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PHILOSOPHY

The Public EmployeéRetirement System will act in accordance with the
highest standards of ethics, accountability, efficiency, and openness. We recognize
that our members, re¢ies, and employers are entitled to expect excellence in the
conduct of the operation of the Retirement System. To this end, we pledge to
conduct our affairs for the exclusive benefit of our members and retirees; to invest
the assets of the System in agent and weltliversified program; and to deliver

service in amccurate, timely, courteous, and efficient manner.

MISSION

It i s the mission of the Public Empl

¢ Provide public workers and their dependents with a retirenmegtam
that provides a reasonable base income for retirement or for periods where

a disability has removed a workeearning capacity.

¢ Encourage those workers to enter into and remain in government service
for such periods of time to give public emplayand the people of the

State of Nevada the full benefit of their training and experience.



PLANNING PROCESS

The Retirement Board and System staff members are dedicated to serving
members, beneficiaries, and employers to the best of their abilfitee goal of the
strategic planning process is to ensure that our organization and business processes
continue to efficiently and effectively meet the needs of our stakeholders. The
planning processstablishegoals and strategies atlow the Systento fulfill its
mission. The planning process;luding this Strategic Plan and tBgerational
Yearly Plan, sets performance guidelines and measurements to assist in the strategic
planning process. Engaging in this process, the System has adoptdduhego

strategic planning and performance monitoring model:

f

The planning and success monitoring process will be an ongoingvitiop

the mission at its core.



CORE VALUES

Thefollowing chartdepicts the relationship of tfey s t era datues
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¢ Service Provide the most efficient and effective service to our members,

retirees, and public employers.

¢ Integrity Conduct operations in an ethical and fair environment while
adhering to the highest standards of professional conduct in our

interactionswith all stakeholders.

¢ Leadership Develop strong performance through staff development,
technology, and innovative leadership and management strategies.



¢ Work Environment Sustain a work environment that promotes quality,

respect, communication, coop8on, trust, and personal development.

¢ Accountability Take responsibility for our actions and results.

¢ Communication Implement education and communication initiatives to

ensure broad stakeholder understanding of the System and its operations.

¢ Fisca ConservatismMaintain a realistic recognition of plan costs to
govern the System in a fiscally conservative manner that balances the
interests of all stakeholders including members, retirees, employers, and

taxpayers.

ORGANIZATION AND HISTORY

The Sysem was established by the Nevada State Legislature in 1947. By July
1, 1949, the System had approximately 3,000 members and 64 retirees. At the end
of fiscal year 208, the System had7B participating public employer06,123
active members, an@3.20 retirees and beneficiaries. The System is comprised of
two subfunds, the Regular stfiond, consisting of members who are not police or

fire employees, and t-fhne. Pol i ce and Fire

The System also administers the Judicial Retiremene8ysind the
Legi sl atorsod6 Retir eme mitheSudisial Retmement As o f
System ha@1 activemembers4 inactive vested membeiand40retirees and
beneficiaries. AsofJanuary1,Z)0 t he Legi sl atorsd Retire
of 45 active legislatorsl5 inactive members entitled to future benefits, and 6
retirees and beneficias.



The System is governed by the Retirement Bodndh consists of the
following seven membersGeorge Steveng&hair,Mark Vincent Vice-Chair,
Jame GreenDavid KallasBart Mangino, Charles Silvestand Warren Wish. The
Executive Officer is responsible for the management of the Sy3teenExecutive
Of ficerds responsibilities extend to al
Officer and tle Investment Officesupportthe Executive Officer. The Operational
portion of the System is divided into fougmhrtmentsach headed by a director:
Accounting, Information Technology, Employer and Production Services, and
Member and Retiree ServiceBhe Investment portion of the System includes the
Assistant Investment Officehe Internal Audit Division is responsible directly to

the Retirement Board and the Executive Officer

Senate Bill 457 of the 2007 Legislature requires the Retirement Bahirt
as the Retirement Benefits Investment Board, to establish a fund for the purpose of
investing monies from State and local government trust funds created to fund
liabilities associated with Other Pdsmployment BenefitfOPEB) The
RetiremenBendits InvestmenBoard has established the Retirement Benefits
Investment FundAs of June 30, 2@) this fund hashreeparticipating public

employer
GOALS AND OBJECTIVES
1. Provide accurate, timely, and understandable seandesuperior informatio

to retirees, members, and public employers and maintain accurate and

accessible accounting records.



