, Director, Emergency Communications of Blount County
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STATE OF TENNESSEE DAVID H. LILLARD, JR.

TENNESSEE CONSOLIDATED RETIREMENT SYSTEM STATE TREASURER
502 DEADERICK STREET
NASHVILLE, TENNESSEE 37243-0201 J"-'-D?,;‘Eccﬂgg

MEMORANDUM

TO: Sandi Thompson, Division of Local Finance

FROM: Karen Curtis, TCRS Employer Services

SUBJECT: Participation in Tennessee Consolidated Retirement System
DATE: October 27, 2016

Employees of the Maryville, Alcoa, Blount County Parks & Rec were being reported to
Tennessee Consolidated Retirement System (TCRS) as a division of the City of
Maryville as City employees. We were notified by the Comptroller’s Office that this may
be in error. After research done by our legal counsel, it was determined that this is
considered an administrative error by the City of Maryville in that Maryville, Alcoa,
Blount County Parks & Rec is considered a separate legal entity, As such, the Parks &
Rec must join TCRS as a separate legal entity.

The Maryville, Alcoa, Blount County Parks & Rec will be participating in Tennessee
Consolidated Retirement System effective 1/1/2017.

The Board of Trustees of the TCRS requires a political subdivision to appropriate the
necessary funds in their annual budget for retirement costs. The Parks & Rec will
continue to pay the contribution rate that was previously paid for those employees under
the County participation at 11,26%. Effective July 1, 2017, the employer contribution rate
shall change to 20.16%. With 17 employees this would equal a dollar amount of

$ 94,318.00 for the fiscal year 2017. One hundred percent (100%) of this figure is
required to be budgeted for the fiscal year ending June 30, 2017.

Enclosed is the fiscal year 2017 budget for this entity. Please let me know if this
information is sufficient and accurately reflects adequate funding for retirement costs for
this entity.

If you have any questions, please call me at (615) 253-6134.

Enclosure

TR 4228
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STATE OF TENNESSEE
COMPTROLLER OF THE TREASURY
OFFICE OF STATE AND LOCAL FINANCE
SUITE 1600 JAMES K. POLK STATE OFFICE BUILDING
505 DEADERICK STREET
NASHVILLE, TENNESSEE 37243-1402
PHONE (615) 401.7872
FAX (615) 741-5986

Memorandum
TO: Karen Curtis, TCRS Employer Services , |
FROM: Sandra Thompson, Director W'{&J—h?@@*\

DATE: November 4, 2016
SUBJECT:  Maryville, Alcoa, Blount County Parks & Rec Commission

It appears the Maryville, Alcoa. Blount County Parks & Rec Commission (the “Comumission™) will
have adequate revenues to fund the retirement costs associated with becoming a member of the
Tennessee Consolidated Retirement System (TCRS) effective January 1, 2017.

Pursuant to your request, we have reviewed the Commission’s budget for the fiscal year ending
June 30, 2017. The budget includes retirement costs of $105,831, which adequatcly covers the
Board’s total first year cost of $94,318 (o participatc in TCRS. The condensed annual budget
presenied below demonstrates that the Commission has sufficient revenues budgeted to cover all
expenditures including the TCRS pension expenditurcs.

Maryiille, Alcoa, Blount Counly Parks & Rec Commission
Condensed Annual Budget
Fiscal Year Ending June 30,2017

Operating Revenue 3 2,839,584
Opcermating Iapenditures 2,839,584 *
Increase (Decrease) in Fund Balance 3 -

*Operating expenditures include retirement costs of $105,831,
The financial information received by this Office with the request for the review of the
Commission’s fiscal year 2017 budget represents the Commission's assertions of its financial

condition that may or may not reflect its current or future financial condition.

I you need additional information, please do not hesitate to contact me.
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Tennessee Consolidated

Retirement System A RESOLUTION 1o authorize a joint venture's participation in the
Recreation and Parks Commission of Maryville, Tennessee Consolidated Relirement System in
Alcoa, and Blount Counly accordance with Tennessee Code Annotated, Title 8,

Chapters 34 - 37.

WHEREAS, Tennessee Code Annotated, Section 8-35-201 provides that any governing body of a joint venture between one
or more political subdivisions of this State may by resolution authorize the employccs of the joint venture 1o participate in the
Tennessee Consolidated Retirement System (“TCRS") subject to the approval of the TCRS Board of Trustees; provided that cach
political subdivision of the State which is represented in the joint venture passes a resolution guaranteeing the payment of its prorated
share of any outstanding liability so incurred by the participation; and

WHEREAS, the Recreation and Parks Commiission of Maryville, Alcoa, and Blount County (“Joint Venture™) desires to
participate in TCRS under the provisions of state law, and under the following terms and conditions, which shall apply to all
individuals employed with the Recreation and Patks Commission of Maryville, Alcoa, and Blouni County as of December |, 2016,
and all employees hired on or afler December 1, 2016:

A. TYPE PLAN. The Joint Venture adopts the following type plan: Regular Defined Benefit Plan;
B. EMPLOYEE CONTRIBUTIONS. The Employees shall contribute: 5% of the employces® eamable compensation;

C. COST-OF-LIVING INCREASES FOR RETIREES. The Joint Venture shall: PROVIDE cost-of-living increases for its
retirees;

D. ELIGIBILITY OF PART-TIME EMPLOYEES. The Joint Venture shall: NOT allow its part-time cmployees to
participate in TCRS;

E.  PRIOR SERVICE. All service by employees of the Joint Venture that was rendered to the Joint Venture and established
in TCRS as of the effective date of (he Joint Venture's participation in TCRS, shall be recognized as service established
with the Joint Venture; and

WHEREAS, the liability for participation and costs of administration shall be the sole responsibility of the Joint Venture and
the public entities that are represented in the Joint Venture, and not the State of Tennessce; and

WHEREAS, the Joint Venture has passed a budget amendment appropriating the funds necessary to meet such liability and
the same is attached hereto; and

WHEREAS, the effective date of participation shall be on December [, 2016 or on such later datc as determined by the
TCRS Board of Trustces, and the initial employer contribution rate shall be 11.26%. Effective July 1, 2017, the employcr contribution
rate shall be 20.16%, which shali be subject 1o change based on subsequent annual actuarial valuations. The unfunded accrued
liability that remains at the effective date of participation, following the transfer of assets within TCRS to the Joint Venture's account

approved by the City of Maryville by separate resolution, is $1,327,251.

NOW, THEREFORE, BE IT RESOLVED That the Board of the Recreation and Parks Commission of Maryville, Alcoa, and
Blount County hereby authorizes all its employees in all its departinents or instrumentalitics to become eligible to participate in TCRS
in accordance with the above terms and conditions subject to the approval of the TCRS Board of Trustees. [t is acknowledged and
understood that pursuant to Tennessee Code Annotated, Section 8-35-111 the Joint Venture shall not make employer coniributions to
any other retirement or defecred compensation plans on behalf of any employee who participates in TCRS pursuant to this Resolution
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wherein the fotal combined employer contributions to such plans exceed 3% of the employee's salary, unless the Hybrid Plan is
adopted by the Joint Venture for such employee.

STATE OF TENNESSEE
COUNTY OF _Z/punt

I, /Dﬂ /Aa s /}79,1/‘;5' , clerk of the Board of the

Recreation and Parks Commission of Maryville, Al¢oa, and Blount County; Tennessee, do hereby certify that this is a true and exact

copy of thé foregoing Resolution that was approved and adopted in accordance with applicable law at a meeting held on the

A
/ Q ' day of_Q Ct _ég,_, 20/ b, the original of which is on file in this office.

IN WITNESS WHEREOF, ] hiive hercunto set my liaiid, dnd thie scal of the Recreation and Parks Commission of Maryville,
Alcoa, and Blownt County.

_anfé, ]4/ Qe

As Clerk of the Board, sis aforesaid

Scal
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RES 2016- 1 &

A RESOLUTION to authorize a joint venture's
participation in the Tennessce
Consolidated Retircment System
in accordance with Tennessee Code
Annotated Title 8, Chapters 34-37

WHEREAS, Tennessee Code Annotated, Scction 8-35-201 provides that any govemning body of a joint venture between one or more
political subdivisions of this Statc may by resolution authorize the employecs of the joint venture (o participate in the Tennessce
Consolidated Retirement Sysiem (“TCRS") subject to the approval of the TCRS Board of Trustees: provided that each political
subdivision of the State which is represcnted in the joint venture passes a resolution guaranteeing the payment of its prorated share of
any owtstanding liability so incurred by the participation; and

WHEREAS, the Board of the Recreation and Parks Commission of Maryville, Alcoa, and Blount County (“Joint Venture™)
has passcd a resolution authorizing its employees to become members of TCRS under the provisions of state law, and under the

following terms and conditions:
A, TYPE PLAN. The Joint Venture adopts the following type plan: Regular Defined Benefit Plan;
B. EMPLOYEE CONTRIBUTIONS. The Employees shall contribute; 5% of the employees” eamable compensation;

C COST-OF-LIVING INCREASES FOR RETIREES. The Joint Venture shall; PROVIDE cost-of-living increases for

ils retirces;

D. ELIGIBILITY OF PART-TIME EMPLOYEES. The Joint Venture shall: NOT allow it part-time employces to
participate in TCRS.

E. PRIOR SERVICE. All service by employees of the Joint Venture that was rendered to the Joint Venture and
established in TCRS as of the effective date of the Joim Venture's participation in TCRS, shall be recognized as
service established with the Joint Venture; and

WHEREAS, the effective date of participation shall be on December 1, 2016 or on such later date os determined by the
TCRS Board of Trustees, and the initial employer contribution rate shafl be 11.26%. Effective July 1, 2017, the emplayer contribution
rate shall be 20.16%, which shall be subject to change based on subsequent annual actuarial valuations. The unfunded scerued
liability that remains at the cffective date of participation, following the transfer of assets within TCRS to the Joint Venture's account
approved by the City of Maryville by separate resolution, is §1,327,251.

WHEREAS, the City of Maryville is represcnted in such Joint Venture and desires to allow all the employees of the Joint
Venture to panticipate in TCRS under the above terms and conditions, or under such other terms and conditions the governing body of
the Joint Veature may adopt pursuant to the laws governing TCRS; provided. however, this governing body nisst approve by
resolution any such action that would increase the liabilities of either the Joint Venture or the Political Subdivision; and
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WHEREAS, the tiability for participation and costs of administration shall be the sole responsibility of the Joint Venture and
all public entities responsible for the direct funding of the Joint Venture and not the State of Tennessee; and

\WWHEREAS, the Joint Venture has passed a budgel amendment appropriating the funds necessary to meet such liability and

the same is aftached hereto.

NOW, THEREFORE, BE IT RESOLVED That the Maryville City Council hereby authorizes all the employees of the Joint
Venwre ta become eligible to participate in TCRS in accordance with the above terms and conditions subject to the approval of the
TCRS Board of Trustees, and hereby puarantees the payment of its prorated share of any outstanding liability so incurred by the
above-referenced action of the Joint Venture. It is acknowledged and understood that pursuant to Tennessee Code Annotated, Section
8-35-111 neither she Joint Venture nor the Political Subdivision shall make employer contributions to any other retirement or deferred
compeasation plons on behalf of any employee who participates in TCRS pursuant to this Resolution wherein the total combined
employer contributions to such plans exceed 3% of the cmployce's salary, unless the Local Government Hybrid Plan or the Siate
Employce and Teacher Hybrid Plan is adopted by the Joint Venture for such cmplayee,

Adopted and approved this -‘#‘* dayof &bt . _.2016.

&/ 7

ATHST:

City Recorder _@ﬁééi; o
ABPROVED

City Attomey
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STATE OF TENNESSEE

countyor _ Blount
I, &:bﬂ.&u-{, /0 &@aﬁd_gv\, » City Recorder of the Maryville City Council of Maryville,
Tcnncssce do hereby certify that Ihls is a trkeiind exacl cop of the foregoing Resolution that was approved and adopted in
accordance with applicable law at a meeting held on the day of &b&-&— , 20 /4;, the original of which is

on file in this office.

