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Today’s Discussion
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Who We Are
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How We Will Partner with MCERA
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Why AHIC?
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The Aon Family

A Strong Portfolio of Businesses

HR Solutions

Risk Solutions

Aon

Aon Risk Solutions

A Leading Global Institutional Advisor

▪ Investment Consulting (AHIC)

▪ Retail Brokerage

▪ Retirement/Actuarial Consulting
▪ Human Capital Consulting

▪ Risk Assessment
and Advisory

▪ Executive and Broad-Based
Compensation

▪ Claims Advocacy and
Administration

▪ Total Rewards

▪ Captive Management
▪ Affinity Programs

▪ Analytics and Technical
Services
▪ Facultative Reinsurance
▪ Investment Banking
▪ Practice Groups
▪ Client Services
▪ Treaty Reinsurance

▪ Premium Finance
▪ Select Personal Lines
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Aon Hewitt Investment Consulting (AHIC)
Research Leads to
Results

Pension Risk
Management
MCERA
Integrated pension risk management
solutions with dedicated resources

154 person manager research staff
across all asset classes2

AHIC Team
Reporting / metrics that put
liabilities on equal footing with
assets
Experience in
management of evolving
liability structures

Shane Schurter, Consultant
John Lee, Consultant
Russ Ivinjack, Senior Strategist
John Sullivan, Liability Consultant

99 professionals dedicated
to alternative manager
research2

21 researchers focused
on operational due
diligence2

AHIC Experience, Resources, and
Capabilities

A Proven Public Sector Partner
▪ Focus on client outcomes; tailored programs that meet unique circumstances
and needs

▪ $1.5T1 in public sector assets under advisement representing 70%1 of our total
client advisory base
1As

of 6/30/2018
Total combined research staff as of 9/30/2018 includes 49 GIC Manager Research Staff (AHIC and Aon affiliates manager research colleagues), 21 operational due diligence colleagues
(offshore + onshore), 72 Townsend colleagues from advisory, portfolio management and strategy teams (includes all Legacy Aon RE staff, plus 2 Legacy PE Staff), and
12 Legacy PE staff. Offshore, Innovation, and Support staff represent additional colleagues. Some team members have cross team responsibilities or reporting lines
outside the manager research function, includes AHIC and its global Aon affiliates.
2
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The Foundation of a Strong Partnership
The foundation of our client partnership is based on three principles:
▪

Bringing resources and research to make the best informed decisions

▪

Regular, reliable and clear communication

▪

Providing results across a number of metrics to help clients achieve objectives

Examples of creating a strong partnership, beyond the regular client interaction:
Activity

Benefit

Customized client education

Governance, fiduciary education, investment policy, market trends, asset class and
alternatives primers

Client Webinars

Share information on market topics, annual capital markets outlook, regulatory
environment, investment strategy

White Papers

Assessing different investment policies, managing liquidity in your portfolio, governance,
asset allocation through changing market environments, impact of adding alternatives

Aon Client Conference

Provides our best thought, education and peer to peer networking across public sector
client base

Ongoing partnership to meet noninvestment goals and objectives

Mission-related (ESG, SRI, MWBE) is not a set it and forget objective but should be an
ongoing partnership, measured and evaluated

Public Sector specific thought
leadership, networking opportunities
and education

Accessing the whole of Aon’s best thinking, innovation and market expertise

MWBE – Minority, Women Owned Business Entities; ESG – Environmental, Social, Governance; SRI – Socially Responsible Investing

Proprietary & Confidential
Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc., an Aon Company.

6

MCERA’s Key Asset/Liability Metrics - Current State as of 6/30/20171
Key Takeaways:

Asset-Liability Snapshot as of 6/30/2017
Metric ($, Millions)

Value

Fund %

Market Value of Assets

$484.0

71.2%

Actuarial Value of Assets

$475.2

69.9%

▪ Pension Plan is 71.2% funded on a market value of
assets basis as of June 30, 2017
▪ Asset allocation is 78% return-seeking assets with 22%
risk-reducing/safety assets to withstand stressed markets

Liability Metrics

▪ Asset hurdle rate of 12.5%, via cash funding and
investment returns, needed to maintain or improve
actuarial funded status

$679.61

Actuarial Liability (AL) - Funding

Target Asset Allocation as of 6/30/20173

Asset-Liability Growth Metrics
Metric ($, Millions)

Value % Liability

AL Discount Cost

$47.6

7.0%

9.8%

Return-Seeking

AL Normal Cost

$13.1

1.9%

2.7%

Total Liability Hurdle Rate

$60.7

8.9%

12.5%

Expected Return on Assets2

$31.5

4.6%

6.5%

- Real Estate

Total Contributions

$27.9

4.1%

5.8%

- Total

Total Exp. Asset Growth

$59.3

8.7%

12.3%

Risk-Reducing

$1.4

0.2%

0.2%

$34.6

5.1%

7.1%

Hurdle Rate Shortfall/(Surplus)
Est. Benefit Payments

% Assets

Metric ($, Millions)

Value

Alloc %

- U.S. Equity

$183.9

38%

- International Equity

$140.4

29%

$53.2

11%

$377.5

78%

- Core Bonds

$106.5

22%

- Total

$106.5

22%

Total

$484.0

100%

1 Current

State Asset-Liability Profile based June 30, 2017 actuarial valuation report
returns based on AHIC’s Q3 2018 30 year Capital Market Assumptions assuming the asset allocations illustrated above. All expected returns are
geometric (long-term compounded; rounded to the nearest decimal) and net of investment fees. Expected returns presented are models and do not represent
the returns of an actual client account. Not a guarantee of future results. See pages 28-36 for the Capital Market Assumptions.
3 Target asset allocation taken from MCERA’s investment policy statement and 2018 Q1 Quarterly Review Report
2 Expected
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MCERA Investment Program - Initial Thoughts/Considerations
Below we provide considerations for MCERA’s investment structure
Consideration / Thoughts

Rationale / Benefit

Diversify away from equity risk

Equity risk is the dominate “risk factor” in MCERA’s portfolio. It is expected
that equity returns will moderate going forward. This is an opportune time
to allocate to alternative investments.

Take advantage of the ability to
allocate to less liquid assets

Our liquidity analysis (contained in this presentation) indicates that MCERA
has ample room to allocate to less liquid investments.

Move to a market capitalization
weighting within the equity portfolio

Research tells us that the most efficient equity structure is one where the
portfolio resembles that of the available opportunity set.