(a)Make benefit payments in accordance with statutory requirements
and Board policy.

(b)Respond to normalrocess requests in an accurate and
understandable amner and in accordance with established
performance expectations.

(c) Provide high quality customer service and education that enables
members and employers to make informed and timely retirement
decisions, including a detailed statement of salary, contifmti
service, and beneficiary information.

(d)Apply best practices to safeguard the confidentiality, integrity, and
availability of NVPERS®Iinformation assets, in support of the

business objectives of the System.

2. Administer an investment program desigiedchieve the Systéminvestment
objectives within the framework of the Nevada Revised Statutes, specific

policies, and directives adopted by the Board.

3. Conduct a legislative program that is responsive to the majority interest of
members, benefit rgments, and public employers while protecting the fiscal

and actuarial integrity of the System.

4. Protect the actuarial integrity of the System and strive for a state of fiscal
soundness so that each generation of employees will be able to meet the
financial needs of their own retirement and so that no financial burdens will be

passed on to future employees for past benefits paid.



STRATEGIES

Investments

We wi | | admini ster a program desi gne
objectives within théramework of the Nevada Revised Statutes, specific policies,

and directives adopted by the Board. To that end, future efforts will focus on:

1. Maintaining realistic capital market return and risk expectations.

22 Ensuring PERSO as s adasomablybe expettéddon st r a
generate an 8% return while minimizing risk over the long term.

3. Maintaining PERSO disciplined, l ong
market uncertainty.

4. Researching investment opportunities that are not currently inclodkd
program to determine if their addition would enhance the risk/return profile
of the fund.

5. Maintaining asimple,high quality, diversified portfolio.

6. Continuing to employ a consistent, cost effective investment approach.

Operations-

We will provide timely, accurate, and castective service to our members

and beneficiaries. We will focus on the following:

1. Staff will use the automated workflow system to monitor, measure, and
evaluate our response to inquiries from members and retirees iri@rde
identify those areas where service delivery can be improved.

2. Enhanced web functionalityill be a priority to improve our service to



members, beneficiaries, and employers.

3. Staff will work to enhance system member and retiree communications,
through contined growth of the communications initiative, including
publicationsand online and livepresentations.

4. Emphasis will be placed on employee trainingritsureaccurate and
understandable customer service.

5. Annually, PERS will receive th@overnment Finance Officers Association

(GFOA) Certificate of Achievement for Excellence in Financial Reporting.

Actuarial Management

Ongoing efforts to manage funding for the System on an actuarial reserve
basis will require careful analysis over tiwizon of the strategic plan. Economic
trends and their effect on funding will be review&laff will continue to monitor
the Systembébs funding policy in order to

contribution rate stability.

Legislative-

We will conduct the legislative program adopted by the Board, which is
responsive to the majority interest of members, benefit recipients, and public
employers while protecting the financial integrity of the System.

Public Relations-

PERS will maintam a reputation of credibility for the System with

employers, members, retirees, legislators, and the public.



INTERNAL ASSESSMENT

Investment Program

PERS® common sense investment phil os
tested investment principlesh®® Boar dds wunwavering c¢commi
investment approach and disciplined implementation of its long term investment
strategy has been the most i mportant f a

performance and competitive risk/return profile.

PERS® investment philosophy centers
the global capital markets and systematically buying assets low and selling them
high. To implement this strategy, we emphasize a simple, low cost structure that
relies primary on asset allocation, rebalancing and index management. There are a

number of advantages to this approach, including:

o A common sense investment approach grounded in high quality

assets is transparent and easily understood by our members and

beneficiaries.
o PERS® phil osophy focuses decisions
rebal ancing, the areas where we are |

demonstrated competitive advantage.

o In negative capital market environments, there is political and
credibility risk in losirg money in untested or esoteric strategies. Our
members understand if large capitalization U.S. stocks drop in value.
They have a much harder time getting comfortable with losses from
portable alpha, hedge funds or other alternative strategies.
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o Sophigicated and untested risk measurement systems (many of

which are of questionable accuracy) are not needed to monitor a

traditionally invested program.