IN WITNESS WHEREOF, | have hereunto sct my hand, and the seal of lhe City of Maryville,

Cnly Rccordcr é
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RESOLUTION NO. __R16-304

A RESOLUTION TO AUTHORIZE A JOINT VENTURE’S PARTICIPATION IN THE TENNESSEE
CONSOLIDATED RETIREMENT SYSTEM IN ACCORDANCE WITH TENNESSEE CODE
ANNOTATED TITLE 8, CHAPTERS 34 - 37

WHEREAS, Tennessee Code Annotated, Section 8-35-201 provides that any governing hody of a joint
venture between one or more political subdivisions of this State may by resclution authorize the
employees of the joint venture to participate in the Tennessee Consolidated Retirement System
(“TCRS") subject to the approval of the TCRS Board of Trustees; provided that each political subdivision
of the State which is represented in the joint venture passes a resolution guaranteeing the payment of
its prorated share of any outstanding liability so incurred by the participation; and

WHEREAS, the Board of the Recreation and Parks Commission of Maryville, Alcoa, and Blount County
(“Joint Venture”) has passed a resolution authorizing its employees to become members of TCRS under
the provisions of state law, and under the following terms and conditions:

A. TYPE PLAN. The Joint Venture adopts the following type plan: Regular Defined Benefit Plan;

B. EMPLOYEE CONTRIBUTIONS. The Employees shall contribute: 5% of the employees' earnable
compensation;

C. COST-OF-LIVING INCREASES FOR RETIREES. The Joint Venture shall: PROVIDE cost-of-living
increases for its retirees;

D. ELIGIBILITY OF PART-TIME EMPLOYEES. The lJoint Venture shall: NOT allow its part-time
employees to participate in TCRS;

E. PRIOR SERVICE. All service by employees of the Joint Venture that was rendered to the Joint
Venture and established in TCRS as of the effective date of the laint Venture’s participation in
TCRS, shalf be recognized as service established with the Joint Venture; and

WHEREAS, the effective date of participation shall be on December 1, 2016 or on such later date as
determined by the TCRS Board of Trustees, and the initial employer contribution rate shall be 11.26%.
Effective July 1, 2017, the employer contribution rate shall be 20.16%, which shall be subject to ¢hange
based on subsequent annual actuariat valuations. The unfunded accrued liability that remains at the
effective date of participation, following the transfer of assets within TCRS to the Joint Venture’s
account approved by the City of Maryville by separate resolution, is $1,327,251.

WHEREAS, the City of Alcoa is represented in such Joint Venture and desires to allow all the employees

of the Joint Venture to participate in TCRS under the above terms and conditions, or under such other
terms and conditions the gaverning body of the Joint Ventura may adopt pursuant to the laws governing
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TCRS; provided, however, this governing baody must approve by resolution any such action that would
increase the liabilities of either the Joint Venture or the Political Subdivision; and

WHEREAS, the liability for participation and casts of administration shall be the sole responsibility of the
Joint Venture and all public entities responsible for the direct funding of the Joint Venture and not the

State of Tennessee; and

WHEREAS, the Joint Venture has passed a budget amendment appropriating the funds necessary to
meet such liability and the same is attached hereto.

NOW, THEREFORE, BE IT RESOLVED That the Alcoa Board of Commissioners hereby authorizes all the
employees of the Joint Venture to become eligible to participate in TCRS in accordance with the above
terms and conditions subject to the approval of the TCRS Board of Trustees, and hereby guarantees the
payment of twenty-six percent (26%) representing its prorated share of any outstanding liability so
incurred by the above-referenced action of the Joint Venture. It is acknowledged and understood that
pursuant to Tennessee Code Annotated, Section 8-35-111 neither the Joint Venture nor the Political
Subdivision shall make employer contributions to any other retirement or deferred compensation plans
on behalf of any employee who participates in TCRS pursuant to this Resolution wherein the total
combined employer contributions to such plans exceed 3% of the employae’s salary, unless the Local
Government Hybrid Plan or the State Employee and Teacher Hybrid Plan is adopted by the Joint Venture
for such employee.

Section 3. This resolution shall take effect immediately upon its adoption, the public welfare requiring it.

Adopted this 11" day of October, 2016,

ATKU{M ( éi/tzv"f

ec’érder

" iy

torney
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CERTIFICATION

STATE OF TENNESSEE }
)ss5
COUNTY OF BLOUNT )

LSUSAN GEN N O E, do hereby certify that | am the Recorder of the City of Alcoa and
that the attached document is a true, correct and exact copy of Resolution number R16-

304, adopted by the Alcoa Board of Commissioners on October 11, 2016.

WITNESS my hand and the seal of said City on this the 12" day of October, 2016.

\’7? W

Sm‘;n Gennoe
City Recorder LT
N :;2?:!‘-7"..;’2”9
SR REs R A
SE STATE R
5 OF %
=% TENNESSE: {432
':; oy NOTARY S
%Gé PUHL'C ;g‘\s‘

£,

Subscribed and sworn to before me 7,
this the 12" day of October, 2016.

(TSN

Notary Public

My Commission Expires: July 24, 2017
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Blount County, Tennessee
Grant (Contract) Waorksheat
(scoptad Feoruary 31, 2013)
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22aroved, B Budg N vamndmert 10f makh Wil need 1o B e inchodeg

¥ o M,
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1l Deseriotion ke Use of Grant Funds: ArETive Sueies drd Makeria

(Equipment, Gear, Pencnnal sic)
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WDl §on dending? —— o 12 0d18
Waornghed| reviewed by - .
Grack Accountant snd/or Faance Director _ﬁ,}-_\_%.i.n. Blaits
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Grant CFOAR (Calwag of Fuderst Dvarmmaic Ag 4 isdanca ) e

Daty of Grant Awarg 5 ~

Granl Pesiod: {such as; Oct 1 - Sept 30) — N
Exgiraton Dam ol Gram. ss aeiabished Oy the Graning

Agency e I Py s P i e

Antopatlad Ciaging Dale 0 Grant Preet

How wil wa rocaivd Ine Grant Funds? (direct daponit
chaci, other)

How ohon wmi dve Granl Fundi be serd? [manthy,
Quarierly, one paymant, othor)

"*** Alisch Budgel Amendimani(s} to this form when granl sppeaved =

INRE: ARESOLUTION TO AUTHORIZE A JOINT VENTURE'S PARTICIPATION IN THE TENNESSEE
CONSOLIDATED RETIREMENT SYSTEM IN ACCORDANCE WITH TENNESSEE CODE ANNOTATED

TITLE 8, CHAPTERS 34-37

(16-10-004}

Commissioner Bennett made a motion to adopt the resolution. Commissioner Caylor secanded
the motion.

An ¢lectronic vote was taken.
Akard-Yes Caskey-Yes Mike Lewls-Yes
Allen-Yes Caylor-Yes Mellon-Yes
Archer-Yes Cole-Yes Miller-No
Bennett-Yes Crowe-Yes Monroe-No
Bowaers-Absent Daly-Yes Moon-Yes
Carter-Yas Farmer-Yes Samples-Yes
Carver-Yes French-Yes Stinnett-Yes

There were 18 voting yes, 2 voting no, 0 abstain, and 1 absent.
Chalrman Moon declared the motion to have passed and the resolution adopted.
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Resofution No. 16-10-004

Sp d by: C Is3] s Mike Lawls and Jerome Maon

A RESOLUTION TO AUTHORIZE A JOINT VENTURE'S PARTICIPATION IN THE
TENNESSEE CONSOLIDATED RETIREMENT SYSTEM IN ACCORDANCE WITH
TENNESSEE CODE ANNOTATED TITLE 8, CEAPTERS 34-37.

WHEREAS, Teanesser Code Annotated, Scction 8- 35:201 peovides that any poveming hody of 4 jomt veature betwren one
of uxre palitical subebnasicos of this State way by rsoluten sutbonas the ciplaywes of the joul venture to participate i the
Teuyevser Consolidated Retwement Syvten (“ TCRS ) aubject 10 e gpproval of the TCRS Bowrd of Tristess; providad tha) each
polinical subdivasion of (e State whach 15 represemted (n the joint veatire pavies a reolition puarmienng the pavnent of its prorated
share of iy g Lability vo J by the p and

F '

WHEREAS. the Board of the Recieation and Parks Commmynon of Masyvlle, Alcoa, and Blount County ("Jowo! Venhre™)
tas pisund a resolubion arbonzing it arplovecs W become members of TCRS wnder tie provisions of wate few, and umder the
follmwins Ly

A TYPE PLAN. The Join! Venture adopty tbe followisg type plan: Regular Defined Benefit Plan;
B EMPLOYFE CONTRIDUTIONS  The Ermployees shall contnbuga’ $3; of the arployess” eamable compensanion.

C COST-OF LIVING INCREASES FOR RETIREES  The Toint Venture shali PROVIDE cek1-ofliving merrases for
Ms returees,

D. ELIGIBILITY OF PART-TIME EMPLOYEES The Joiat Venfure shall NOT allow sts past-tumz emplayees lo
pauapale w TCRS:

E PRIOR SERVICE. All service by employees of the Jount Venture that was teadered 10 the Joint Venthre and
estzblisbied in TCRS a3 of the effective date of e Jourt Venture's pasticipation i TCRS, shall be recogruzed as
service evtabilished with the Joint Venture, aod

WHEREAS. lhe effective dafe of participation shall be on Octater |, 2016 or on such Later date a5 deiesmnined by the TCRS
Board of Tructees, and the sutl employer contribution rate hall be 11 264 Effectve hiy 1 2017, the employer contnbution rate
<hall be 20.16%, whuch shsll be wbject fo change hased cn subsequeol xunual sctuarial valustions The mfuodad scctiied lisbility
(b3t rexziains at Ure effechive date of participation, fllowmg the transfer of 1tats wathm TCRS to the Jottt Venture™s seeount
approved by the City of Manylle by sepamte resolution, 15 $1.327.151

WHEREAS, Blount County i% repeesenied 1n stich Joiol Veature and desures 10 allow alf Use esrployres of the Joint Venture
to participate 10 TCRS under the above tenus and ccoditions, or voder yuch other Larms and condilicas the povernig bady of the Jani
Veature mmry adopt purwasat 1o e laws goveming TCRS: provided, homever, this poverning body musi approve by resnlutioa any
such acton hat would uxcrease the liatalies of either the Jout Venture of ibe Political Subdivesson: ad
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WI{EREAS. Use habilily for particspation and corts of adeni 0o shal) be e sole re<poutlahity of the Joint Venhmre and
all public enfitiea resposmbile for the duect Aundmp of the Joind Ventuce 2nd not the Sute of Tengessee: and

‘WHEREAS. the Join! Venhuy hav passed 2 bodget anstidnisut sppropnatiog the funds necescary to meel such Liability and
thie \ame is o2ached beveio,

NOW. THERFFORE, AE IT RESOL VLD dnt the Bloust County Bownd of Comamssansn beredy awhorizes all the
emplayees of de Joint Venturr 1o become elipible Lo paticipate in TCRS m dance wilh the sbo.e terms and cooditions subject
1o the approval af ibe TCAS Board of Trustees. and hereby gumantees the payiocal of i1\ Ight percent (33w, representing it
protated shere of any dung babibiry so d by the sbove-refe d acticn 6 the Jount Venture, Tt is acknow]sdged sl
nadersinad that pursuapt 1 Teromsee Code Andotated, Section 8-35-111 neither the Join! Ventre por the Political Subdivision aball
suke employey coumnbihions to any other reasrment or defered compensation plans on behalf of any emplayve who parbeipates m
TCRS prrvwani (o this Resolution niwreia dhe tolal combioed employe emitribannas bo such plans exceed 3% of the enployes's
salary. taless e Locat Government Hybrid Plag or (he State Engployce and Teacher Hydmid Plan it sdopted Ly the Jounl Venhiwe for
sh cwployee.

Duly suthorizad and approvad this 201h day of Octobar, 2015,

CERTIFICATION OF ACTION ATTEST

r [}

\LA A =
%M&c_ SV G OLULY S e 17 U
( ommislan Chslrman County Clark } il

Z (A{(\/ S5

County Mawr Date

Approved; g

Varoed:

STATE OF TENNESSEE, COUNTY OF BLOUNT

CLERK
ornfmncmmorsmcmm DO CEATFY

WIFF%GWGBAI’REGCPYOFTPE

[ESVE fﬁ‘;;;_a;_ﬂ.d
AS THE SANE APPEARS (F

OF RECORD W
VITRESS MY HAND AND OFFIOIAL SEAL INMARWI.LE.

ms 2™ ov_A bilgwdaen Jl
CLERK -/!'jc'\.nr Hr‘tﬂ?"f o/}
'} "/f(fq' rfr‘g)

W

Y
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MEMO

TO: Budget Committes

FROM: Randy Vineyard, Finance Diractor

DATE: Saptember 29, 2018

Re: Parks & Recreation (Joint Venture of Blount County, Alcos and Maryville)

A tesolution is proposed for your consideration and that of the County Commission regsrding the
employees of the Parks & Recreation Commission.

Cutrently, these employees are panticipanis of the Tennesser Consolidated Retirement Systém (TCRS) as
an employee subset of the Clty of Maryville. Under state law, TCRS Is eequiring that those amployees of
our Joint Ventuce be participants a3 their own emiph group and actuarially stand on thelr own assets
and Nabilties. This action k belng prompted by TCRS.

TCRS has suggested a resolution to esch legislative body of the Joint Veniure for adoption befare
finalizing this matter, There are no changes in plan design or benefits from what those employees
cufrently have avallable to them. Curvently the Jaint Venture Is funded at 38% County, Maryville 36%,
and Alcoa 76% and there are no changes (n that funding participation.