Allocate more to passive investments
within the equity portfolio

Reduce the risk budget within equities; seek excess return in other areas of
the market (e.g., alternatives) where the chance for success is greater.

Evaluate current Real Estate
structure

MCERA’s current Real Estate structure provides beta exposure with little
opportunity for excess return generation.

MCERA’s investment manager lineup

AHIC covers all the managers in the portfolio. Currently there is a mix of
“Buy” and “Qualified” funds. There are no “Sell” rated managers.
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MCERA - Net Cash Flow Analysis*
Net Outflow Analysis Observation
▪

The central expectation (50th percentile outcome) is net outflow of 1-3% over the next 25 years
Current Policy

Net Outflow

(Benefit Payments - Contributions) /
Market Value of Assets

6%

5%

5th Percentile

4%

3%

25th Percentile

2%
1%

50th Percentile

0%
-1%

75th Percentile

-2%
-3%

-4%

95th Percentile
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042

-5%

Strategy

Current Policy

Year

2018

2022

2026

2030

2034

2038

2042

5th Percentile

1.5%

0.7%

-1.1%

-2.9%

-3.1%

-3.5%

-1.2%

25th Percentile

1.7%

2.0%

1.1%

0.7%

0.9%

0.5%

1.3%

50th Percentile

1.8%

2.5%

2.4%

2.3%

2.4%

2.1%

2.8%

75th Percentile

2.0%

3.0%

3.2%

3.3%

3.5%

3.5%

3.8%

95th Percentile

2.3%

3.8%

4.3%

4.8%

5.0%

5.2%

5.3%

Probability > 5%

<1%

<1%

2%

4%

5%

7%

9%

*Actuarially-determined contributions were calculated based on estimates of the normal cost and an amortization of the unfunded actuarial accrued liability. The amortization
assumed a new, layered 18-year base in each projection year. Amortizations were based on a level percent approach. The assets used in the contribution calculations reflect the
smoothed, actuarial value of assets noted in the latest actuarial valuation report. Contributions made to the plan were assumed to be equal to the actuarially-determined
contributions. Illustrative charts based on preliminary projections of market scenarios and combined plan circumstances. Not a guarantee of future results. Based on 1,000
simulation trials. Present values measured at 7.00%. Above actuarial assessment is not a guarantee of future performance or expected returns related to the firm’s
current capital market assumptions and calculations of the model portfolios presented.
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AHIC’s Views on MCERA’s Liquidity Profile
Susceptibility to Liquidity Risk
<10%
Allocation to
Illiquids

20%

40%

50%+
Higher illiquid
allocations increase
liquidity risks in adverse
market conditions

MCERA

Actuarial; Closed
Amort. (10 yrs)

Actuarial; Closed
Amort. (20 yrs)

Contribution
Policy

Actuarial; Closed
Amort. (30 yrs)

Actuarial; Open
Amort.

7.0%

10.5%

Non-Actuarial

MCERA

0.0%

3.5%

Benefit
Payments
(as a % of
Assets)

Could Add Alternatives;
Recommend Full Analysis First

Higher levels of benefit
payments increase the
likelihood of liquidity
risk
Heightened Risk Factors;
Recommend Full Analysis

MCERA

Legend
Minimal liquidity concerns;
potential to increase illiquid
assets

Could look to add illiquid
assets but recommend doing a
full liquidity study before
moving forward
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How quickly
contributions respond
to funded ratio changes
will impact liquidity in
adverse market
conditions

14.0%+

MCERA

Room To Add
Alternatives
Initial
Assessment

30%

Considerations

Elevated risk factors are
present; we strongly
recommend a full liquidity
study

10

This represents an
initial assessment that
can be supplemented
with a full liquidity
analysis

Pension Asset-Liability Management (ALM) Analysis
Detailed Portfolio Analysis

Ideal

Key Takeaways:
▪ Expected return from current
investment policy is below 7.00%
actuarial assumption
▪ Current investment policy may be
enhanced with additional
diversification
1 Expected

returns based on AHIC’s Q3 2018 30 year
Capital Market Assumptions assuming the asset allocations
illustrated above. All expected returns are geometric (longterm compounded; rounded to the nearest decimal) and net
of investment fees. Expected returns presented are models
and do not represent the returns of an actual client account.
Not a guarantee of future results. See pages 28-36 for the
Capital Market Assumptions.
2 Increased dollars determined by market value of assets as
of June 30, 2017 ($484.0 million)
Percentages in table may not sum to 100% due to rounding

(D) Reduced
(E) Enhanced
Risk w/ Add'l Return w/ Add'l
Illiquids
Illiquids

(A) Current
Policy

(B) Reduced
Risk

(C) Enhanced
Return

U.S. Equity

38%

0%

0%

0%

Non-U.S. Equity

29%

0%

0%

0%

0%

Global Equity

0%

43%

55%

29%

43%

Private Equity

0%

4%

6%

8%

12%

Equity Insurance Risk Premium

0%

0%

0%

4%

6%

Equity L/S Hedge Funds

0%

0%

0%

4%

6%

Hedge Funds

0%

9%

11%

8%

12%

Multi Asset Credit

0%

4%

6%

2%

3%

Private Debt

0%

0%

0%

2%

3%

Real Estate

11%

9%

11%

6%

9%

Infrastructure

0%

0%

0%

2%

3%

Core Bonds

22%

0%

0%

0%

0%

Interm. Duration Gov't Bonds

0%

8%

3%

9%

1%

Interm. Duration Credit

0%

24%

8%

26%

2%

30 Year Expected Return

6.50%

6.50%

7.22%

6.50%

7.70%

30 Year Expected Risk

12.97%

10.13%

12.97%

8.95%

12.97%

30 Year Sharpe Ratio

0.3008

0.3853

0.3566

0.4359

0.3933

Increase in 30 Year Expected Return (%)

0.00%

0.00%

0.72%

0.00%

1.20%

Increase in 30 Year Expected Return ($)2

$0

$0

$3,505,204

$0

$5,810,120

Asset Class
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0%

Why Aon Hewitt Investment Consulting?

Experienced, Tenured Lead Team

Deep Experience with Public Plans

Why
AHIC?

Depth and Breadth of Research Resources

Integrated Asset-Liability Tools & Expertise

Coordination with Manager Research Teams
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Appendix
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Aon – Inclusion and Diversity
▪

At the core of Aon’s Inclusion strategy is what we call our Unmatched Talent agenda, one of the 3 major pillars of our
firm that focuses on positioning Aon as the best place to work the risk and people industries. The three components of
the strategy are:
– Cross Cultural Competence – Leveraging the multiplicity of cultures, backgrounds, experiences of our talent to
increase the quality of work; yielding greater innovation and business results.
– Workforce Diversity – Mix of skills, backgrounds, experiences, perspectives as well as race and gender that
help us deliver distinctive client value.