. Al'l of PERSO stock and bond assets
custodian. Real estate assets are owned 1§®E&RBS. Directly

holding assets (as opposed to using commingled funds) enhances asset

security, liquidity, and monitoring.

o A simple program is lower cost, providing a quantifiable

competitive advantage.

The goal of the investment program is to mket8% longterm return
objective while exposing the fund to the least possible &gkccessfuinvesting
involves developing a thoughtful, focused leegn strategy and consistently
implementing that plan over time. Frequent changes can increasarmbstsiuce
efficiency. As a result, while the Board will make changes to management or
strategy as is warranted by circumstances, we will focus on making meaningful, less

frequent enhancements to the program.

To supporeffectiveprogram improvements ithe future, we will continue to
emphasize Board investment education and promote a collaborative discussion and
decision environment. Emphasis will be placed on continuity of strategy, oversight,
management and simplicity of portfolio structure. Thispvomote more efficient
monitoring and ensure any future changes to the plan are accretive to the risk/return

profile of the fund.

It appears that some institutional investors are considering the adoption of
tactical or finewostratehiediman efforiad adaptédodhep or t f o

recent negative capital market environment. The Board will continue take a long
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term view regarding portfolio strategy and maintain emphasis on its consistent,
common sense investment approach. This will moshfikesult in little change to
PERSO®G existing investment strategy. Th

members well going forward.

Operations Management

System Governance

The current environment of diminishing market returns, rising liatslitie
growing risk exposure, and increasingly demanding stakeholders has many
retirement systems returning to basics in the hopes of improving pension
performance and managing risk more effectively. One of the basic principles of
superior pension administiah begins with review of the governance framework of
the pension system, including governance politiegdefine clear roles and
responsibilities for Board and executive managemeéhé System contragivith a
provider of governance review servicesfiduciaries in the public pension sector
The Systembs existing goverimaerbeee pr i nci
revised to better define the role of the Retirement Board and executive management,
guide the conduct and decistoraking of the Retement Board, and document and
preserve the Systembs policies for curr
staff. TheBoardwill review the charters and policies om @ahgoing andegular

basis and revise them as necessary.

Member Communications

Timely and effectivéiduciary communication with our members,

beneficiaries, and employers is a key e
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Staff will focus on communication to stakeholders so that they understand the
mission and performance of thgsgm as well as the structure and value of
retirementenefits. During the strategic horizon, staff will review new technology
tools to provide alternative methods of communication with our members, including

increased use of online services.

Internal Controls

Board policy requires an independent
about the effectiveness of the Systemos
every five years. The examinatismasperformed by a qualified auditduring
fiscalyyar 2006. The auditor opined that m
maintained effective internal control over financial reporting as of June 30,i2005
fairly stated. The next internal controls examination will be conducted during fiscal
year 201 to include financial reporting as of June 30, 20ibthe period between
examinations, staff will continue to diligently monitor and update internal controls

as necessary.

Staffin

Ensuring adequate staffing levels to meet increasing servics, reedito
member and retiree population growth, will continue to be a primary goal of
operations managemertffectively focusing resources to sustain the high quality
work force in the agency will drive our review. We will continue to pro@gstem
stdf with training in the skill sets, policies, and procedures that enable them to
perform their respective duties.



During the 2016201 1biennium, System employees are subject to mandatory
furlough requirements of one day per month. We will contiowensure we are
able to meet member, retiremdemployer needs with this reduced furlough

staffing through careful and efficient management of available resources.

Disability Retirement and Remployment Approval Process

The Retirement Act providesdisability retirement program for members.
Disability retirements and femployment by disability retirees must be approved by
the Retirement Board. During the strategic horizon, staff will study the current
disability retirement and remployment proess to ensure its continued
effectiveness and efficiency given theeoadl growth of the System and recommend

appropriate revisions to the Retirement Board.