Each governing leglslative body wilt be seeking approval of the ssme resolution attered only by the
funding participation levels,

This is a housekeeping matter required by the TCRS.

I you have any questions, please contect me.

INRE: ARESOLUTION TO AMEND THE ZONING MAP OF BLOUNT COUNTY TENNESSEE, FROM R-
1{RURAL DISTRICT-1) TO RACZ-(RURAL ARTERIAL COMMERCIAL DISTRICT 2) FOR THE
PROPERTY LOCATED AT 5823 CALDERWOQD HIGHWAY,

{16-10.002}

Commissioner Carver made a motion to adept the resolution. Commissioner Archer seconded
the mation.

An electronic vote was taken,

Akard-No Caskey-Yes Mike Lewls-Yes
Allen-Yves Caylor-Yes Melton-Yes
Archer-Yes Cole-Yes Miller-Yes
Bennett-Yes Crowe-Yes Monroe-Yes
Bowers-Absent Daly-Yes Moon-Yes
Carter-Yes Farmer-Yes Samples-Yes
Carver-Yes French-Yes Stinnett-Yes

There were 19 vating yes, 1 voting no, 0 abstain, and 1 absent.
Chairman Maon declared the motion to have passed and the resglution adopted.

STATE OF TEMIESSEE, COUNTY OF BLOUNT
I__SCANE Heisi CLERK
OF THE COUNTY GOURT OF SAD GOUNTY, DO CERTEY
THAT THE FOREGORG & A TRLE CCFY 0F The &

UTES (F BLraA 7 (e oy oppissied
AS THE SANE APPEARS OF RECORD N MY OFFCE
WITHESS MY HAMD AN OFFICAL SEAL N MARYVLLE.

™S R‘é’ DAY h“-r’*v'ﬁf\zﬂzu/(}

LB #Ekd!!ﬂ‘: ﬂ:gr»l u!"'t,!/

D& A A c
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STATE OF TENNESSEE

DAVID H. LILLARD, JR. TREASURY DEPARTMENT 615.741.2956
STATE TREASURER David.Lillard@tn.gov

STATE CAPITOL
NASHVILLE, TENNESSEE 37243-0225

MEMORANDUM
TO: Council on Pensions and Insurance
FROM: David H. Lillard, Jr., State Treasurer and as

Chairman of the Board of Trustees for the
Tennessee Consolidated Retirement System

DATE: October 4, 2016

SUBJECT: Proposed Tennessee Consolidated Retirement System’s Investment
Policy Revised and Restated

Department of Treasury Staff presents, for the Council’s consideration, the Tennessee
Consolidated Retirement System’s Investment Policy Revised and Restated (“proposed Policy”)
that, if approved by the Council on Pensions and Insurance (“Council”) and adopted by the
Board of Trustees, would supersede the current Investment Policy.

In short, the proposed Policy was drafted to align with 2016 statutory changes to Tennessee Code
Annotated, Section 8-37-104 and to adopt a revised asset allocation strategy as recommended by
Department of Treasury Investment Staff and supported by the Tennessee Consolidated
Retirement System’s general investment consultant, Verus Advisory (fka SIS or Strategic
Investment Solutions).

More specifically, the proposed Policy:

e Limits the asset allocation range for private equity, including strategic lending, to not
more than twenty percent (20%) and real estate to not more than twenty percent (20%);

o Establishes interim target allocations to private equity (from 3% to 7%), strategic lending
(from 5% to 7%) and real estate (from 7% to 10%);

e Creates interim and strategic asset allocation targets for each respective asset classes or
sub-asset classes;

e Directs performance reporting to be outlined through procedures approved by the State
Treasurer; and

e Transfers process and risk controls for private equity, strategic lending and real estate
investments to applicable Investment Guidelines, which are required to be approved by
the State Treasurer.

Department of Treasury Staff asks that the Council consider approving, subject to any non-
material corrections, the proposed Tennessee Consolidated Retirement System’s Investment
Policy Revised and Restated. If so approved, the proposed Tennessee Consolidated Retirement
System’s Investment Policy Revised and Restated will be presented to the Board of Trustees for
the Tennessee Consolidated Retirement System at its next meeting.
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I. Definitions

The following definitions are used hereafter with respect to this Investment Policy:

Board — The Board of Trustees of the TCRS.

Buyout — Generally a type of traditional private equity investment that invests in the purchase of

all or part of the stock or assets of a privately or publicly owned company through the use of debt
and equity.

ed, highly liquid and readily
me of purchase) of ninety days
paper and discount notes. Debt
ates federal government or any

Cash Equivalents — Debt investments representing highly
marketable securities with a remaining term to maturity (at.tk
or less (< 90 days), including, but not limited to, comu
securities issued by the United States, any agency of t
entity with the express or implied backing of the Uni -
of three hundred ninety-seven days or less " Iso be considered Cash
Equivalents for purposes of this Investment Pg .

Chief Investment Officer (“CI0”) — The Depa ] yeguesponsible for the
investment and oversight of the T "‘ assets in @ 'y guidelines and the
investment policies and strategies

Commingled Investment — A pooledhi
Investment Manager. The ollowmg ty b vehicles used for real estate
investments may inc E end funds; private limited
partnerships; priva ublic Real Estate Investment
Trusts (“REITs”); a may also pa icipate in secondary offerings or
i condary market.

Core In eans a Traditional Property Type that is
well-l t the time of acquisition, at a rate of eighty
percent ' as deﬁned by the general real estate industry, may also
be conside

Derivative Inst igreement, option or instrument, or any series or combinations
of an agreement, opl ent: (i) to make or take delivery of, or assume or relinquish, a

thereof; or (ii) that has arf erformance, value or cash flow based primarily upon the actual
or expected price, yield, level, performance, value or cash flow of one (1) or more underlying
interests. Derivative Instruments include, but are not limited to, options, warrants (not attached to
another investment), caps, floors, collars, swaps, security-based swaps, security-based swap
agreements, mixed swaps, swaptions, forwards, futures and any other agreements, options or
instruments substantially similar thereto, or any series or combinations thereof. Derivative
Instruments do not include Collateralized Mortgage Obligations (“CMOs”), Treasury Inflation-
Protected Securities (“TIPS™), other asset-backed securities, principal-protected structured
securities or floating rate securities.

Direct Investment — A direct ownership or co-ownership in Core Investments or Non-Core
Investments (real estate).

Tennessee Consolidate Retirement System
Investment Policy, Revised and Restated (Rev. 09/2016) Page 3 of 23
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Direct Lending — The transfer of funds from the ultimate lender to the ultimate borrower, most
often through a third (administrative) party.

Distressed — Generally a type of traditional private equity investment that invests in the debt
obligations of under-performing companies in need of operating or financial restructuring and
that are typically involved in a turnaround, restructuring, deleveraging or bankruptcy situation.

Distressed Debt — A debt instrument issued by a company that is typically involved in a
turnaround, restructuring, deleveraging or bankruptcy situation.

Emerging Market Debt — A debt instrument issued by nations or companies that are in the
process of rapid growth and industrialization. Emerging M Debt is subject to the same

s (“IPOs”), bonds or any
licly traded Real Estate

to, publicly traded common and preferred stock
security convertible to stock, equity-focused 1

on-discretionary basis to the TCRS.
tered, or exempt from registration,

who/that typically provides asset m
Such External Investment Adviser
under the applicable state and federal

ed and contractually bound,
who/that typically n of the TCRS’s assets. Such
External Investment ¥ian , ,'or exempt from registration, under
the applicable state and'fe i and regulations.

External Investment

ing an instrument under which the issuer
ited to, notes, bonds or other fixed income
S”), Asset-Backed Securities (“ABS”),

E£°'CMO”), Commercial Mortgage Backed Securities
(“CMBS”), Medi ' ‘ . municipal securities, corporate securities, bond-

 or individual, duly selected and contractually bound, with
ding advice on and/or consulting services related to the Total
er expertise and analysis of the issues and/or assets under

General Consultan
substantial experience
Assets based upon its/h
consideration.

Growth Equity — Generally a type of traditional private equity investment that invests in an
established company for the purpose of growing its business.

Hedging Transaction — A derivative transaction that is entered into and maintained to manage:
(i) the risk of a change in the value, yield, price, cash flow or quantity of assets or liabilities, or a
portfolio of assets and/or liabilities; or (ii) the currency exchange rate risk related to assets or
liabilities, or a portfolio of assets and/or liabilities.
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High Yield Bonds — A debt instrument with a credit rating below Investment Grade.

Income Generation Transaction — A derivative transaction, excluding Hedging Transactions
and Replication Transactions, which is entered into to generate income.

Internal Legal Counsel — The Assistant Treasurer for Legal, Compliance and Audit or his/her
authorized designee(s) who represent the Department of Treasury.

Investment Advisory Council (“IAC”) — A council consisting of at least five (5) persons, duly
qualified and selected, which will review information furnished to it and provide such investment
advice to the State Treasurer and Chief Investment Officer as the Investment Advisory Council
deems appropriate. '

Investment Committee — A committee of the Boar sed of Board members that will

Investment Companies — An entity, primaril 1ged i 5, of investing, that issues
publicly listed securities. Investment Compa ted to publicly listed
unit investment trusts (“UITs”), exchange-traded fi
close-ended mutual funds.

Investment Grade — Rating desct i 2bb, securities. For purposes of this
Investment Policy, Investment Grade' : es must be within the four (4)
highest tiers (e.g., AAA, AA, A, or BBB) urities must be within the three
(3) highest tiers (e.g., _ | h
determining the tiers ities issui aStates, any agency of the United
States federal govern enti '
shall be considered a

that provide operational framework for

nt strategies and activities. Investment
ff and must be recommended by the Chief
ate Treasurer before becoming effective.

Legal Advisor — The
represent the Board in all n

General and Reporter or his/her authorized designee(s) who

Levered and Unlevered Loans — A debt instrument from companies with below Investment
Grade credit ratings. Leveraged loans are typically secured with a lien on the company's assets
and are generally senior to the company's other debt.

Market Value — Sometimes referred to as aggregate book value or book value, Market Value are
determined in accordance with applicable financial reporting requirements. For additional
guidance, refer to the TCRS’s Comprehensive Annual Financial Report.
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Master Custodian — A bank, savings and loan association or trust company, duly selected and
contractually bound, that, at a minimum, holds the assets of and processes securities transactions
for the State of Tennessee, Department of Treasury on behalf of the TCRS.

Mezzanine Debt — Placed between debt and equity in a company's capital structure, mezzanine
debt is typically a subordinated debt instrument for late-stage venture and mature companies and
offers income through a current coupon and equity participation through a warrant.

Non-Core Investments — Broadly defined as all other real estate assets that are not Core
Investments. Non-Core Investments include “value-added,” “opportunistic,” “build to core” or
“lease to core” investments, as defined by the general real estate industry.

clected and contractually bound,
{ Treasury for or on behalf of the

Outside Legal Counsel — Attorney(s) or law firm(s),
who/that provide legal advice to the TCRS or the Depai
TCRS. %

Other Opportunities — Generally a type of prifateequity i nt that is designed to capture
innovative investment opportunities created'h “do not fit an existing
category. - -

Real Estate Debt — A debt instrut
property. ' :

investments include
authorized transacti
transactions.

| party who/that performs investment-related services for or on
¢ but not limited to, the General Consultant, External Investment
{ Managers, Outside Legal Counsel, investment consultants, data
curities litigation monitors, etc.

Advisers, External Inv
providers, data aggregator

Short-Term Security(ies) — Debt investments representing highly rated, highly liquid and
readily marketable securities with a remaining term to maturity (at the time of purchase) of three
hundred sixty days or less (< 360 days), including, but not limited to, commercial paper, discount
notes and short-term United States agency debt.

Structured Credit — Products comprised of tranches of portfolios of credit instruments or
exposures, including credit derivatives, usually securitized by various financial assets.

T.C.A. - Tennessee Code Annotated.
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TCRS - Tennessee Consolidated Retirement System, which may also be referred to under state
law as “retirement system.”

Total Assets — The total plan assets or overall investment portfolio of the TCRS.

Traditional Property Type — Real estate that consists of only office, multifamily (apartment),
retail and/or industrial assets.

Venture Capital — Generally a type of traditional private equity investment that invests in the

financing of rapidly-growing companies that do not have access to public equity or debt
financing.

N
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I1. Overview and Authority

A. Introduction

The Tennessee Consolidated Retirement System was established by the General Assembly as of
July 1, 1972 for the purpose of providing retirement and other benefits for state employees,
teachers, higher education employees, local government employees and employees of other
entities authorized to participate.

B. Investment Authority

General administration and responsibility for the proper of the TCRS are vested with
the TCRS Board of Trustees (“Board™), including the a for investing and reinvesting the
assets of the TCRS. The State Treasurer, a constituti is the custodian of the funds of
the TCRS. The day-to-day administration and S are primarily delegated to

the State Treasurer.