– Inclusive Culture – Our ability to translate our values into actions.
Business Resource Groups
▪

Aon Link (early career/recent college graduates)

▪

Aon Pride Alliance (LGBT)

▪

Asian Resources

▪

B.U.I.L.D. (Blacks United in Leading Diversity)

▪

Generations (colleagues approaching retirement)

▪

LEAD (Latinos Engaging and Achieving Diversity)

▪

People with Disabilities

▪

Veterans United

▪

Virtual Connections (Colleagues working remotely)

▪

Woman’s International Network

▪

Working Parents
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AHIC Global Investment Beliefs
Effective governance is a
necessary condition for
investment success

Governance

Customization

Investment solutions are
customized to client
circumstances, objectives and
risk tolerance

Active
Management

Clients who access the full
global opportunity set improve
outcomes through enhanced
portfolio diversification and
efficiency

Opportunity
Set

Success with active management requires
strong conviction on the part of the
investor, based on robust research, best
expressed through: a significant allocation
to alternative investments and highly active
traditional portfolios typically operating with
broad, unconstrained mandates

Market Views

Prevailing market conditions and outlook
should influence portfolio construction in the
long- and medium-term; no single
investment strategy is ideal in all market
conditions
Proprietary & Confidential
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Portfolio Construction Beliefs
There is no single ideal portfolio; each pool of assets must be structured and managed in relation to the
asset owner’s objectives, constraints and risk tolerance. Below we highlight the themes and key tenants
that we believe should drive investment structure:
▪ Gain exposure to the broad opportunity set across each asset class
– Eliminate un-intended structural biases
– Recognize risks associated with structural biases and be comfortable with such risks
▪ Pay little for beta
– Use active management for alpha; not diversification
▪ Eliminate style-box approach to portfolio construction
– Style boxes are a rigid and artificial construct
▪ Focus manager selection efforts on skill and not style
– Hire active managers that can add value regardless of their style and capitalization orientation
– Allow managers with identifiable skill broad latitude to add value
▪ Use active risk budgeting as a risk control and allocation tool
▪ Seek to keep fees low
– higher fees do not translate to higher value-added
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Team

Services

A Firm with Deep Global Resources
Investment Policy
Solutions

Global Investment
Management

▪ Plan structure reviews
▪ Risk-budgeting and
tracking error analysis
▪ Research on new
investment strategies
▪ Efficient frontier
modeling
▪ Custom analytical
tools/models

▪ Full suite of alternative
investment services
including sourcing, due
diligence, modeling,
and reporting
▪ Manager due diligence
and evaluation
▪ Manager searches
▪ Investment manager
guideline development
▪ Flash reports on
manager developments

▪ Medium-term
investment views
▪ Capital markets
assumptions
▪ Advice on rebalancing
and strategic
benchmark decisions

▪ Policy development and
strategic planning
▪ Due diligence
▪ Monitoring, reporting
and risk management
▪ Education
▪ Alternatives portfolio
construction

▪ 14 team members*
▪ Experience in
investment
management, actuarial,
economics, and
quantitative analysis

▪ 154 global team
members*
▪ Experience in portfolio
management,
consulting, economics,
and operations

▪ 8 global team
members*
▪ Experience in
investment
management,
actuarial, economics,
and quantitative
analysis

▪ 99 global team
members*
▪ With practitioner
experience in hedge
funds, venture capital,
leveraged finance,
investment banking,
management consulting,
public fund real estate
portfolio management,
real estate research, and
accounting

Global Asset Allocation

Alternatives

*Total combined research staff as of 9/30/2018 includes 49 GIC Manager Research Staff (AHIC and Aon affiliates manager research colleagues), 21 operational
due diligence colleagues (offshore + onshore), 72 Townsend colleagues from advisory, portfolio management and strategy teams (includes all Legacy Aon RE staff,
plus 2 Legacy PE Staff), and 12 Legacy PE staff. Offshore, Innovation, and Support staff represent additional colleagues. Some team members have cross team
responsibilities or reporting lines outside the manager research function, includes AHIC and its global Aon affiliates.
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AHIC’s Global Investment Manager Research Capability
More than 150 dedicated research professionals covering traditional, emerging, and alternative
strategies, including operational due diligence1
Liquid Investment Manager Research
Equities
Global
Regional
Style
Size

Fixed Income
Government
IG Credit
Emerging Market
Debt
Absolute Return
LDI
Cash

Liquid Alternatives
Direct Hedge
Funds
Fund of Hedge
Funds
Currency
Commodities

Private Asset Manager Research
The Townsend Group2
Real Assets, Real Estate, Private
Equity, Infrastructure
Advisory Solutions
Portfolio
Management

Investment
Strategy &
Underwriting

Cross asset class research on emerging, minority, and responsible investing managers and strategies
Operational Due Diligence
Offshore Analytical Support

Innovation Center Team

Support Staff

1 Total

combined research staff as of 9/30/2018. Offshore, Innovation, and Support staff provide additional support. Some team members have cross team responsibilities
or reporting lines outside the manager research function, includes AHIC and its global Aon affiliates.
2 As of 9/30/2018 all Aon’s real estate and private equity teams align from a collaboration and leadership perspective under The Townsend Group. Legacy AHIC
colleagues that report to The Townsend Group maintain a supervisory relationship to AHIC through Aon’s global CIO as they are part of AHIC’s registered investment
advisor.
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Access to Integrated Alternative Solutions

$1.5T+

Global Private Equity

Venture Capital
Growth Equity

Total public sector assets under
advisement *

Corporate Finance Buyout
Secondaries

3,000+

Co-Invest

Manager meetings
conducted in 2017

Distressed/
Turnaround
Long/Short
Equity

Listed and Private
Infrastructure
Sustainability
Private Debt

Natural
Resources

Global Real Estate
Core Real
Estate

Event Driven

Global Liquid
Alternatives

Emerging Managers

Global Macro

MWBEs

Multi Strategy Funds

Timberland and
Farmland
REITs

Currencies
Commodities
Emerging Markets

Mortgage/Securitized
Real Estate

Relative Value

Value-Added Real
Estate
Opportunistic
Real Estate

Activist
MWBEs = Minority and Women Business Enterprises
*As of 9/30/18
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Our Thought Leadership Over Time
Clients look to us for market research and intelligence as well as current and emerging best practices
▪ Use of indexation In
Institutional
investment portfolios
▪ Advocacy of small
cap stocks
▪ Inclusion of real
estate and
international stocks
▪ First DOL expert
witness project

1981-1983

▪ Neutralization
of style bias

1993

1988-1991

1999

▪ Initiation of global
Capital Asset Pricing
Model (CAPM) asset
allocation
▪ Advocacy of private
equity
▪ Real Estate Investment
Under a Simple
Equilibrium Pricing
Model (Graham &
Dodd Award)

▪ Analytical
framework for
measuring and
monitoring active
risk
▪ Factor risk
modeling

▪ Case for whole
stock portfolios
▪ Published article
cautioning about
the use of hedge
fund-of-funds
(Bernstein/
Fabozzi award)

▪ Advocated global
market weighted
equities
▪ Recommended
infrastructure
▪ Retained by U.S.
Treasury Dept.