Board Appeal Process

The Official Policies of the System provide for appeals to the Boaadyby
member, retired employee, benefit recipient, respective spouse, or any person having
a claim against the System. The Retirement Act and applicable case law restricts the
Retirement Boardbés ability to take acti
horizon, staff will study the current appeals process in light of the Retirement
Boardds constitutional and statutory au
members, retirees, benefit recipients, emplqyerd other interested parties. Staff

will recommend appropriate revisions to the Retirement Board.
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Legal Management

Recent experience of the Retirement System in litigation (both with
employers and membelg)d to areviewof our legal representationVhile the
At tor ney Ge n eansasterdlyg pro@ded representatiansto Nevada
PERS, on several occasions in the recent past PERS either experienced conflicts
requiring outside counsel, or difficulty in resource availability, given the magnitude
of issues and liabilities associated wattrust fund of this sizeDuring fiscal year
2007, the Retirement Board adopted a legal managementipiarplan established
the framework within which the System manages legal relationships and determines
the legal resourcdalatwill best serve thenterests of the SystenDuring the
strategic horizon, we will manage the

with this framework

Operational Performance Benchmarking

The System participated in a performance benchmarking service whereby
cusbmer response, complexity, workload volumes, and activity cost data are
compared to other public pension funds participating in the progfamanalysis
shows that PERS provides a level of service close to the peer average at a
substantially lower admisiration cost than the peer averaB&RS will continue to
participate in this performance benchmarking service and periodically review

methods to improve customer service in a cost efficient manner.

Technology

PERS technology efforts are driven hystmess goals as well as statutory and

pension fund industry mandateStaff will examine enhancements to member and
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retiree accessibility through increased use of the Internet, as well as improvements
to our website, to provide for a more interactiveezignce.We will continue to
review the standardization of informatioBmphasis will be placed on the efficient

delivery of information and services to all stakeholders through use of technology.

PERS is dedicated to maintaining a state of thpearsion management
system that i s ¢ ap aperatonabneedglreSdSystend i ng f or
successfully completed the migration of the current pension processing system
from the Forte product to a Java based system. This migration was necessary due
to the announced end of life of the Forte product. The Java migration allowed the
System to keep the functionality of the current pension processing system, with
virtually no interruption to the end users, while migrating to a system that will
continue tobe supportable. This project was accomplished ahead of schedule and

on budget.

Senate Bill 427 of the 2009 legislative session modified the benefit structure
for new members hired on or after January 1, 2010. During this strategic horizon,
the Systenwill make modification to the pension management system to

incorporate these modifications.

Business Continuity

During the last strategic planning cycle, the System developed a fully
replicated disaster recovery sit€ontinuous testing of the funchality of each of
the Systemds departments is ceondedcsed b
ongoing availability.During the strategic horizon, expanded testing will include
response to different scenarios involvirggious degrees of business inigtion.
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Retiree Reemployment

Assembly Bill 555 of the 2001 | egi sl
employment restrictions to provide aremption for retirees who fill positions
declared to have a critical labor shortage by a public empl@gsate Bill 439 of
the 2003 legislative session enhanced the critical labor shortage designation process
by requiring employers to +eertify positions as critical after two yealBERS
conductedan experience study with data from the effective date of Adgesill
555 through June 30, 2004, in order to determine the relative cost of the benefit.
The experience study was approved by the Board in December 2004 and was

presented to the Interim Retirement and Benefits Committee on January 13, 2005.

AssemblyBill 488 of the 2009 legislative session enacted new retiree re
employment provisions for positions designated as critical labor shortage by the
appropriate governing authority for each public employédre legislation makes
clear that the designationagsly appropriate in cases of extreme need and provides
strict requirements be met to designate such a posifioa provisions oAssembly
Bill 488 require the System to conduct an experience study for the period July 1,
2009 to June 30, 2014 and delittee study to the Interim Retirement and Benefits
Committee on or before December 31, 2014. The provisions of Assembly Bill 488
expire on June 30, 201%taff will continue to monitor trends in retiree re

employment.