Implementation of the TCRS Investment Po
the State Treasurer, who shall put such poli g this Investment

Chief Investment

C. Fiducia

aged solely in the interest of the TCRS’s
A. §35-14-107, the prudent investor rule
of care pursuant to T.C.A. §35-14-104.

All assets

S shall be invested subject to the criteria further
his Investment Policy, as may be amended from time to time.

The Investment Policy is binding on all persons and entities with authority over the TCRS’s
assets, including, but not limited to, the Board, Investment Staff, External Investment Managers,
External Investment Advisers, General Consultant, Service Providers, Master Custodian and any
other person who or entity that may have a fiduciary relationship with the TCRS.
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III. Objective

The purpose of this Investment Policy is to support the TCRS’s primary investment objective by:

e Outlining the distinct roles and responsibilities of the Board, Investment Staff and
Service Providers;

e Establishing formalized benchmarks to measure and evaluate the performance results of
the Total Assets;

e Setting forth the additional investment criteria, which the Board determines to be prudent

in consideration of the purposes, terms, distribution requirements and other circumstances

of the TCRS and in the best interest of the beneficiariesgh

nent Advisers, General Consultant,
Service Providers, Master Custodian and any | who or entity that may have a

fiduciary relationship with the TCRS; and

IV. Roles and Responsibilities

out this Investment Policy, Service
have a fiduciary relationship with
ed within federal and state laws,
tated by standard business or

In addition to the responsibilities d
Providers, as well as any other pers
the TCRS, may have additional duties
rules and regulations; executed contrac
industry practices.

A. Board

tablishes the additional investment criteria,
prudent in consideration of the purposes,

and ma agement functions that a prudent trustee of
properly delegate under the circumstances;

vestment performance of the Total Assets through reports
State Treasurer, Chief Investment Officer, Investment Staff

5) i Iy review the actions taken by delegates in order to monitor
performance and compliance with the terms of the delegation.

B. Investment Advisory Council

1) Review information furnished to the Investment Advisory Council; and
2) Provide such investment advice to the State Treasurer and Chief Investment
Officer as the Investment Advisory Council deems appropriate.
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C. Investment Committee

1) Evaluate the investment performance of the traditional private equity, strategic
lending and real estate portfolios, through reports supplied by the State
Treasurer, Chief Investment Officer, Investment Staff and Service Providers;

2) Approve private equity, strategic lending and real estate commitments or
transactions that equal or exceed seventy-five million dollars (> $75,000,000)
(for an acquisition or disposition of a Direct Investment the seventy-five
million dollar-threshold is based upon the equity investment net of any
leverage (debt) used or acquired by the TCRS); and

3) Review other information that may be furnished to the Investment Committee
and, as applicable, provide assistance to t ard, State Treasurer and Chief
Investment Officer. -

D. State Treasurer

1) Implement the Investment Pglie
2) Operate with a duty of un d loyalty, investing andinanaging the TCRS’s

assets solely in the interest of th&beneficiaties; :
3) Delegate investment and managen funeti ent trustee of
comparable skills sgate under the circums
Review and, as 4 use of Service Providers and the

4

5)

otal Assets through reports
¥, Investment Staff and Service

6)

dvice and counsel of the Legal Advisor,
tside Legal Counsel, as applicable, all
memoranda of understanding deemed
icient administration of the TCRS’s assets;
compliance with this Investment Policy and
ate laws, rules and regulations; and
are deemed essential to protect the assets of the TCRS with
tions being promptly reported to the Board.

b

1) Assume executive responsibility and authority, as delegated by the State
Treasurer, for the ongoing evaluation and management of the Total Assets,
ensuring compliance with the Investment Policy and such other Investment
Guidelines, policies, procedures, internal controls, laws, rules and regulations
that may apply;

2) Operate with a duty of undivided loyalty, investing and managing the TCRS’s
assets solely in the interest of the beneficiaries;

3) Undertake the necessary authority to effectively manage and supervise the
Investment Staff;
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4) Delegate investment and management functions to Investment Staff that a
prudent trustee of comparable skills would properly delegate under the
circumstances;

5) Review and, as applicable, recommend the use of Service Providers, General
Consultant, External Investment Managers and External Investment Advisers
and the employment of Investment Staff;

6) Report to and consult with the State Treasurer and/or his designee on
administrative, organizational and investment activities;

7) Collaborate, as applicable, with the Investment Committee, Investment
Advisory Council, Investment Staff and Service Providers on development
and implementation of appropriate mvestmet strategies, policies, procedures
and Investment Guidelines;

8) Prepare and submit reports, as requirg
and Fo

9) Notify the State Treasurer of situatie it the Board’s attention.

document investment activities;

F. Investment Staff

' as-needed basis;
_ cy and such other Investment
internal controls, laws, rules and regulations

ird-party perspective and oversight to applicable portfolios;

2) Assess CRS’s Investment Policy and applicable Investment Guidelines,
policies and procedures;

3) Assist with developing and implementing Investment Guidelines, policies,
procedures and investment strategies;

4) Prepare and submit relevant, reliable and timely research, performance reports
and objective advice as required or as needed by the Board, State Treasurer,
Chief Investment Officer or Investment Staff;

5) Source and evaluate prospective investments on an as-needed basis; and

6) Support the Investment Staff with respect to any matters related to applicable
portfolios.
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V. Governing Principles

The Board has adopted a set of governing principles for the oversight of the Total Assets. Those
principles are as follows:

A. Primary Investment Objective

The primary investment objective of the Total Assets is to establish a stable, diversified
investment portfolio that, in the long-term, will meet or exceed the assumed actuarial rate of
return, as adopted by the Board, in order to provide sufficient 11qu1d1ty to pay beneficiaries in a
timely manner. &

B. Authorized Asset Classes and Investment

The Board, in accordance with T.C.A. §8-37-101 et, seq. npowers the State Treasurer
and Investment Staff to invest and reinvest the E€ i following asset-classes and
investment activities, subject to all the terms, gonditi imitati estrictions imposed, as
applicable, by this Investment Policy and licies, procedures,
internal controls, laws, rules and regulations that’

e Equities;

* Fixed Income Securities " anadian and international currency;
e Short-Term Securities; L W N “Der

e Private equity; N = ities lending;

e Real estate; ! N ment Companies; and

e Cash and Cash note purchaser.

e (Canadian sed!

ivestment Staff and General Consultant, the

Board here ishes'the, foll ic asset allocation ranges:
: Limit
25% 50%
5% 25% 75%
0% 10%
Domestic Fixed Inco 20% 60%
Short-Term Securities 0% 10% 75%
Inflation Indexed Bonds 0% 15%
International Fixed Income Securities 0% 10%
Private Equity 0% 20% I 40%
Real Estate 0% 20%
Cash and Cash Equivalents 0% 10%

For purposes of the above table: domestic includes United States and Canada; emerging market
is a subset of international; and private equity includes traditional and strategic lending.
Additional statutory and Investment Policy limitations may apply.
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D. Asset Allocation Targets

Based on input from the Chief Investment Officer, Investment Staff and General Consultant, the
Board hereby establishes the following interim and strategic asset allocation targets:

Portfolio Prior Policy Interim Strategic
Target | Target | Target
Equity — United States 33% 31% 31%
Equity — Canadian 4% 2% 2%
Equity — International Developed Markets 13% 13% 12%
Equity — Emerging Markets 5% 4% 4%
Domestic Fixed Income/Short-Term Securities 25% 25% 20%
Inflation Indexed Bonds 4% 0% 0%
Private Equity — Traditional 3% 7% 10%
Private Equity — Strategic Lending 5% 7% 10%
Real Estate 7% h  10% 10%
Cash and Cash Equivalents 1% 1% 1%
The Board acknowledges that the interim targéfSiare intended to be in efféet for a three- to five-

year period in order to transition to the long-te

iithe interim targets
will become effective January 1, 2047 '

E. Benchmarks

Based on input from the
Board has determined,
portfolio will be cond e | ing ¢ himark indices:

Portfolio

- P / TSX 60 Index

.MSCI EAFE Investable Market Index
T (IMD)
MSCI Emerging Markets Index*
Citigroup Large Pension Fund Index
Citigroup TIPS Index
S&P 500 + 3%
Custom Index: 50% Barclay’s High
Yield 2% Issuer Capped Index + 50%
Credit Suisse Leveraged Loan Index
Real Estate NCREIF Property Index
Cash and Cash Equivalents 91-Day United States Treasury Bills
*The equity emerging markets benchmark index will be adjusted to exclude countries based on the screening
methodology, as further discussed below in Section VI.G.

The Total Assets’ and each component portfolio’s (investment) performance will be calculated in
accordance with the performance reporting procedures established by the Investment Staff and
approved by the State Treasurer.
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V1. Additional Investment Criteria

The Board, in accordance with T.C.A. §8-37-104, hereby imposes the following investment
terms, conditions, limitations and restrictions. The disqualification of an investment under one
(1) section of this Investment Policy does not prevent its qualification in whole or in part under
another section.

A. Equity

No Equity will be purchased with the purpose or with the effect of changing or influencing the
control of the issuer. Additionally, no more than four and ninegy-nine one hundredths percent (<
4.99%) of a voting class of a company’s equity securitie tered under Section 12 of the
Securities Exchange Act of 1934 (i.e., outstanding sk shall be, directly or indirectly,
acquired. 3

B. Fixed Income Securities and Short Securities
Only Fixed Income Securities and Short-Te iti rade by one of the
designated Nationally Recognized Statistical i ROs™) shall be
purchased. This rating restriction panies or debt
Restricted Securities. Additiona :

ity investments may include, but shall not be limited to,
enture Capital; Buyout; Distressed; Growth Equity;
ic lending investments may include, but shall not be
investments: High Yield Bonds; Levered and Unlevered
tressed Debt; Mezzanine Debt; Direct Lending; Structured

Resource; and' €
limited to, the fa
Loans; Emerging
Credit; Real Estate D

1. Disclosure P

Any TCRS employee or Board member who has a role in determining whether
the TCRS assets should be invested in a private equity investment and who is
directly solicited by any person or entity on a specific private equity investment
proposal must disclose such to the Investment Staff.

For purposes of this disclosure process, “directly solicited” means direct personal
contact by person(s) or entity(ies) intending to solicit funding for a specific
private equity fund or transaction. This direct contact will typically include a
discussion on a particular investment, the merits of that investment and detailed
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documentation supporting the investment. Casual meetings and telephone calls
of a general nature are not deemed to be a direct solicitation for purpose of this
disclosure process.

The names of any person(s) or entity(ies) disclosed to Investment Staff pursuant
to this disclosure process will be recorded by the Investment Staff and reported
to the audit committee of the Board on a quarterly basis.

2. Selection, Approval and Monitoring

The process for selecting and approving traditional private equity and strategic
lending investments will be outlined within Traditional Private Equity and
Strategic Lending Investment Guidelinesd a minimum, such Investment
Guidelines must detail the introduction, d ence, recommendation, approval,
legal review, closing, and monitoring -

The Board recognizes that vari andards should be used
in evaluating and selecting d strategic lending
investments and relies on In _ ctive investment
consultant to use reasonable judgm ctively investigating proposed

vestments. Prioto consideration
nding investment, an independent
External Investment Advisor,
investment consultant, etc.)
lies with the factors and
ent Policy and any applicable

of a traditional privat
third-party advisor se

¢ lending investment records shall be open to
h and pursuant to T.C.A. §8-37-104(a)(10)(B).

the State Treasurer and Investment Staff to create holding
t permitted by law, on behalf of the TCRS for the purpose of
ng title to and collecting income from traditional private equity or
g investments. The Board also authorizes the transfer of a
traditional private equity or strategic lending investment from direct ownership to
a title holding entity on behalf of the TCRS (or the converse) during the course of
a holding period of the traditional private equity or strategic lending investment, if
deemed prudent.
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D. Real Estate

Acquisitions of real estate may be made in Direct Investments or Commingled Investments
provided that:
e No Direct Investment may be located in the state of Tennessee; and
e No Direct Investment shall exceed one percent (< 1%) of the Market Value of the Total
Assets.

The process for selecting and approving real estate investments will be outlined within the Real
Estate Investment Guidelines. At a minimum, such Investment Guidelines must detail the
introduction, due diligence, recommendation, approval, lega review, closing and monitoring
processes. =

if to create entities, to the extent
iring, holding title to, and
he transfer of real estate
CRS (or the converse)

The Board authorizes the State Treasurer and Invest
permitted by law, on behalf of the TCRS for the
collecting income from real property. The B
property from direct ownership to a title hold
during the course of a holding period of the r

gntity on behalf o
state investment.