▪ Opportunity allocations
▪ Increased use of
Alternatives, less reliance
on traditional active
management
▪ Go Big or Go Home
▪ Public Funds can compete
▪ Stress-testing liquidity risk
from alts
▪ Conviction in equity
investing
▪ AHIC Blog

2007-2008

2012-2013

2001-2002

2003
▪ Advocacy of
global strategies
▪ Small Cap Alpha
Myth (Bernstein/
Fabozzi award)

▪ Making portfolios
more fee-efficient
▪ Alternative risk
premia
▪ Public funds can still
compete
▪ Global small cap
▪ Launch of private
credit fund solution
▪ Client portal

2017-2018

2009-2010

2014-2016

▪ Advocacy of new
approach to fixed
income investing
▪ First OCIO client

▪ Factor-based investing
▪ Multi-asset credit
▪ Asset allocation rotation
with Medium-Term Views
▪ Fallen Angels
▪ Insurance-linked
securities
▪ Putting watch lists on
watch?
▪ Aon Center for Innovation
and Analytics (Singapore)

The Bernstein/Fabozzi Award is given annually highlight the most innovative and compelling research published in the Journal of
Portfolio Management. The Graham and Dodd Award is given annual by the CFA Institute to recognize excellence in research
Aon
and financial writing. It is not known whether the client listed approves or disapproves of AHIC or the advisory services provided.
Proprietary & Confidential
21
Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc., an Aon Company.

Recent Innovation Examples
▪ Shorter J-Curve,
top-quartile access

▪ Potential for
structural alpha

Emerging
Funds
Equity
Insurance
Risk
Premium

▪ Access to
uncorrelated return
stream

Insurance
Linked
Securities

Specialized
Secondary
Funds

Fallen
Angels

▪ Access to
uncorrelated return
stream

▪ Structural and behavioral
factors drive bond market
dislocation
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Private
Debt

▪ Capital
supply/demand
imbalance and bank
lending retrenchment
drive structural
opportunity set
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Preliminary Modeling: Economic Cost & Risk (1, 5, & 25 Year Horizons)*
Economic Cost Observations
▪

Economic cost defined as present value of contributions plus remaining liability shortfall/(surplus) at end of period

▪

The magnitude of the risk/reward trade-off changes over a longer-term projection
Economic Cost

Economic Cost

June 30, 2018

Present Value of Contributions plus AL Funding Shortfall/(Surplus)* at 7.00%, $millions

Reward

$100

$200

June 30, 2018
(1 Year)

Ideal

Cost

Risk

18 (A) Current Policy

$206.2

$308.9

53 (B) Reduced Risk

$210.6

$288.7

17 (C) Enhanced Return

$205.1

$305.8

48 (D) Reduced Risk w/ Add'l Illiquids

$210.2

$281.6

20 (E) Enhanced Return w/ Add'l Illiquids

$202.3

$307.7

June 30, 2027

14

$300

50th Percentile

Expected Cost reduction

Strategy ($Millions)

Strategy ($Millions)

June 30, 2027
(10 Years)

$400

$900

June 30, 2042
(25 Years)
$500
$100

Cost

Risk

18 (A) Current Policy

$327.3

$545.6

53 (B) Reduced Risk

$334.0

$509.3

17 (C) Enhanced Return

$305.4

$531.0

48 (D) Reduced Risk w/ Add'l Illiquids

$331.7

$495.1

20 (E) Enhanced Return w/ Add'l Illiquids

$283.1

$523.6

June 30, 2042
$200

$300

$400

$500

$600

$700

$800

$900

Strategy ($Millions)

Risk reduction

95th Percentile

Risk
Risk reduction

Cost

Risk

18 (A) Current Policy

$442.9

$734.6

53 (B) Reduced Risk

$457.8

$698.7

17 (C) Enhanced Return

$400.6

$705.4

48 (D) Reduced Risk w/ Add'l Illiquids

$454.5

$679.4

20 (E) Enhanced Return w/ Add'l Illiquids

$359.6

$676.0

*Actuarially-determined contributions were calculated based on estimates of the normal cost and an amortization of the unfunded actuarial accrued liability. The amortization assumed a new,
layered 18-year base in each projection year. Amortizations were based on a level percent approach. The assets used in the contribution calculations reflect the smoothed, actuarial value of
assets noted in the latest actuarial valuation report. Contributions made to the plan were assumed to be equal to the actuarially-determined contributions. Economic Cost reflected a utility
function whereby the calculation excluded 50% of surplus in excess of 120% of actuarial liability, and included twice the shortfall below 30% of actuarial liability, on a market value basis.
Illustrative charts based on preliminary projections of market scenarios and combined plan circumstances. Not a guarantee of future results. Based on 1,000 simulation trials. Present values
measured at 7.00%. Expected returns based on AHIC’s Q3 2018 30 year Capital Market Assumptions. All expected returns are geometric (long-term compounded; rounded
to the nearest decimal) and net of investment fees. Expected returns presented are models and do not represent the returns of an actual client account. Not a guarantee
of future results. See pages 28-36 for the Capital Market Assumptions. Above actuarial assessment is not a guarantee of future performance or expected returns
related to the firm’s current capital market assumptions and calculations of the model portfolios presented.
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Preliminary Modeling: Funded Ratio Volatility*
Funded Ratio Volatility Observation
▪

The Plan is projected to trend towards full funding over the next 25 years

Market Value of Assets / Actuarial
Liability

Funded Ratio (MVA / AL)

