INVESTMENT SUZCOMMITTEE OF THE NORTH CAROLINA SUPPLEMENT LD
RETIREMENT BOARD OF TRUSTEES

MINUTES OF MEETING
November 10, 2016

Time and Loeation; Investment Subcommitiee (the “Subcommitice™) of the North Carolina

Suppiemental Retirement Board of Trustees (the ~Board ™) met a1 8:30 a.m. vn Thursday.
November 10, 2016. in the Dogwood Conference Room of Longleaf Building. 3200 Aflantic
Avenue. Raletgh. North Carolina,

Members Preseat: Toc following members were present: Melinda Baran. Chair. Xarin Cochran,

and Hal McKinney. Robert Orr attended via telephone.

Staif and Guests present: The following statt and suests attended the meeting, From the
i) famd =

Department of State | reusurer: Steve Toole. Mary Buonfiglio, Paui Lall, Loren de Mey. Kevin
SigRist. Rhonda Smith. Casey High. Joan Fontes. Reid Chisholm. Rekha Kiishnan, Catherine
Jarboe, and Maja Moseley. From Mereer: Kelly Henson and Wikl Dillard. Irom Prudential:
Michael McCoaun, Ann Cushman. Aaron Koval, und Kathleen Nevilie. Jessica Quimby attended
via telephone. From Gailiard: William Weber and Carrie Callahan.

AGENDA TTEM — WELCOME AND INTRODUCTIONS

The meeting convened at 831 am.

The Chair welcomed e staff and guests.

AGENDA ITEM — K THICS AWARENESS AND IDENTIFICATION OF CONKFLICTS
OR POTENTIAL CONFLICTS OF INTEREST

The Chair asked Subcemmitiee members to review the agenda for the meeting and dentify anv
actual. unplied or potential conflicts of interest. There were no conflicts identitied.

AGENDA ITEM —~ MINUTES FROM AUGUST 18, 2016 INVESTMENT
SUBCOMMITTEE MEETING

The Chair stated that the minutes have already been approved and are included for reference
only: no action is necded.
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achicve the best mix of both. Ms. Buonfiglio noted that the benchmarking analyvsis that CEM

pertorms for the plans includes the value added by active management,

AGENDA ITEM - GIIDEPATH PROJECT UPDATE

The Chair recopnized Mr. SigRist and Ms. de Mey who outlined for the Subcommiitee members
the proposed Glidepath and plan design timeline. Ms. De Mey neted that the staff will be ready
to make a recommendation during February and March 2017 Subcommiitoe and Board meetings.
She emphasized that the performance of the Glidepath manager will be monitored in the same
way the other investment managers are being monitored and wil] be veporied out to the
Invesiment Subcommilice. Mr. SigRist added that plan design will also be discussed. with a
formal reeommendation planned for June 2017,

A discussion regarding delegation of authority for the Giidepath manager followed.

A break took place [rom 10:07 aum. unil 10:15 a.m.

AGEMDA ITEM - FiIXED INCOME SEARCH

Ms. de Mey directed the atiendees™ atiention to the mentorandum and action recommended for

replucing the JP Morgan Core Bond strategy. She provided the highlights of the due diligence
search process, which involved three finalists and provided a deseription of the candidate
ultimately selected: Trust Company of the West (TCW). Ms. de Mey thanked Ms. Smith. Mr.

S1gRist and Mr. High for their assistance during the search.

=

Mr. Toole noted the investment management fee difference between J.P. Morgan and TCW. Ms.
de Mey emphasized that TCW agreed to a three~-month fee holiday for the first year and that
TCW offers a large account fee schedule which declines as assets under management inereases.
Mr. SigRist added that. because this manager’s strategy Is core plus, there is a polentially higher
valuc-added contribution, and this strategy typically has higher lees compared to core. M,
Hensoen confinmed that Mercer continues 10 support the initial recommendation to replace the
manager and also supports the final selection.

The Chair entertained a motion to replace the J.P, Morgan Core Bond strategy with the TCW
Core Plus Bond strategy within the NC Fixed Income Fund, Ms. Cochran so moved and Mr.
McKinney seconded. The motion passed unanimously.

AGENDA ITEM — INVESTMENT COMPLIANCE REPORT REVIEW

Ms. de Mey presented the summary of the compliance reporting for the 3% quarter, noting two
guideline updates. There were no other material changes. The SRP compliance officer continues
the daily monitoring.

AGENDA ITEM- NC 483(b) PROGRAM 3¢ QUARTER INVESTMENT
PERFORMANCE REVIEW
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AGENDATTEM - 51 BCOMMITTEE MEMBERS QUESTIONS/COMMENTS
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Ms. Buonfiglio remind

the attendees” that a special Board meeting is scheduled for November
ble the staff to proceed with the mid-February NC 403(
transition. She thanked Board members for their extra effort and time commitment.

28, 2016, which will enab!l

3(b) Program

AGENDA ITEM — PUBLIC COMMENT

There were no public comments.
The Chair entertained a motion to adjourn. Ms. Cochran so moved and Mr. McKinne
T'he motion passed unar

acll

4 econded.
riimously and the meeting adjourned at 10:49 a.m.
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