E. Cash and Cash Equivalents

Cash that cannot be invested imme

for operations, should be actively
managed through the use of cash and i

the best return available. Cash

agency of the United States federal government or any
cking of the United States; or

iness day” shall mean any day on which (i) the United States
r Custodlan and (iii) the State of Tennessee, Department of

For purposes of th
securities exchanges,

F. Canadian Securities

The TCRS may invest in publicly traded, Canadian securities that are otherwise of the same
kinds, classes and investment grades otherwise eligible for investment.
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G. International Securities

The TCRS may invest in publicly traded, international securities that are otherwise of the same
kinds, classes and investment grades otherwise eligible for investment.

The Board hereby authorizes up to twenty-five percent (< 25%) of the Total Assets may be
invested in international securities, up to ten percent (< 10%) of which may be invested in
emerging markets.

The Board hereby determines that the following international countries are permissible:
¢ International countries included in the Morgan Stanley, Capital International (“MSCI”)
EAFE Investable Market Index (“IMI”), as amendcd time to time (i.e., international
developed markets); and
¢ International countries included in the MS
amended from time to time (i.e., emerging m.

g Markets (“EM”) Index, as

gountries shall be futher subject to a screening

Suitability of investing in such emerging markef '-
al Consultant, recol nded by the Chief

methodology reviewed by the TCRS’s G

For purposes of the TCRS’s ati vestments, a o country
classification will be determined, at t isitiong sing the following criteria:

e Market in which the issuer condug - “Country Classification”);
® k] |

ansactions are permitted as necessary to facilitate the
ational securities transactions and to mitigate currency risk.
fide spot foreign exchange transactions,” as defined by the
d res Trading Commission (“CFTC”), Hedging Transactions,
Income Generation Tran or Replication Transactions involving currencies of Canada and
those international countries authorized pursuant to this Investment Policy. Cash and obligations
of the United States government or any of its agencies may be used to meet variation margin or
collateral requirements related to currency transactions.

The TCRS may e
United States Com

Hedging Transactions, Income Generation Transactions and Replication Transactions will be
executed only with registered swap dealers.
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I. Derivative Instruments

The TCRS may purchase or sell stock index futures. Stock index futures contracts shall
e Not be utilized for purposes of “speculative leveraging” as defined in T.C.A. §8-37-
104(a)(7);
e Be classified by and included in the asset allocation ranges of the domestic and
international equity portfolios;
e Be measured in their notional principal or notional equivalent amount; and
e Not exceed ten percent (< 10%) of the Market Value of the Total Assets.

Cash and obligations of the United States government or any ofiits agencies may be used to meet
variation margin or collateral requirements related to stock i utures.

Additionally, the TCRS may engage in Hedging Trans@etionsjincome Generation Transactions
or Replication Transactions involving Derivative | ' Ader the following conditions:

e Derivative Instruments will be measured 4 i i ipal or notional equivalent

amount;

e Derivative Instruments, excluding cu

twenty percent (< 20%) of the Market Valu

e (Cash and obligations of the

to meet variation margin or

Hedging Transactions, Income Gener Tre d Replication Transactions shall be
executed only with registered ' '

bills of the United States or other obligations guaranteed as to
principal and'inte ¢ United States government or any of its agencies;

: d as to principal and interest by the United States government or
United States spo d corporations or enterprises; and

e Cash.

Collateral will be marked-to-market, each business day, to ensure that on any business day the
market value, plus accrued but unpaid rebates and, in the case of debt securities, accrued but
unpaid interest, of the collateral held in respect to a securities lending transaction is not less than:
e 102% (> 102%) of the aggregate market value of the loaned securities for domestic
securities and international securities that are denominated in the same currency as the
collateral provided by the borrower;
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e 105% (> 105%) of the aggregate market value of the loaned securities for international
securities that are not denominated in the same currency as the collateral provided by the
borrower; or

e 100% (> 100%) for cash collateral.

Cash received as collateral may be invested by or on behalf of the TCRS in any investment
instrument in which the TCRS’s assets may be directly invested. Such cash may also be invested
in short-term investment funds, provided the portfolio of such funds contains only those
investment instruments in which the TCRS’s assets may be directly invested.

K. Standby Note Purchaser

urchaser for the Tennessee State
ard and the Tennessee Local

The TCRS may enter into contracts to serve as a standby
School Bond Authority, the Tennessee State Fung

e The TCRS receives an annual commls fair market value fee for
serving as the standby note purchas wed annually and, as
appropriate, adjusted; and .

e If called upon to purchase such notes, 1 ; ive a‘macket rate of return

exceeding the market rate for short-term in
L. Investment Companies A

nt Companies. Investment
ange of the underlying asset

Companies shall be clz
1 ion calculation, etc.).

class type (e.g. equi

¢ anaged in an effort to attain, within acceptable risk
limitations. [ mient objective. As such, the Chief Investment Officer
and Investment$ ' ility"to make tactical shifts in asset allocations as deemed
‘ led returns, so long as such changes are within the approved
asset allocation ran thin this Investment Policy.

Additionally, the Board izes that one or more component portfolio may experience a

e

period of transition due to, for example, an initial funding phase, rebalancing or strategy shift.
The Board acknowledges that during a transition period it may be necessary to analyze assets
based upon terminal value and not relative to a benchmark.

B. Percentage Limitations

In determining compliance with the percentage limitations stated within this Investment Policy,
the Total Assets will be valued at Market Value. Accordingly, an investment may be made on
any given day provided that such investment does not cause any applicable limitation prescribed
in this Investment Policy to be exceeded on such day.
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C. Designated Nationally Recognized Statistical Rating Organizations (“NRSROs”)

The credit ratings of any credit rating agency that is registered with the Securities and Exchange
Commission (“SEC”) as a NRSRO will be deemed sufficiently reliable for use to determine a
security’s investment grade and eligibility under this Investment Policy.

D. Trading, Brokerage and Research
Best execution, cost and benefits that serve the exclusive interest of the beneficiaries are the

overriding principles in determining the trading and brokerage counterparty to be used in any
transaction.

The State Treasurer and Investment Staff are hereby authiorized to transact with duly selected
hbrokerage counterparties shall be

subject to the quallﬁcatlons and processes establlsh by tment Staff and approved by

of 1934,
E. Service Providers
The State Treasurer, i tati hieth e Dfficer and Internal Legal

Counsel, is authorizéd i : ent  services, personal setvices,
professional servicc : \ . ;

qualifications established ¢ Investment Staff and approved by the State Treasurer.
F. Legal, Compliance and Audit

The State Treasurer, in consultation with Internal Legal Counsel and with the approval of the
Legal Advisor, has primary responsibility for the retention of Outside Legal Counsel. The State
Treasurer and Internal Legal Counsel shall consult, as needed and applicable, with the Legal
Advisor and/or Outside Legal Counsel. The State Treasurer, or his designee(s), has the authority
to negotiate and execute, with the advice and counsel of the Legal Advisor, Internal Legal
Counsel and/or Outside Legal Counsel, as applicable, all contracts, agreements, forms and
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memoranda of understanding deemed necessary or desirable for the efficient administration of
the TCRS’s assets.

The Chief Investment Officer and Investment Staff will collaborate with the Department of
Treasury compliance staff to ensure efficient and effective development and administration of a
compliance program that is reasonably designed to prevent, detect and, if necessary, remedy
violations of the laws, rules, regulations and policies applicable to the Department of Treasury
Investment Division’s investment and securities activities.

To aid in the safeguarding of the TCRS’s assets, the Department of Treasury internal audit staff
will periodically evaluate risk control areas as to their adeq . efficiency and effectiveness.
Additionally, the State Treasurer shall ensure that critica tment, accounting and legal,
compliance and audit functions are segregated within the Départment of Treasury.

The Board deems
ponents to the
limum, the State
Derivative Instruments, traditional
s lending. Additionally, the State
related to proxy voting, trade
the use of placement agents,

management and supervision, evaluation
conflicts of interest, andp@ffémmance rep

* shall also report quarterly to the Council on Pensions and
ts in emerging market countries.

The Chief Investment Officer shall provide a detailed, written review of the
investment activity at the quarterly Board meetings. Pursuant to the private equity
disclosure process (Section VI.C.1), the Investment Staff will report the required
information to the audit committee of the Board on a quarterly basis.

B. Periodically

The Chief Investment Officer shall provide a detailed, written report of the
investment activity, including, but not limited to, presenting all receipts,
disbursements and changes in the assets and liabilities, at all Investment Advisory
Council meetings.
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The State Treasurer, Chief Investment Officer, Investment Staff and Service
Providers, shall provide other reports as requested or as needed by the Board or State
Treasurer.

C. Annually
The Board shall publish an annual report. The Chief Investment Officer, Investment

Staff and, as needed, Service Providers shall assist in preparing the investment-related
portions of the annual report.

The State Treasurer shall prepare an annual rg
Council on Pensions and Insurance. Such
Consultant’s report and a summary of tk
emerging market countries. s

vof investment activity to the
rt will consist of the General
ng balances of investments in

The State Treasurer, in accordance 4 _ shall submit an annual
statement to the general asse i of hemerging investment
managers. >

iew the TCRS’s [nWestment Policy
and procedures and provide its

Chief Investment Officer for

At least annually, the Geh
and applicable Investm
recommendations to the’
consideration.

he\ State Treasurer to take, for and on behalf of the TCRS, all
actions necessary ith applicable federal and state securities laws, rules and
regulations. In imple ing , the State Treasurer may delegate certain responsibilities to
the Investment Staff, De t of Treasury staff or Service Providers.

In cases of uncertainty, the State Treasurer is authorized to provide written interpretive guidance
and approve in writing, from time to time, variances from the requirements contained within the
Investment Policy in furtherance of compliance or as deemed in the best interest of the TCRS’s
beneficiaries, consistent with both fiduciary standards and the scope of the Investment Policy.
Such interpretive guidance or variance shall be reported in writing to the Board at its next
meeting and to the Council of Pensions and Insurance within a reasonable time.
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X. Approval and Adoption

The Council on Pensions and Insurance hereby approved, as required, the applicable provisions
within this revised and restated Investment Policy of the Tennessee Consolidated Retirement
System at its meeting held on the day of ,2016.

RANDY McNALLY, COMMITTEE CHAIR
Ceuncil on Pensions and Insurance

The Board of Trustees of the Tennessee Consolidated Refir
adopted this revised and restated Investment Policy of the T
System at its meeting on the day of

N
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ement System hereby approved and
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, 2016.

. LILLARDJR,, CHAIRMAN
BOARD OF TRUSTEES
Ten ¢ Consolidated Retirement System
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I. Definitions
The following definitions are used hereafter with respect to this Investment Policy:
Board — The Board of Trustees of the TCRS.

BeelValuwe—seeAMarket Valne

that invests in the purchase of
ompany through the use of debt

Buyout — Generally a type of traditional private equity inv
all or part of the stock or assets of a privately or publicl
and equity. <

ighly liquid and readily
urchase) of ninety days

Cash Equivalents — Debt investments repr
marketable securities with a remaining term
or less (< 90 days), including, but not limited _
securities issued by the United States, any agency of ited | ' ernment or any
entity with the express or implied bagkin 8 Wi i m to maturity
of three hundred ninety-seven d e < 397 days) may also be considered Cash
Equivalents for purposes of this Inves D

Chief Investment Offic ' tyhemployee responsible for the
investment and oversight o 1 ith"Statutory guidelines and the
investment policies

Commingled lnvestme : vehicle that is overseen by an External
[nvestment; ollo 800 led investment vehicles used for real estate

en and closed end funds; private limited

partne 8¢ private and public Real Estate Investment
Trusts (“RELTs™ pt TCRS may also participate in secondary offerings or
purchase fund e in the secondary market.

Core Investments = A n industey term that generally means a Traditional Property Type that is
well-located, of instifuic ity and leased, at the time of acquisition, at a rate of eighty

plus,” as defined by the general real estate industry, may also
t for purposes of this Investment Policy.

percent or greater (>80%
be considered a Core Inves

Derivative Instruments — Any agreement, option or instrument, or any series or combinations
of an agreement, option or instrument: (i) to make or take delivery of, or assume or relinquish, a
specified amount of one (1) or more underlying interests, or to make a cash settlement in lieu
thereof; or (ii) that has a price, performance, value or cash flow based primarily upon the actual
or expected price, yield, level, performance, value or cash flow of one (1) or more underlying
interests. Derivative Instruments include, but are not limited to, options, warrants (not attached to
another investment), caps, floors, collars, swaps, security-based swaps, security-based swap
agreements, mixed swaps, swaptions, forwards, futures and any other agreements, options or
instruments substantially similar thereto, or any series or combinations thereof. Derivative
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Instruments do not include Collateralized Mortgage Obligations (“CMOs”), Treasury Inflation-
Protected Securities (“TIPS”), other asset-backed securities, principal-protected structured
securities or floating rate securities.

Direct Investment — A direct ownership or co-ownership in Core Investments or Non-Core
Investments (real estate).