(A) Current Policy

(B) Reduced Risk

(D) Reduced Risk w/ Add'l
Illiquids

(C) Enhanced Return

(E) Enhanced Return w/
Add'l Illiquids

200%

180%
160%

140%
120%
100%
80%
60%

40%
20%

5th Percentile
Strategy

(A) Current Policy

25th Percentile
(B) Reduced Risk

50th Percentile

75th Percentile

(C) Enhanced Return

2042

2037

2032

2027

2022

2017

2042

2037

2032

2027

2022

2017

2042

2037

2032

2027

2022

2017

2042

2037

2032

2027

2022

2017

2042

2037

2032

2027

2022

2017

0%

95th Percentile

(D) Reduced Risk w/ Add'l
Illiquids

(E) Enhanced Return w/
Add'l Illiquids

Year

2022

2032

2042

2022

2032

2042

2022

2032

2042

2022

2032

2042

2022

2032

2042

5th Percentile

46%

45%

49%

52%

50%

54%

48%

48%

55%

54%

53%

56%

49%

50%

57%

25th Percentile

61%

65%

71%

64%

67%

74%

63%

69%

79%

65%

69%

76%

65%

73%

87%

50th Percentile

75%

86%

106%

74%

85%

99%

77%

92%

118%

74%

85%

98%

79%

98%

127%

75th Percentile

90%

121%

164%

86%

109%

144%

92%

129%

190%

84%

106%

141%

95%

137%

214%

95th Percentile

117%

209%

419%

104%

175%

341%

120%

235%

488%

101%

163%

308%

123%

239%

499%

Probability > 100%

18%

40%

54%

10%

34%

50%

19%

45%

61%

6%

32%

49%

21%

48%

67%

*Actuarially-determined contributions were calculated based on estimates of the normal cost and an amortization of the unfunded actuarial accrued liability. The amortization
assumed a new, layered 18-year base in each projection year. Amortizations were based on a level percent approach. The assets used in the contribution calculations reflect the
smoothed, actuarial value of assets noted in the latest actuarial valuation report. Contributions made to the plan were assumed to be equal to the actuarially-determined
contributions. Illustrative charts based on preliminary projections of market scenarios and combined plan circumstances. Not a guarantee of future results. Based on 1,000
simulation trials. Present values measured at 7.00%. Above actuarial assessment is not a guarantee of future performance or expected returns related to the firm’s
current capital market assumptions and calculations of the model portfolios presented.
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Asset-Liability Discussion: Summary and Conclusions
▪
▪
Portfolio
Analysis

▪

Current investment policy may be enhanced with additional diversification
Options include targeting higher returns for the same level of risk or targeting
lower levels of risk for similar expected return
MCERA may benefit from reviewing its desired balance between funding and
investment returns in order to determine the ideal investment portfolio

▪
Asset-Liability
Projection
Analysis

▪
▪

Liquidity
Primer

▪
▪

Longer time horizons are expected to reward higher levels of risk;
shorter time horizons are not
Failing to achieve (or exceed) the actuarial return assumption will
result in higher (or lower) funding needed in future years
Adverse market experience could significantly impact the funded
status of the Pension Plan over the projection period

Minimal liquidity concerns
Potential to increase illiquid assets
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Risk Management: Key Risks for Public Pension Plans
Types of Risk

Time Horizon

Return Shortfall
▪ Assets do not grow with liabilities
▪ Investment Return & Contribution less
than Liability Growth

Long Term
(10+ years)

Risk Management Tools and Controls
▪
▪
▪

Funding Policy
Plan Design
Investment Policy (Dynamic?)

▪

Assumptions & Methods

Liquidity
▪ Cannot liquidate assets efficiently to
meet needs
▪ Lost control of asset allocation

Short to Medium Term
(<5 years)

▪
▪
▪
▪
▪

Funding Policy
Benefit Accruals
Use of Illiquid Investments
Scenario Analysis
Monitoring

Investment
▪ Asset Allocation (Policy)
▪ Investment Structure
▪ Manager Selection
▪ Rebalancing
▪ Scenario (or Path Risk)
▪ Factor

Short to Medium Term
(<5 years)

▪

▪
▪
▪

Investment Policy Statement
– Static/Dynamic
– Asset Allocation
– Rebalancing
– Manager Guidelines
– Monitoring/Roles & Responsibilities
Risk Budgeting Tools
Monitoring / Dashboards
Medium Term Views

▪

Regression and Scenario Analysis

▪

Operational and Specialty Due Diligence

Others (e.g., Operational)

Ongoing
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Actuarial Assumption Review
MCERA versus Peers1
Key Takeaways:
▪

Median actuarial
assumption for
investment return
has declined from
8.00% in 20012010 to 7.50%
based on the latest
survey data

▪

MCERA’s
assumption for
FYE 2017 (7.00%)
is comparatively
low versus public
pension peers

▪

If MCERA fails to
achieve (or
exceeds) the
actuarial return
assumption, higher
(lower) funding will
be needed in future
years

Percentile
95th
75th
50th
25th
5th

Sources: MCERA actuarial valuation reports as of 6/30/17; Public Plans Data (publicplansdata.org) as of September 30, 2018; Expected Returns are
the assumptions made by the plans included in the data set.
1 Peers defined as public funds published within publicplansdata.org as of September 30, 2018; Number of plans per year are shown in parentheses
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Capital Market Assumptions Methodology
Overview
▪

Aon Hewitt’s Capital Market Assumptions are our asset class return,
volatility and correlation assumptions. The return assumptions are
‘best estimates’ of annualized returns. By this we mean median
annualized returns – that is, there is a 50/50 chance that actual
returns will be above or below the assumptions. The assumptions
are long term assumptions, based on a 30 year projection period
and are updated on a quarterly basis.

Fixed income government bonds
▪

Inflation-linked government bonds
▪

Material uncertainty

▪

Given that the future is uncertain, there is material uncertainty in all
aspects of the Capital Market Assumptions and the use of
judgement is required at all stages in both their formulation and
application.

Allowance for active management
▪

The asset class assumptions are assumptions for market returns,
that is we make no allowance for managers outperforming the
market. The exceptions to this are the private equity and hedge fund
assumptions where, due to the nature of the asset classes,
manager performance needs to be incorporated in our Capital
Market Assumptions. In the case of hedge funds we assume
average manager performance and for private equity we assume a
high performing manager.

Inflation
▪

When formulating assumptions for inflation, we consider consensus
forecasts as well as the inflation risk premium implied by market
break-even inflation rates.

The government bond assumptions are for portfolios of bonds which
are annually rebalanced (to maintain constant duration). This is
formulated by stochastic modelling of future yield curves.
We follow a similar process to that for nominal government bonds,
but with projected real (after inflation) yields. We incorporate our
inflation profiles to construct nominal returns for inflation-linked
government bonds.

