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Overview — Onboarding & Project Plan

Projected
Activity/Task Owned By Participants Start Date Completion Date

Risk System Implementation Verus/MSCI  Verus, BarraOne, SJ Staff Q2 2017 Q4 2017

Risk Dashboard Verus Verus Q1 2017 Q4 2017
Assessment — Current State Verus Verus, SJ Staff Q12017 Q2 2017
ASSERIEAES ANETER B o Verus, Trustees, SJ Staff Q12017 Q3 2017
Tolerance

Des.lg.n ~ Risk Philosophy & Verus Verus, SJ Staff, Trustees Q4 2017 Q2 2018

Policies

Bk e Verus Verus, SJ Staff, Trustees Q4 2017 Q2 2018

Communication Report

7
Verus”’
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Risk System Implementation

— Implementation of the risk system starts by building infrastructure to feed San Jose’s
investment data into the risk system (BarraOne).

Step 1: Step 2: Step 3:

Feed data into Audit data and Create
the risk system ensure accuracy procedures

from the of the loadings around data
custodian & loading to ensure
alternative timely data
assets delivery

City of San Jose - Risk Advisory Project Plan 6

-
VeI‘uS77 April 2017



Risk Dashboard

— Verus’ independently creates Risk Dashboards, which are designed for calculating and
communicating the level and nature of risk in client portfolios. These are a key element of our
risk management approach.

— We do not rely on one or a few numbers to look at risk, but rather use a “multiple lens
approach” to look at risk.

1 Portfolio risk

ONONONE

Portfolio: 8.3% Target: 7.8% Liahility: 1

2 Portfolio equity beta

(h |) m (L 1)
Fortfolio: 0.55 Target: o.50 Avg. Pension: 0.61

3 Portfolio interest rate risk - Duration

SEVNNS

Portfolio: 4.6 Target: 5.6

_’—,7 City of San Jose - Risk Advisory Project Plan 7
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Assessment — Current State

— In order for us to develop the best risk management framework, first we need to start by
reviewing important information regarding the plan as well as governing documents.

Investment Policy Existing Risk Policies &
Statements Procedures

Current State
Assessment

Other Plan Governance
Documents

Actuarial Studies

City of San Jose - Risk Advisory Project Plan
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Assessment — Enterprise Risk Tolerance

— This process starts by identifying board investment objectives and beliefs. Properly
assessing
— Enterprise Risk Tolerance involves identifying issues affecting the plan Enterprise
o : . - : Risk
= This will help us determine both the willingness and ability to accept risk.
g P Tolerance
— Risk management education will be critical in this process to help the board to haS
make more informed decisions. 1mportant
Risk Tolerance _and praqtmal
1mplications
1 for
Investment
Naive Capitalizing strategy
development
E
Protective Defensive
Ability .
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Design — Risk Philosophy & Policies

— Risk management is a culture, not a system.

— There are many useful tools available to quantify various investment risks, but it
is more critical that the investment committees, staff, and consultants are
appropriately thinking about risk.

= Naturally, when an organization uses a framework that is relevant for everyone
involved, communication is greatly improved.

— Solidifying risk philosophy and policies will increase the likelihood of successfully
implementing a risk management framework and ensuring it is included in
decision-making going forward.

City of San Jose - Risk Advisory Project Plan 12
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Risk Management Tool — Communication
Report

1 Total portfolio active risk
3 30160330 o 0 Board

Risk management involves understanding the R ——

major drivers of risk in your portfolio and ==
ensuring the exposures to those risks are

intentional. Communication reports will be o
customized based on risk philosophy and A — By . =
policies and may include: - T

- Relative Factor Risk

Apr 2016 Jul 2016 Oct 2016

- Asset class weight

_Tail Risk — = T
- Beta o
. 100 _‘R
- Duration
Apr 2016 1 201 a1

- Leverage
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San Jose Risk Advisory Onboarding & Project Plan

Task Name

16 |=| BarraOne Risk Implementation p= —

17 Finalize Barra Contract —_

18 [= Finalize index licensing with MSCI ==

19 Investigate Policy Benchmark using alternative indexes |

20| [=| Risk Dashboard Creation N|
21 MSCI BarraOne Implementation Service Kick-Off Ij

22 Build Dashboard programatically -.'

23 Creation of Proxy Dashboard (all index based) —_|

24 BOARD DELIVERABLE: Q1 2017 Risk Dashboard (all index) ||

25 [#] Creation of Holdings-Based Dashboard *—
38 BOARD DELIVERABLE: Q2 2017 Risk Dashboard (hybrid) * ‘
39 BOARD DELIVERABLE: Q3 2017 Risk Dashboard (holdings based)

41| [=| Current State Assessment == I !

42 Review Actuarial Studies #

43 Review Investment Policy Statements m

44 Review Risk Policies _.I

45 BOARD DELIVERABLE: CURRENT STATE ASSESSMENT PRESENTATION ‘—

46 E] Enterprise Risk Tolerance ; ; ;

47 Trustee Meetings / Conference Calls (Willingness, if needed) #

48 Board Investment Objectives and Beliefs #

49 Issues Affecting Plan / Actuary Meetings (Ability) #

50 Board Education: Using Risk as a Management Tool #

51 BOARD DELIVERABLE: ENTERPRISE RISK TOLERANCE PRESENTATION & DISCUSSION

53| [=| Risk Philosophy & Policies

54 Modify Existing Risk Policies Based on Risk Dashboard Data

56 Identification of metrics to include in report

57 Build out report infrastructure

58 Build history for communication trendlines

59 BOARD DELIVERABLE: Q4 2017 Risk Dashboard & Risk Management Tool _ ‘ ‘ ‘
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