Direct Lending — The transfer of funds from the ultimate lender to the ultimate borrower, most
often through a third (administrative) party.

Distressed — Generally a type of traditional private equity investment that invests in the debt
obligations of under-performing companies in need of opera or financial restructuring and
that are typically involved in a turnaround, restructuring, del ng or bankruptcy situation.

Distressed Debt — A debt instrument issued by a

that is typically involved in a
turnaround, restructuring, deleveraging or bankruptc

individual Of entity, duly selected and contractually bound,
Y “oyer a specified portion of the TCRS’s assets. Such
External Inv e ' propriately registered, or exempt from registration, under

Fixed Income Security(i Investments representing an instrument under which the issuer
owes the holder (deb dc but not limited to, notes, bonds or other fixed income
securities-exeeeding aturity, Mortgage-Backed Securities (“MBS”), Asset-
Backed Securities (“ABS”) Collateralized Mortgage Obligations (“CMO”), Commercial
Mortgage Backed Securities (“CMBS”), Medium Term Notes (“MTN”), municipal securities,
corporate securities, bond—Exehange—Fraded—Funds—~bend—EHEsS)-focused [nvestment
Companies and debt Restricted Securities.

General Consultant — An entity or individual, duly selected and contractually bound, with
substantial experience in providing advice on and/or consulting services related to the Total
Assets based upon its/histher expertise and analysis of the issues and/or assets under
consideration.
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Growth Equity — Generally a type of traditional private equity investment that invests in an
established company for the purpose of growing its business.

Hedging Transaction — A derivative transaction that is entered into and maintained to manage:
(i) the risk of a change in the value, yield, price, cash flow or quantity of assets or liabilities, or a
portfolio of assets and/or liabilities; or (ii) the currency exchange rate risk related to assets or
liabilities, or a portfolio of assets and/or liabilities.

High Yield Bonds — A debt instrument with a credit rating below Investment Grade.

Income Generation Transaction — A derivative transaction, excluding Hedging Transactions

and Replication Transactions, which is entered into to gener:

Internal Legal Counsel — The Assistant Treasurer foiy ompliance and Audit or his/her

Investment Advisory Council (“IAC”) — A t five (5) persons, duly
qualified and selected, which will review infi vide such investment
advice to the State Treasurer and Chief Invest as, t Advisory Council
deems appropriate. e e

Investment Committee — A com : ard ‘eomprised of Board members that will
assist the Board in fulfilling its respo ' 0 the investments of the TCRS.

Investment Companies@® itv. prim > bisiaess of investine, that issues
publicly listed secur, are not limited to publicly listed
unit investiment tru 7). open-ended mutual funds and
close-ended mutual f

{0, debt securities. For purposes of this
in debt securities must be within the four (4)
t-term debt securities must be within the three

determining ‘théxtiers. @eurities 1§8hed by the United States, any agency of the United
States federal ntity with the express or implied backing of the United States

Investment Guidelines: cies and procedures that provide operational framework for
implementing and monitefing various investment strategies and activities. Investment
Guidelines are often drafted by Investment Staff and must be recommended by the Chief
Investment Officer and approved by the State Treasurer before becoming effective.

Investment Staff — Each Department of Treasury, Investment Division employee involved in the
investment management of the Total Assets.

Legal Advisor — The Attorney General and Reporter or his/her authorized designee(s) who
represent the Board in all matters.
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Levered and Unlevered Loans — A debt instrument from companies with below Investment
Grade credit ratings. Leveraged loans are typically secured with a lien on the company's assets
and are generally senior to the company's other debt.

Market Value — Asgregate Book—Valve—BookValueandSometimes relerred (o as agerevate
book value or book value, Market Value are determined in accordance with applicable financial
reporting requirements. For additional guidance, refer to the TCRS’s Comprehensive Annual
Financial Report.

Master Custodian — A bank, savings and loan association or trust company, duly selected and
contractually bound, that, at a minimum, holds the assets of and processes securities transactions
for the State of Tennessee, Department of Treasury on behal TCRS.

's capital structure, mezzanine
re and mature companies and
gh a warrant.

Mezzanine Debt — Placed between debt and equity i
debt is typically a subordinated debt instrument for la
offers income through a current coupon and equityp

that are not Core
% “build to core” or

Non-Core Investments — Broadly defined '.
Investments. Non-Core Investments include

Outside Legal Counsel — Attorne _ ily selected and contractually bound,
who/that provide legal advice to the 3
TCRS.

Other Opportuniti pi ment that is designed to capture
innovative investment \ ' tplace that do not fit an existing
category.

folio in order to replicate the risks and returns of another
authorized transa or instrument and/or operate as a substitute for cash market
transactions.
Resource — Generally a typeof traditional private equity investment that invests in commodities

or natural resources.

Restricted Securities — Has the same meaning as set forth in Rule 144(a)(3) promulgated under
the Securities Act of 1933.

Service Providers — Any external party who/that performs investment-related services for or on
behalf of the TCRS, including, but not limited to, the General Consultant, External Investment
Adpvisers, External Investment Managers, Outside Legal Counsel, investment consultants, data
providers, data aggregators, securities litigation monitors, etc.
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Short-Term Security(ies) — Debt investments representing highly rated, highly liquid and
readily marketable securities with a remaining term to maturity (at the time of purchase) of three
hundred sixty days or less (< 360 days), including, but not limited to, commercial paper, discount
notes and short-term United States agency debt.

Structured Credit — Products comprised of tranches of portfolios of credit instruments or
exposures, including credit derivatives, usually securitized by various financial assets.

T.C.A. — Tennessee Code Annotated.

TCRS — Tennessee Consolidated Retirement System, which
law as “retirement system.”

ay also be referred to under state

Total Assets — The total plan assets or overall investmeit

Traditional Property Type — Real estate that cofisis thiee, multifamily (apartment),
retail and/or industrial assets. ' -

Venture Capital — Generally a type of traditionalypri Uity i mer that invests in the
financing of rapidly-growing companies that dofiet haye 2 5lie, equity or debt
financing. ' '
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II. Overview and Authority

A. Introduction

The Tennessee Consolidated Retirement System was established by the General Assembly as of
July 1, 1972 for the purpose of providing retirement and other benefits for state employees,
teachers, higher education employees, local government employees and employees of other
entities authorized to participate.

B. Investment Authority

of the TCRS are vested with
for investing and reinvesting the
is the custodian of the funds of

General administration and responsibility for the proper op
the TCRS Board of Trustees (“Board”), including the a
assets of the TCRS. The State Treasurer, a constituti
the TCRS. The day-to-day administration and ope 4
the State Treasurer.

Implementation of the TCRS Investment Policy
the State Treasurer, who shall put such policy
Policy, the State Treasurer hereby de

ed solely in the interest of the TCRS’s
A. §35-14-107, the prudent investor rule
of care pursuant to T.C.A. §35 14- 104

ithstanding the foregoing, and in accordance with
S shall be invested subject to the criteria further
s Investment Policy, as may be amended from time to time.

The Investment Policy is binding on all persons and entities with authority over the TCRS’s
assets, including, but not limited to, the Board, Investment Staff, External Investment Managers,
External Investment Advisers, General Consultant, Service Providers, Master Custodian and any
other person who or entity that may have a fiduciary relationship with the TCRS.

Tennessee Consolidate Retirement System
Investment Policy, Revised and Restated (Rev. 09/2016) Page 8 of 27

122




III. Objective
The purpose of this Investment Policy is to support the TCRS’s primary investment objective by:

e Outlining the distinct roles and responsibilities of the Board, Investment Staff and
Service Providers;

¢ Establishing formalized benchmarks to measure and evaluate the performance results of
the Total Assets;

* Setting forth the additional investment criteria, which the Board determines to be prudent
in consideration of the purposes, terms, distribution requirements and other circumstances
of the TCRS and in the best interest of the benefi iciarieggiy

e Communicating the Investment Policy, as approved by the Board, to the Investment
Staff, External Investment Managers, External | nt Advisers, General Consultant,
Service Providers, Master Custodian and any gfhg
fiduciary relationship with the TCRS; and &,

IV. Roles and Responsibilities |

In addition to the responsibilities degefibe rough i ntPolicy, Service
¢ have a fiduciary relationship with
ed within federal and state laws,
ctated by standard business or

the TCRS, may have additional duties
rules and regulations; executed contrac
industry practices.

ablishes the additional investment criteria,
prudent in consideration of the purposes,

and management functions that a prudent trustee of
properly delegate under the circumstances;

estment performance of the Total Assets through reports
State Treasurer, Chief Investment Officer, Investment Staff
oviders; and

eview the actions taken by delegates in order to monitor
performance and compliance with the terms of the delegation.

5)

B. Investment Advisory Council

1) Review information furnished to the Investment Advisory Council; and
2) Provide such investment advice to the State Treasurer and Chief Investment
Officer as the Investment Advisory Council deems appropriate.
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C. Investment Committee

1) Evaluate the investment performance of the traditional private equity, strategic
lending and real estate portfolios, through reports supplied by the State
Treasurer, Chief Investment Officer, Investment Staff and Service Providers;

2) Approve private equity, strategic lending and real estate commitments or
transactions that equal or exceed seventy-five million dollars (> $75,000,000)
(for an acquisition or disposition of a Direct Investment the seventv-five
million dollar-threshold is based upon the equity investment net of any
leverage (debt) used or acquired by the TCRS): and

3) Review other information that may be furnished to the Investment Committee
and, as applicable, provide assistance to ard, State Treasurer and Chief
Investment Officer.

D. State Treasurer

1) Implement the Investment Paliey, ;
2) Operate with a duty of un nanaging the TCRS’s

3) Delegate investment and man sements dent trustee of
comparable skil ' nder the circumstances;
Review and, as 4 use of Service Providers and the

4)

5)
6) _ Total Assets through reports
. Investment Staff and Service

for the efficient administration of the TCRS’s assets;

* compliance with this Investment Policy and
e laws, rules and regulations; and

are deemed essential to protect the assets of the TCRS with
actions being promptly reported to the Board.

1) Assume executive responsibility and authority, as delegated by the State
Treasurer, for the ongoing evaluation and management of the Total Assets,
ensuring compliance with the Investment Policy and such other Investment
Guidelines, policies, procedures, internal controls, laws, rules and regulations
that may apply;

2) Operate with a duty of undivided loyalty, investing and managing the TCRS’s
assets solely in the interest of the beneficiaries;

3) Undertake the necessary authority to effectively manage and supervise the
Investment Staff;
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4) Delegate investment and management functions to Investment Staff that a
prudent trustee of comparable skills would properly delegate under the
circumstances;

5) Review and, as applicable, recommend the use of Service Providers, General
Consultant, External Investment Managers and External Investment Advisers
and the employment of Investment Staff;

6) Report to and consult with the State Treasurer and/or his designee on
administrative, organizational and investment activities;

7) Collaborate, as applicable, with the Investment Committee, Investment
Advisory Council, Investment Staff and Service Providers on development
and implementation of appropriate investment strategies, policies, procedures
and Investment Guidelines;

8) Prepare and submit reports, as requnr '
and { C

9) Notify the State Treasurer of situations'tl it the Board’s attention.

document investment activities;

F. Investment Staff

1) Assume fiduciary responsibiitis, -' ted by the State

role in the ongoing A
2) Utilize special s effort to accompllsh the primary
nvestment Pollcy,

3)

4) o0t ived { on an as-needed basis;
5) nv Policy and such other Investment
8, internal controls, laws, rules and regulations

d-party perspective and oversight to applicable portfolios;

2) Assess CRS’s Investment Policy and applicable Investment Guidelines,
policies and procedures;

3) Assist with developing and implementing Investment Guidelines, policies,
procedures and investment strategies;

4) Prepare and submit relevant, reliable and timely research, performance reports
and objective advice as required or as needed by the Board, State Treasurer,
Chief Investment Officer or Investment Staff;

5) Source and evaluate prospective investments on an as-needed basis; and

6) Support the Investment Staff with respect to any matters related to applicable
portfolios.
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V. Governing Principles

The Board has adopted a set of governing principles for the oversight of the Total Assets. Those
principles are as follows:

A. Primary Investment Objective

The primary investment objective of the Total Assets is to establish a stable, diversified
investment portfolio that, in the long-term, will meet or exceed the assumed actuarial rate of
return, as adopted by the Board, in order to provide sufficient liquidity to pay beneficiaries in a
timely manner. PN

B. Authorized Asset Classes and Investment 2

The Board, in accordance with T.C.A. §8-37-101 powers the State Treasurer

and Investment Staff to invest and reinvest the TCRS thexfollowing asset-classes and

investment activities, subject to all the terms, estrictions imposed, as

applicable, by this Investment Policy and oth . hpolicies, procedures,

internal controls, laws, rules and regulations that 1
e Equities;

Fixed Income Securities Canadian and international currency;

Short-Term Securities; - ivative Instruments;