Corporate bonds
▪

Corporate bonds are modelled in a similar manner to government
bonds but with additional modelling of credit spreads and projected
losses from defaults and downgrades.

Other fixed income
▪

Emerging market debt and high yield debt are modelled in a similar
fashion to corporate bonds by considering expected returns after
allowing for losses from defaults and downgrades.

Equities
▪

Equity return assumptions are built using a discounted cashflow
analysis. Forecast real (after inflation) cashflows payable to
investors are discounted and their aggregated value is equated to
the current level of each equity market to give forecast real (after
inflation) returns. These returns are then converted to nominal
returns using our 10 year inflation assumptions.
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Capital Market Assumptions Methodology
Private Equity

Currency movements

▪

▪

We model a diversified private equity portfolio with allocations to
leveraged buyouts, venture capital, and mezzanine and distressed
investments. Return assumptions are formulated for each strategy
based on an analysis of the exposure of each strategy to various
market factors with associated risk premia. Real estate/property
Real estate returns are constructed using a discounted cash flow
analysis similar to that used for equities, but allowing for the
specific features of these investments such as rental growth.

Hedge funds
▪

Assumptions regarding currency movements are related to
inflation differentials.

Volatility
▪

Assumed volatilities are formulated with reference to implied
volatilities priced into option contracts of various terms, historical
volatility levels and expected volatility trends in future.

Correlations
▪

We construct assumptions for a range of hedge fund strategies
(e.g. equity long/short, equity market neutral, fixed income
arbitrage, event driven, distressed debt, global macro, managed
futures) based on an analysis of the underlying building blocks of
these strategies. We use these individual strategies to formulate a
fund of hedge funds’ assumption which is quoted in the Capital
Market Assumptions.
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Our correlation assumptions are forward looking and result from
in-house research which looks at historical correlations over
different time periods and during differing economic/investment
conditions, including periods of market stress. Correlations are
highly unstable, varying greatly over time. This feature is captured
in our modelling
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AHIC Capital Market Assumptions
As of June 30, 2018 (30 Years)
30-yr
Equity
Large Cap U.S. Equity

Expected Real Return 1

30-yr
Expected Nom inal Return 1

30-yr
Expected Volatility
17.5%

Sharpe Ratio
0.211

3.9%

6.3%

Small Cap U.S. Equity

4.4%

6.8%

23.5%

0.179

Global Equity

4.9%

7.3%

18.9%

0.249

International Developed Equity

4.9%

7.3%

20.0%

0.235

Emerging Markets Equity

5.6%

8.0%

27.5%

0.196

Cash (Gov’t)

0.3%

2.6%

2.0%

0.000

Cash (LIBOR)

0.9%

3.2%

2.0%

0.300

TIPS

1.1%

3.4%

4.5%

0.178

Core Fixed Income (Market Duration)

1.2%

3.5%

4.5%

0.200

Long Duration Bonds – Gov’t / Credit

1.4%

3.7%

10.5%

0.105

Long Duration Bonds – Credit

1.9%

4.2%

12.0%

0.133

Long Duration Bonds – Gov’t

0.8%

3.1%

10.5%

0.048

High Yield Bonds

2.6%

5.0%

12.0%

0.200

Bank Loans

3.4%

5.8%

7.5%

0.427

Non-US Developed Bonds (0% Hedged)

0.4%

2.7%

11.0%

0.009

Non-US Developed Bonds (50% Hedged)

0.6%

2.9%

6.5%

0.046

Non-US Developed Bonds (100% Hedged)

0.7%

3.0%

4.0%

0.100

Emerging Market Bonds (Sovereign USD)

2.6%

5.0%

13.5%

0.178

Emerging Market Bonds (Corporate USD)

2.5%

4.9%

11.5%

0.200

Emerging Market Bonds (Sovereign Local)

4.0%

6.4%

14.5%

0.262

Hedge Fund-of -Funds 2

2.0%

4.3%

9.5%

0.179

Hedge Fund-of -Funds 2 (Buy List)

3.1%

5.5%

9.5%

0.305

Broad Hedge Funds 3

3.3%

5.7%

9.5%

0.326

Broad Hedge Funds 3 (Buy List)

4.7%

7.1%

9.5%

0.474

Real Estate (Core)

2.9%

5.3%

11.5%

0.235

U.S. REITs

4.3%

6.7%

19.0%

0.216

Commodities

3.4%

5.8%

17.0%

0.188

Private Equity

6.0%

8.4%

24.5%

0.237

Inf rastructure

4.7%

7.1%

15.0%

0.300

U.S. Inf lation

0.0%

2.3%

1.5%

-0.200

Multi Asset Credit

4.2%

6.6%

9.5%

0.421

Equity Insurance Risk Premium - High Beta

3.7%

6.1%

11.0%

0.318

Equity Insurance Risk Premium - Low Beta

3.7%

6.1%

5.5%

0.636

Fixed Incom e

Alternative Investm ents

1

All expected returns are geometric (long-term compounded; rounded to the nearest decimal) and net of investment fees. Expected returns presented are models and do not
represent the returns of an actual client account. This presentation is intended to document Aon Hewitt Investment Consulting, Inc.’s forward-looking expected returns for asset
classes on a one- to three-year time horizon. The views expected in this report are AHIC’s forward-looking expectations based on informed historical results. There can be no
guarantee that any of these expectations will become actual results. This is not a managed portfolio and there are no actual assets associated with the model performance presented.
2 Represents diversified portfolio of Fund of funds investments (includes additional layer of fees at the FoF level).
3 "Represents diversified portfolio of Direct hedge fund investments.
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AHIC Capital Market Assumptions
As of June 30, 2018 (30 Years)

2
2
3
3

1

All expected returns are geometric (long-term compounded; rounded to the nearest decimal) and net of investment fees. Expected returns presented are models and do not
represent the returns of an actual client account. This presentation is intended to document Aon Hewitt Investment Consulting, Inc.’s forward-looking expected returns for asset
classes on a one- to three-year time horizon. The views expected in this report are AHIC’s forward-looking expectations based on informed historical results. There can be no
guarantee that any of these expectations will become actual results. This is not a managed portfolio and there are no actual assets associated with the model performance presented.
Correlations are based on expected returns.
2 Represents diversified portfolio of Fund of funds investments (includes additional layer of fees at the FoF level).
3 "Represents diversified portfolio of Direct hedge fund investments.
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AHIC Capital Market Assumptions
Explanation of Capital Market Assumptions—Q3 2018
The following capital market assumptions were developed by Aon Hewitt's Global Asset Allocation Team and represent
the long-term capital market outlook (i.e., 30 years) based on data at the end of the first quarter of 2018. The assumptions
were developed using a building block approach, reflecting observable inflation and interest rate information available in
the fixed income markets as well as Consensus Economics forecasts. Our long-term assumptions for other asset classes
are based on historical results, current market characteristics, and our professional judgment..
Inflation – Expected Level (2.3%)
Based on Consensus Economics long-term estimates and our near-term economic outlook, we expect U.S. consumer
price inflation to be approximately 2.3% during the next 30 years.
Real Returns for Asset Classes
Fixed Income
Cash (0.3%) – Over the long run, we expect the real yield on cash and money market instruments to produce a real
return of 0.3% in a moderate- to low-inflationary environment..
TIPS (1.1%) – We expect intermediate duration Treasury Inflation-Protected Securities to produce a real return of
about 1.1%.
Core Fixed Income (i.e., Market Duration) (1.2%) – We expect intermediate duration Treasuries to produce a real
return of about 0.5%. We estimate the fair value credit spread (credit risk premium - expected losses from defaults
and downgrades) to be 0.7%, resulting in a long-term real return of 1.2%.
Long Duration Bonds – Government and Credit (1.4%) – We expect Treasuries with a duration comparable to the
Long Government Credit Index to produce a real return of 0.8%. We estimate the fair value credit spread (credit risk
premium - expected losses from defaults and downgrades) to be 0.6%, resulting in an expected real return of 1.4%.
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AHIC Capital Market Assumptions
Explanation of Capital Market Assumptions—Q3 2018
Long Duration Bonds – Credit (1.9%) – We expect Treasuries with a duration comparable to the Long Credit Index

to produce a real return of 0.8 %. We estimate the fair value credit spread (credit risk premium - expected losses
from defaults and downgrades) to be 1.1%, resulting in an expected real return of 1.9%.
Long Duration Bonds – Government (0.8%) – We expect Treasuries with a duration of ~12 years to produce a real
return of 0.8% during the next 30 years.
High Yield Bonds (2.6%) – We expect intermediate duration Treasuries to produce a real return of about 0.5%. We
estimate the fair value credit spread (credit risk premium - expected losses from defaults and downgrades) to be
2.1%, resulting in an expected real return of 2.6%.
Bank Loans (3.4%) – We expect LIBOR to produce a real return of about 0.9%. We estimate the fair value credit
spread (credit risk premium - expected losses from defaults) to be 2.5%, resulting in an expected real return of 3.4%.
Non-US Developed Bonds: 50% Hedged (0.6%) – We forecast real returns for non-US developed market bonds to
be 0.6% over a 30-year period after adjusting for a 50% currency hedge. We assume a blend of one-third investment
grade corporate bonds and two-thirds government bonds. We also produce assumptions for 0% hedged and 100%
hedged non-US developed bonds.
Emerging Market Bonds (Sovereign; USD) (2.6%) – We forecast real returns for emerging market sovereign
bonds denominated in USD to be 2.6% over a 30-year period.
Emerging Market Bonds (Corporate; USD) (2.5%) – We forecast real returns for emerging market corporate bonds

denominated in USD to be 2.5% over a 30-year period.
Emerging Market Bonds (Sovereign; Local) (4.0%) – We forecast real returns for emerging market sovereign
bond denominated in local currency to be 4.0% over a 30-year period.
Multi Asset Credit (MAC) (4.2%) – We assume real returns from beta exposure to high yield, bank loans and emerging
market debt to add 3.2% plus 1.0% from alpha (net of fees) over a 30-year period.
Proprietary & Confidential
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AHIC Capital Market Assumptions
Explanation of Capital Market Assumptions—Q3 2018
Equities

Large Cap U.S. Equity (3.9%) – This assumption is based on our 30-year outlook for large cap U.S. company
dividends and real earnings growth. Adjustments are made for valuations as needed.
Small Cap U.S. Equity (4.4%) – Adding a 0.5% return premium for small cap U.S. equity over large cap U.S. equity
results in an expected real return of 4.4%. This return premium is theoretically justified by the higher risk inherent in
small cap U.S. equity versus large cap U.S. equity, and is also justified by historical data. In recent years, higher small cap
valuations relative large cap equity has reduced the small cap premium.
Global Equity (Developed & Emerging Markets) (4.9%) – We employ a building block process similar to the U.S.
equity model using the developed and emerging markets that comprise the MSCI All-Country World Index.
Our roll-up model produces an expected real return of 4.9% for global equity.
International (Non-U.S.) Equity, Developed Markets (4.9%) – We employ a building block process similar to the
U.S. equity model using the non-U.S. developed equity markets that comprise the MSCI EAFE Index.
Emerging Market Stocks (5.6%) - We employ a building block process similar to the U.S. equity model using the
non-U.S. emerging equity markets that comprise the MSCI Emerging Markets Index.
Equity Risk Insurance Premium Strategies- High Beta (3.7%) – We expect nominal returns from insurance equity risk
premium to average 3.5% plus 2.6% from cash & dividends over the next 30 years.
Alternative Asset Classes
Hedge Fund-of-Funds Universe (2.0%) – The generic category “hedge funds” encompasses a wide range of strategies
accessed through “fund-of-funds” vehicles. We also assume the median manager is selected and also allow for the
additional costs associated with Fund-of-Funds management. A top-tier portfolio of funds (hedge fund-of-funds buy-list)
could add an additional 1.1% in return at similar volatility based on alpha, lower fees and better risk management.
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AHIC Capital Market Assumptions
Explanation of Capital Market Assumptions—Q3 2018
Hedge Fund-of-Funds Buy List (3.1%) – The generic category of top-tier “hedge funds” encompasses a wide range of
strategies accessed through “fund-of-funds” vehicles. We assume additional costs associated with Funds-of-Funds
management. To use this category the funds must be buy rated or we advise on manager selection.
Broad Hedge Funds (3.3%) – Represents a diversified portfolio of direct hedge fund investments. This investment will
tend to be less diversified than a typical “fund-of-funds” strategy as there will be fewer underlying managers and will not
include the extra layer of fees found in a Fund-of-Funds structure.
Broad Hedge Funds Buy List (4.7%) – Represents a diversified portfolio of top-tier direct hedge fund investments. This
investment will tend to be less diversified than a typical “fund-of-funds” strategy as there will be fewer underlying
managers and will not include the extra layer of fees found in a Fund-of-Funds structure. To use this category the funds
must be buy rated or we advise on manager selection.
Core Real Estate (2.9%) – Our real return assumption for core real estate is based on a gross income of about 4.0%,
management fees of roughly 1%, and future capital appreciation near the rate of inflation during the next 30 years.
We assume a portfolio of equity real estate holdings that is diversified by property type and geographic region.