Private equity; S ties lending; and

Real estate; = A s Pre . / 2t Companies: and

Based o input fron ief der, Ivestment Staff and General Consultant, the
: sset allocation ranges:

Minimum Maximum Statutory

Limit
Domestic Equ 25% 50%
International Eq .. 5% 25% 75%
Emerging Marke 0% 10%
Domestic Fixed Inco curities 20% 60%
Short-Term Securities 0% 10% 759
Inflation Indexed Bonds 0% 15%

0%

International Fixed Income Securities

Private Equity 0% 20 Ail%’
Real Estate 0% 1020% 8
Cash and Cash Equivalents 0% 10% +094

For purposes of the above table: domestic includes United States and Canada; emerging market
is a subset of international; and private equity includes traditional and strategic lending.
Additional statutory and Investment Policy limitations may apply.
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D. Asset Allocation Targets

Based on input from the Chief Investment Officer. Investment Staff and General Consultant, the

Board hereby establishes the following interim and strategic asset allocation targets:

Portfolio Prior Policy Interim Strategic
Target | Target | Target |

Equity — United States 33% 31% 31%
Equity — Canadian 4% 2% 2%
Equity — International Developed Markets 13% 13% 12%
Equity — Emerging Markets 3% 4% 4%
Domestic Fixed Income/Short-Term Securities 25% 25% 20%
| Inflation Indexed Bonds 4% 0% 0%
Private Equity — Traditional 3% 7% 10%
Private Equity — Strategic Lending 3% 7% 10%
Real Estate 7% 10% 10%
Cash and Cash Equivalents 1% 1%

The Board acknowledges that the interim tarcétSare i

gt for a three- to five-

year period in order to transition to the long-ternts st

will become elfective January 1, 20

| B:E. _Benchmarks

Based on input from the

Bathe interim targets

discussed below in Section VI.G.
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Weight
33%
/ TSX 60 Index 4%
“MSCI EAFE Investable Market Index 2%
(IMI)
MSCI Emerging Markets Index* 584
Citigroup Large Pension Fund Index 25%
Citigroup TIPS Index 4%
e = 0%
Boad-hades
S&P 500 + 3% 3%
Custom Index: 50% Barclay’s High 5%
Yield 2% Issuer Capped Index + 50%
Credit Suisse Leveraged Loan Index
Real Estate NCREIF Property Index P
Cash and Cash Equivalents 91-Day United States Treasury Bills %
FOFAL 1006%

Fo—taeHitateproper—evatuation-ofthe—*The equity emerging markets egty—portfetio—the-benchmark

index teturns—will be adjusted to exclude countries based on the ceuntey—screening methodology. as further
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1he -developed Total Assets” and each component portfolio’s (investment) performance will be
calculated in_accordance with the performance reporting procedures established by the
Investment Staff and approved by the Chiet—tnvestment—Officer—and—State Treasurer.

il 5 o O -

O
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VI. Additional Investment Criteria

The Board, in accordance with T.C.A. §8-37-104 hel by 1mposes the following;

A. Equity

No Equity will be purchased with the p
control of the issuer. Additi
4.99%) of a voting cla$
Securities Exchangg 4 (i.e., out Jishall be, directly or indirectly,
acquired.

of changing or influencing the
¢ one hundredths percent (<

fiat apply to bond-E+Es-focused Investment Companies
ly, there is no requirement to divest of an asset if it is

Securities. Cash and obligations of the United States government or any of its agencies may be
used to meet variation margin or collateral requirements.

C. Private Equity

The private equity asset class is categorized into two component portfolios: traditional and
strategic lending. Traditional private equity investments may include. but shall not be limited to.
the following tvpes of investments: Venture Capital: Buvout: Distressed: Growth Equity:
Resource: and Other Opportunities. Strategic lending investments may include. but shall not be

limited to. the following types ol investments: High Yield Bonds: Levered and Unlevered
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Loans: Emerging Market Debt: Distressed Debt: Mezzanine Debt: Direct Lending: Structured

ot e e 1AL 1 Tl ORI TR TATLITEN TSR A LI NI

Credit: Real Estate Debt: and Other Opportunities.

1. Disclosure Process

Any TCRS employee or Board member who has a role in determining whether
the TCRS assets should be invested in a private equity investment and who is
directly solicited by any person or entity on a specific private equity investment
proposal must disclose such to the Investment Staff.

For purposes of this disclosure process, “directly solicited” means direct personal
contact by person(s) or entity(ies) intending 10" solicit funding for a specific
private equity fund or transaction. This contact will typically include a
discussion on a particular investment, thié mefits of that investment and detailed
documentation supporting the investment. Casual meetings and telephone calls
of a general nature are not deemed # be a direct's@licitation for purpose of this
disclosure process. S b

The names of any person(s) o sntity(ies) dis; westment Staff pursuant
to this disclosure process will be re¢@rded by tk aff and reported
to the audit committ€€of the Board on'a qui

- Selection, Approval and Monitoring

eess for Selecting and“@pproving traditional private equity and strategic
estmentSiWill be outlined within the Traditional Private Equity and
) ment Guidelines. At a minimum, such Investment
detail thetntroduction, due diligence, recommendation, approval,
¢losing. and monitoring processes.
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The Board recognizes that ethervarious factors and_differing standards should be
used in evaluating and selecting traditional private equity and strategic lending
investments and relies on Investment Staff and the respective investment
consultant to use reasonable judgment in proactively investigating proposed
traditional private equity and strategic lending investments. Prior to consideration
of a traditional private equity or strategic lending investment, an independent
third-party advisor selected by the TCRS (i.e., External Investment Advisor,
External Investment Manager, General Consul ant, investment consultant, etc.)
must determine that the proposed investmenif omplies with the factors and
standards as established within this In gstment Policy and any applicable
Investment Guidelines.

[ 4:3.0pen Records Exception
Traditional private equity or straf ing i it récords shall be open to
public inspection in accordange AN

| 104(2)(10)(EB).

| 5.4.Holding Entities

The Board authorlzes theState TreBuce Tavestment Staff to create holding

0 authorizes the transfer of a
¢ lending investment from direct ownership to
{I'CRS (or the converse) during the course of
Vate equity or strategic lending investment, if
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o Operational—NMatters — Fhe stratesic tendine portfolo il mitoaste

D. Real Estate

Acquisitions of real estate may be made in Direct Investments or Commingled Investments
provided that:
e No Direct Investment may be located in the state of Tennessee; and
e No Direct Investment shall exceed one-half-of-one percent (< 8:51%) of the Market
Value of the Total Assets.

The process for selecting and approving real estatedi its Wi d within the Real
Estate Investment Guidelines. At a mlmmum : i must detail the
introduction, due diligence, recomnigndasio I review-and. closing and monitoring
processes. " '

create entities, to the extent
: tiring, holding title to, and
Horizes the transfer of real estate

The Board authorizes the
permitted by law, on
collecting income f
property from direct
during the course of a

Cash tha S ly, or that is needed for operations, should be actively
managed ' Ci h Equivalents to obtain the best return available. Cash
may also be n=end mutual funds under the contractual arrangement
with the Master € ted in the State Pooled Investment Fund

within the highest tier (e.g., A-1) by at least two (> 2) of the
ifiers (+, -) should not be considered when determining the tiers.

Cash Equivalents m
designated NRSROs; r

The TCRS shall invest not more than one hundred million dollars (< $100,000,000) in Cash
Equivalents issued by any one issuer, excluding Cash Equivalents
e Issued by the United States, any agency of the United States federal government or any
entity with the express or implied backing of the United States; or
e That matures on the next business day.

For purposes of this section, “business day” shall mean any day on which (i) the United States
securities exchanges, (ii) the Master Custodian and (iii) the State of Tennessee, Department of
Treasury are open for regular business activity.
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F. Canadian Securities

The TCRS may invest in publicly traded, Canadian securities that are otherwise of the same
kinds, classes and investment grades otherwise eligible for investment.

&
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G. International Securities

The TCRS may invest in publicly traded, international securities that are otherwise of the same
kinds, classes and investment grades otherwise eligible for investment.

The Board hereby authorizes up to twenty-five percent (< 25%) of the Total Assets may be
invested in international securities, up to ten percent (< 10%) of which may be invested in
emerging markets.

The Board hereby determines that the following international countries are permissible:

e International countries included in the Morgan Stanl apital International (“MSCI”)
EAFE Investable Market Index (“IMI”), as amended time to time (i.e., international
developed markets); and

e International countries included in the MS
amended from time to time (i.e., emerging mar

g Markets (“EM”) Index, as

r subject to a screening
nded by the Chief

ntries shall be
ieral Consultant, rec

Suitability of investing in such emerging ma
methodology reviewed by the TCRS’s

For purposes of the TCRS’s ati investments, a srity’s country
isi ng the following criteria:

e Market in which the issuer condii ri “Country Classification™);
[ ]

* Country in wj / ed | try of Incorporation™:"); and
Investment's e »

ansactions are permitted as necessary to facilitate the
ational securities transactions and to mitigate currency risk.
fide spot foreign exchange transactions,” as defined by the
res Trading Commission (“CFTC”), Hedging Transactions,
Income Generation Tran or Replication Transactions involving currencies of Canada and
those international countries authorized pursuant to this Investment Policy. Cash and obligations
of the United States government or any of its agencies may be used to meet variation margin or
collateral requirements related to currency transactions.

Hedging Transactions, Income Generation Transactions and Replication Transactions will be
executed only with registered swap dealers.
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I. Derivative Instruments

The TCRS may purchase or sell stock index futures. Stock index futures contracts shall
e Not be utilized for purposes of “speculative leveraging” as defined in T.C.A. §8-37-
104(a)(7);
e Be classified by and included in the asset allocation ranges of the domestic and
international equity portfolios;
e Be measured in their notional principal or notional equivalent amount; and
Not exceed ten percent (< 10%) of the Market Value of the Total Assets.

Cash and obligations of the United States government or any ofsits agencies may be used to meet
variation margin or collateral requirements related to stock index futures.

Additionally, the TCRS may engage in Hedging Trans&etions;ilncome Generation Transactions
or Replication Transactions involving Derivative | the following conditions:

e Derivative Instruments will be measured. ipal or notional equivalent

amount;

e Derivative Instruments, excluding cu

twenty percent (< 20%) of the Market Va

e Cash and obligations of the Uni

to meet variation margin or

foes not exceed thirty percent (< 30%) of the
ce With this Investment Policy.

uments will be acceptable collateral for purposes of
securities len

United States government or any of its agencies;
to principal and interest by the United States government or
United States spo d corporations or enterprises; and

e (Cash.

Collateral will be marked-to-market, each business day, to ensure that on any business day the
market value, plus accrued but unpaid rebates and, in the case of debt securities, accrued but
unpaid interest, of the collateral held in respect to a securities lending transaction is not less than:
e 102% (> 102%) of the aggregate market value of the loaned securities for domestic
securities and international securities that are denominated in the same currency as the
collateral provided by the borrower;
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e 105% (= 105%) of the aggregate market value of the loaned securities for international
securities that are not denominated in the same currency as the collateral provided by the
borrower; or

e 100% (= 100%) for cash collateral.

Cash received as collateral may be invested by or on behalf of the TCRS in any investment
instrument in which the TCRS’s assets may be directly invested. Such cash may also be invested
in short-term investment funds, provided the portfolio of such funds contains only those
investment instruments in which the TCRS’s assets may be directly invested.

K. Standby Note Purchaser

urchaser for the Tennessee State
ard and the Tennessee Local

The TCRS may enter into contracts to serve as a standb
School Bond Authority, the Tennessee State Fung

e The TCRS receives an annual commis falr market value fee for
serving as the standby note purchas iewed annually and, as
appropriate, adjusted; and

e If called upon to purchase such notes, the: | ive a' ket rate of return

L. Investment Companies

it Companies.  Investment
tance of the underlving asset
sation calculation, ete.).

The TCRS may invest in shares of
Companies shall be ¢l:
class type (e.g. equitydl

_ : - anaged in an effort to attain, within acceptable risk
limitations, i t objective. As such, the Chief Investment Officer
and Investment Staff et “to make tactical shifts in asset allocations as deemed

" usted returns, so long as such changes are within the approved
asset allocation ran hin this Investment Policy.

Additionally, the Board nizes that one or more component portfolio may experience a
period of transition due to, for example, an initial funding phase, rebalancing or strategy shift.
The Board acknowledges that during a transition period it may be necessary to analyze assets
based upon terminal value and not relative to a benchmark.

B. Percentage Limitations

In determining compliance with the percentage limitations stated within this Investment Policy,
the Total Assets will be valued at Market Value. Accordingly, an investment may be made on
any given day provided that such investment does not cause any applicable limitation prescribed
in this Investment Policy to be exceeded on such day.
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C. Designated Nationally Recognized Statistical Rating Organizations (“NRSROs”)

The credit ratings of any credit rating agency that is registered with the Securities and Exchange
Commission (“SEC”) as a NRSRO will be deemed sufficiently reliable for use to determine a
security’s investment grade and eligibility under this Investment Policy.