U.S. REITs (4.3%) – Our real return assumption for U.S. REITs is based on income of 4.3% and future capital
appreciation near the rate of inflation over the next 30 years. REITs are a sub-set of the U.S. small/mid cap equities.
Commodities (3.4%) – Our commodity assumption is for a diversified portfolio of commodity futures contracts.
Commodity futures returns are composed of three parts: spot price appreciation, collateral return, and roll return
(positive or negative change implied by the shape of the future curve). We believe that spot prices will converge with
CPI over the long run (i.e., 2.3%). Collateral is assumed to be LIBOR cash 0.9%. Also, we believe the roll effect will
be near zero, resulting in a real return of approximately 3.4% for commodities.
Private Equity (6.0%) – Our private equity assumption reflects a diversified fund of funds with exposure to buyouts,
venture capital, distressed debt, and mezzanine debt.
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AHIC Capital Market Assumptions
Explanation of Capital Market Assumptions—Q3 2018

Infrastructure (4.5%) – Our infrastructure assumption is formulated using a cash flow based approach that projects
cash flows (on a diversified portfolio of assets) over a 30 year period. Income and capital growth as well as gearing
levels, debt costs and terms, relevant tax and management expenses are all taken into consideration. Our approach
produces an expected real return of 4.5% for infrastructure.
Equity Risk Insurance Premium Strategies- Low Beta (3.7%) – We assume nominal returns from cash of 2.6% + 3.5%
from alpha.
Private Debt – Direct Lending (5.4%) – We assume spread over bank loans to be approximately 1.9% to reflect illiquidity
premium, origination fees and 100% leverage, net of management fees.

Volatility / Correlation Assumptions
Assumed volatilities are formulated with reference to implied volatilities priced into option contracts of various terms, as
well as with regard to historical volatility levels. For asset classes which are not marked to market (for example real
estate), we “de-smooth” historical returns before calculating volatilities. Importantly, we consider expected volatility trends
in the future – in recent years we assumed the re-emergence of an economic cycle and a loss of confidence in central
bankers would lead to an increase in volatility. Correlation assumptions are generally similar to actual historical results;
however, we do make adjustments to reflect our forward-looking views as well as current market fundamentals.
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About Pension Asset-Liability Analysis Material
This material includes a summary of calculations and consulting related to the finances of Mendocino County Employees' Retirement Association
(MCERA). The following variables have been addressed:
▪ Contributions
▪ Economic Cost
▪ Funded Ratio
This analysis is intended to assist the Investment Committee with a review of the associated issues and options, and its use may not be appropriate
for other purposes. This analysis has been prepared solely for the benefit of the Investment Committee. Any further dissemination of this report is
not allowed without the written consent of Aon Hewitt Investment Consulting, Inc.

Our calculations were generally based on the methodologies identified in the actuary’s valuation report for MCERA. We believe the methodology
used in these calculations conforms to the applicable standards identified in the report.
Experience different than anticipated could have a material impact on the ultimate costs of the benefits. In addition, changes in plan provisions or
applicable laws could have a significant impact on cost. Actual experience may differ from our modeling assumptions.
Our calculations were based on data provided by the plan actuary. The actuarial assumptions and methods and plan provisions reflected in these
projections are the same as those used for the June 30, 2017 actuarial valuation for MCERA as noted in the actuarial reports, except where noted
in this report. Unless specifically noted, our calculations do not reflect any other changes or events after June 30, 2017.
In conducting these projections, we have relied on plan design, demographic and financial information provided by other parties, including the
plan’s actuary and plan sponsor. While we cannot verify the accuracy of all of the information, the supplied information was reviewed for
consistency and reasonableness. As a result of this review, we have no reason to doubt the substantial accuracy or completeness of the
information and believe that it has produced appropriate results.
These projections have been conducted in accordance with generally accepted actuarial principles and practices, including applicable Actuarial
Standards of Practice as issued by the Actuarial Standards Board. The undersigned actuary is familiar with the near-term and long-term aspects of
pension valuations and meet the Qualification Standards of the American Academy of Actuaries necessary to render the actuarial opinions
contained herein. All sections of this report are considered an integral part of the actuarial opinions.
To our knowledge, no associate of Aon Hewitt Investment Consulting, Inc. providing services to MCERA has any direct financial interest or indirect
material interest in MCERA. Thus, we believe there is no relationship existing that might affect our capacity to prepare and certify this report for
MCERA.
Aon Hewitt Investment Consulting, Inc.
Phil Kivarkis FSA, CFA
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Legal Disclosures and Disclaimers
Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc. (“AHIC”). The information contained
herein is given as of the date hereof and does not purport to give information as of any other date. The delivery at any time shall not,
under any circumstances, create any implication that there has been a change in the information set forth herein since the date
hereof or any obligation to update or provide amendments hereto.
This document is not intended to provide, and shall not be relied upon for, accounting, legal or tax advice or investment
recommendations. Any accounting, legal, or taxation position described in this presentation is a general statement and shall only be
used as a guide. It does not constitute accounting, legal, and tax advice and is based on AHIC’s understanding of current laws and
interpretation.
This document is intended for general information purposes only and should not be construed as advice or opinions on any specific
facts or circumstances. The comments in this summary are based upon AHIC’s preliminary analysis of publicly available information.
The content of this document is made available on an “as is” basis, without warranty of any kind. AHIC disclaims any legal liability to
any person or organization for loss or damage caused by or resulting from any reliance placed on that content. AHIC. reserves all
rights to the content of this document. No part of this document may be reproduced, stored, or transmitted by any means without the
express written consent of AHIC.
Aon Hewitt Investment Consulting, Inc. is a federally registered investment advisor with the U.S. Securities and Exchange
Commission. AHIC is also registered with the Commodity Futures Trading Commission as a commodity pool operator and a
commodity trading advisor, and is a member of the National Futures Association. The AHIC ADV Form Part 2A disclosure statement
is available upon written request to:
Aon Hewitt Investment Consulting, Inc.
200 E. Randolph Street
Suite 1500
Chicago, IL 60601
ATTN: AHIC Compliance Officer
© Aon plc 2018. All rights reserved.
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