D. Trading, Brokerage and Research
Best execution, cost and benefits that serve the exclusive interest of the beneficiaries are the

overriding principles in determining the trading and brokerage counterparty to be used in any
transaction.

The State Treasurer and Investment Staff are hereby au
trading and brokerage counterparties Selection of tra

to transact with duly selected
okerage counterparties shall be
tment Staff and approved by

ef into client commission
_ research services
permitted under the safe harbor protections of Sectie and Exchange Act
of 1934, - v

E. Service Providers

The State Treasurer, i ultati ith Iy Dfficer and Internal Legal
Counsel, is authori 10 contra . ‘ peément services, personal services,
professional service
_ provided by a General Consultant, External
Investment 4 : apagers, Outside Legal Counsel, investment

oV ' ies litigation monitors, proxy advisors,
ecutlon platforms research providers, etc.

of “emerging investment managers” shall be subject to the
e Investment Staff and approved by the State Treasurer.

and fiduciary prudenc ..
qualifications established t

F. Legal, Compliance and Audit

The State Treasurer, in consultation with Internal Legal Counsel and with the approval of the
Legal Advisor, has primary responsibility for the retention of Outside Legal Counsel. The State
Treasurer and Internal Legal Counsel shall consult, as needed and applicable, with the Legal
Advisor and/or Outside Legal Counsel. The State Treasurer, or his designee(s), has the authority
to negotiate and execute, with the advice and counsel of the Legal Advisor, Internal Legal
Counsel and/or Outside Legal Counsel, as applicable, all contracts, agreements, forms and
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memoranda of understanding deemed necessary or desirable for the efficient administration of
the TCRS’s assets.

The Chief Investment Officer and Investment Staff will collaborate with the Department of
Treasury compliance staff to ensure efficient and effective development and administration of a
compliance program that is reasonably designed to prevent, detect and, if necessary, remedy
violations of the laws, rules, regulations and policies applicable to the Department of Treasury
Investment Division’s investment and securities activities.

To aid in the safeguarding of the TCRS’s assets, the Department of Treasury internal audit staff
will periodically evaluate risk control areas as to their adequacy, efficiency and effectiveness.
Additionally, the State Treasurer shall ensure that critica sstment, accounting and legal,
compliance and audit functions are segregated within the ment of Treasury.

established and implemented by the State Tt€ The Board deems
these Investment Guidelines, policies and “p - ponents to the
implementation and oversight of the TCRS’s Inw icy. inum, the State
Treasurer shall implement detailed & ivati ments, traditional
private equity, strategic lending, r lending. Additionally, the State
Treasurer shall implement written related to proxy voting, trade
management and supervis1 n, evaluatio services, the use of placement agents-and,

: to the Council on Pensions and Insurance
issued by companies that have substantial current
ined by the United States Department of State to be state-

shall also report quarterly to the Council on Pensions and
ts in emerging market countries.

The Chief Investment Officer shall provide a detailed, written review of the
investment activity at the quarterly Board meetings. Pursuant to the private equity
disclosure process (Section VI.C.1), the Investment Staff will report the required
information to the audit committee of the Board on a quarterly basis.

B. Periodically

The Chief Investment Officer shall provide a detailed, written report of the
investment activity, including, but not limited to, presenting all receipts,
disbursements and changes in the assets and liabilities, at all Investment Advisory
Council meetings.
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The State Treasurer, Chief Investment Officer, Investment Staff and Service
Providers, shall provide other reports as requested or as needed by the Board or State
Treasurer.,

C. Annually
The Board shall publish an annual report. The Chief Investment Officer, Investment

Staff and, as needed, Service Providers shall assist in preparing the investment-related
portions of the annual report.

of investment activity to the
rt will consist of the General
ng balances of investments in

The State Treasurer shall prepare an annual re
Council on Pensions and Insurance. Such
Consultant’s report and a summary of th
emerging market countries. "

shall submit an annual
Aemerging investment

The State Treasurer, in accordance
statement to the general asse
managers.

iew the TCRS’s [Westment Policy
and procedures and provide its

y, Chief Investment Officer for

At least annually, the Gej
and applicable Investmer
recommendations fo the "¢
consideration.

rvice Providers are required to comply with
ons. The Investment Policy may reference

actions necessary
regulations. In impl
the Investment Staff, De

. the State Treasurer may delegate certain responsibilities to
t of Treasury staff or Service Providers.

In cases of uncertainty, the State Treasurer is authorized to provide written interpretive guidance
and approve in writing, from time to time, variances from the requirements contained within the
Investment Policy in furtherance of compliance or as deemed in the best interest of the TCRS’s
beneficiaries, consistent with both fiduciary standards and the scope of the Investment Policy.
Such interpretive guidance or variance shall be reported in writing to the Board at its next
meeting and to the Council of Pensions and Insurance within a reasonable time.
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X. Approval and Adoption

The Council on Pensions and Insurance hereby approved, as required, the applicable provisions
within this revised and restated Investment Policy of the Tennessee Consolidated Retirement
System at its meeting held on the 30th day of Mureh20H5

. 2016.

RANDY MeNALLY, COMMITTEE CHAIR

Cotncil on Pensions and Insurance

The Board of Trustees of the Tennessee ConsolidateddRetirement System hereby approved and

adopted this revised and restated Investment Poli -t 3ssee Consolidated Retirement

| System at its meeting on the 27th day o . 2016.
D H. LILLARD, JR., CHAIRMAN

BOARD OF TRUSTEES

“onsolidated Retirement System
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STATISTICAL REPORTS
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ANALYSIS OF MEMBERS ACTIVERLY CONTRIBUTING

Group | Members:

9/30/2013 6/30/2014 6/30/2015

9/30/2015 12/31/2015 3/31/2016 6/30/2016 9/30/2016

(State & Higher Ed.) 55,609 56,390 55,179 53,447 51,412 50,691 45516 44,225
Highway Patrol 764 756 726 717
Wildlife Officers 191 191 190 191

Teachers 768,393 78506 69,975 69,977 69,5689 68,474 61,820 60,876

General Employees

of Polisubs 77,592 78,144 85,531 87,163 80,580 81,199 73,655 73,734
Firemen & Policemen 7,358 7,446 7,040 7,108

General Assembly 127 128 113 114 111 111 103 103

County Officials 2 2 2 2 2 2 1 1

Board Members 439 435 392 386

County Judges 1 1 20 19 18 18 17 15

Attorneys General 671 683 617 621 619 608 574 571
Total Group | 212,395 213,854 211,437 211,343 211,083 209,931 190,033 187,984
Group Il & Prior Class:

Wildlife Officers 2 2 1 1 1

Highway Patrol 1 1 1 1 1 1

Firemen & Policemen-

Political Subdivisions 13 11 10 9 8 10 10 11
Total Group Il & Prior Class 16 14 12 11 10 11 10 11
Group Il and Prior Class:

State Judges 1 1 1 1 1 1 1 1

County Judges 1 1 1 1 1 1

Attorneys General 4 3 1 2 1 1 1 1

County Officials 4 4 2 2 2 2 2
Total Group Ill & Prior Class 9 8 5 6 5 5 5 5
Group IV

State Judges 184 184 128 123 122 121 113 13
State & Teacher Hybrid Plan

State 5,689 7,905 9,242 10,754 10,271 11,251

General Assembly 15 16 16 17 17 17

Teacher 6,189 11,205 11,967 12,229 11,142 14,560

Attorneys General, Judges 31 35 37 37 37 37

Political Subdivisions 85 189 349 453 474 673
Local Government Plans

Alternate DB 14 24 30 35 25 30

Hybrid Plan W/O Cost Controls 92 125 179 207 173 194
Total Membership

Contributing to TCRS 212,604 214,060 223,697 230,982 233,040 233,800 212,300 215,058
Teachers Contributing

to ORP 11,688 11,683 10,632 10,290 10,043 9,763 9,609 9,586
Grand Totals 224,292 225743 234,329 241,272 243,083 243,563 222,025 224,644
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STATE EMPLOYEES

STATE PAID JUDGES

COUNTY PAID JUDGES

ATTORNEY GENERALS

COUNTY OFFICIALS

PUBLIC SERVICE COMMISSIONERS

POLITICAL SUBDIVISIONS

TEACHERS

LOCAL TEACHERS

GOVERNORS AND WIDOWS

AGED TEACHERS

OTHERS

TOTAL

RETIRED PAYROLL
STATISTICS

September 30, 2016

AMOUNT

# OF
RETIREES

$ 61,002,606.50
1,016,002.68
294,236.55
959,082.79
363,926.41
8,721.68
31,538,159.07
102,230,325.49
3,303,039.51
31,280.00
515.98

148,387.80

45,157

211

78

247

173

37,815

49,038

1,769

59

$200,896,284.46
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RETIRED PAYROLL STATISTICS

July 1, 2016
THROUGH
September 30, 2016
# OF
AMOUNT RETIREES

STATE EMPLOYEES $ 181,845,293.38 45,157
STATE PAID JUDGES 3,048,871.16 211
COUNTY PAID JUDGES 903,205.04 78
ATTORNEY GENERALS 2,879,838.31 247
COUNTY OFFICIALS 1,092,391.13 173
PUBLIC SERVICE COMMISSIONERS 27,595.58 4
POLITICAL SUBDIVISIONS 93,944,536.85 37,815
TEACHERS 306,726,030.87 49,038
LOCAL TEACHERS 9,943,491.38 1,769
GOVERNORS AND WIDOWS 93,840.00 5
AGED TEACHERS 1,547.94 4
OTHERS 435,335.52 59

TOTAL $600,941,977.16 134,560

NOTE: NINETY-NINE PERCENT (99%) OF THE RETIREES ARE ON DIRECT DEPOSIT AND DEBIT CARD
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NUMBER OF MEMBERS REFUNDED

Month 2010-11  2011-12  2012-13  2013-14  2014-15 2015-16 2016-17
July 499 496 475 516 613 512 417
August 406 466 471 782 820 403 425
September 431 447 394 457 586 522 458
October 379 383 375 378 483 364

November 293 364 319 314 244 359

December 276 257 241 276 338 326

January 307 348 338 402 322 386

February 265 312 335 310 238 351

March 299 262 253 284 331 355

April 277 346 311 424 338 347

May 662 329 274 866 247 332

June 406 339 336 674 383 336

TOTAL 4,500 4,349 4,122 5,683 4,943 4,693 1,300
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MONTH
July
August

September
October
November
December
January

February

March
April
May

June

TOTAL

MEMBER'S
CONTRIBUTIONS

21,332.26
78,814.85
21,543.90

121,691.01

REFUND EXPENDITURES
2016-2017 FISCAL YEAR

414(H) MEMBER'S
CONTRIBUTIONS  INTEREST

2,712,550.18 923,930.33
3,592,116.13  1,167,734.13
3,063,254.35  1,045,483.50

9,367,920.66  3,137,147.96
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EMPLOYER DEATH
CONTRIBUTIONS PAYMENTS TOTAL

56,742.24 138,448.17 $3,853,003.18
47,813.62 454,668.06 $5,341,146.79
108,020.41 555,234.52 $4,793,536.68

212,676.27 1,148,350.75 $13,987,686.65



State:

Teachers:

Higher Education:

Political Subdivisions:

Grand Totals:

PRIOR SERVICE ACTIVITY
April 1, 2016 through June 30, 2016

Type of Service No of Members Years of Service Amount
Backpayment 2 1 $ 1,611
Military - = .
Redeposit 10 97 $ 218,901
Totals 12 98 $ 220,512
Type of Service No of Members Years of Service Amount
Backpayment 6 8 $ 51,171
Military - - -
Redeposit 14 57 $ 288,327
Totals 20 65 $ 339,498
Type of Service No of Members Years of Service Amount
Backpayment 6 33 $ 466,283
Military - 2 =
Redeposit 1 2 12,570
Totals 7 36 $ 478,853
Type of Service No of Members Years of Service Amount
Backpayment 24 12 $ 9,387
Military - - $ =
Redeposit 13 57 $ 185,307
Totals 37 68 $ 194,694
Type of Service No of Members Years of Service Amount
Backpayment 38 54 $ 528,452
Military - - -
Redeposit 38 212 705,105
Totals 76 266 $ 1,233,557
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Disability Statistical Report

First Quarter 16-17

Disability Applications Received July
August
September

Initial Claims Approved July
August
September

Initial Claims Disapproved July
August
September

Initial Claims Approved after Reconsideration
Initial Claims Disapproved after Reconsideration
Re-Evaluation Claims Approved

Re-Evaluation claims Disapproved

153

TOTAL

TOTAL

TOTAL

18
26
29
73

12
13

12

37

11
04

10

25

08
05
20
00
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