EXTERNAL ASSESSMENT

State Issus

Plan Design

The 2009 |l egislature reviewed PERSO6 |
the benefit structure for new employees hired on or after January 1, Batihg
the strategic horizon, staff will implement these modifications to the Systtm an

communicate legislative changes to our members, retirees, and employers.

Employers, both public and private, are investigating alternative pension plan
designs, for a variety of reasons including reductions in cost and workforce
planning. In reviewng this issue, PERS must discharge its fiduciary duty to act in
the best interests of our members and of our beneficiaries, while maintaining the
fiscal integrity of the fundDuring the strategic horizon, we continuatwlyze this
topic and the longerm effects that a change in plan design would carry. Variables
under review include benefit adequacy, plan funding, investment risk, plan leakage,
and public policy.

An additional study in the area of 0
strategigplanning process. The central focus of pension portability is to make our
pension plan more flexible to tineeds of a mobile workforc&ailoring benefits to

meet the needs of all members will continue to be a priority.

Issues related to OPEB have e a concern to our members, beneficiaries,
and employers. In Nevada, the System has been at the forefront of this issue by
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implementing the Retirement Benefits Investment Fund, as a separate unit, to assist
our employers with préunding their OPEB lialtities. We will continue to
participate in discussions regarding innovative methods to finance these liabilities to

the extent that it will benefit our members, beneficiaries, and employers.

Economic and Actuarial Management

The economic downturof the most recent period may impact budgetary
funding for public employers participating in the System. New economic and
demographic trends provide challenges to funding and benefit structure.
Membership continues to increase as a tighter fiscal emmaent faces public
employers and the legislature. The confluence of these events réftiRE€s0
monitor this issue and participate as appropriate, specifically as it relates to funding

for the System.

Managing the funding issue internally to PER$ lae paramount to overall
success of the System during these difficult times. Contribution rate stability is a
key goal of the Systeml'he System continually reviews trends in actuarial
liabilities and maintains a realistic recognition of plan costsder to govern the
plan in a fiscally responsible manner.
policy allows for solid pension plan governance that balances the interest of plan

members, employers, and taxpayers.

Contributions Rates

Due to re@nt market eventssignificantupward pressure on contribution
rates will continue throughout the strategic horizon period. Staff anticipates that
contribution rates will increase in both 2011 and 2013 as the full effects of the
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market downturn continueotbe absorbed in the actuarial valuations. During this
period, staff will work to manage expectations of stakeholders and other interested
partieson contibution rates through continued public relations outreach and

education regarding the financing anthnagement of the System.

Public Outreach

Timely and effective communication to all interested parties, including
policy makers, taxpayers, the public, and the media, regarding the mission and
performance of the System is a key component of our dweEnamunication
strategy to demonstrate that the System is effectively and efficiently fulfilling its

mission.

Outreach Outreach Outreach

Business

- Legislature

Taxpayers Retirees Executive

Other
Industry oli
e Employers rﬁak:rs

Staff will continue to develop outreach strategies to ensure appropriate
communication of the Systemobestedpartesi on a
including the use of new technology tools to disseminate important information
about the System.
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National Issues

Sustainability of Benefits and Financing to Ensure Affordability

Public pension plans across the country are focus#teaustainability of
benefits and appropriate financing of benefits. The basic financing formula for
pension plans is contributions plus income must equal benestexbenses. This
formula requires pension plans to look to three basic areas whederorgi
appropriate financingbenefit design, investment return, and contributions
Because of theecent economidownturn, plans are increasingly focusing on
contributions and benefitgven the financial stress of both employers and
employees Duringthe strategic horizon, staff wilbntinue to asses all strategies
terms of appropriate financing ensure the affordability of a benefit structure that

meets the mission of the System.

Social Investing

During the 2007 legislative session, sbamesting criteria became an
issue for the trust fundkequests were made that the Board of Trustees consider
divestment from certain assets held in trust based upon social grotmals.
System opposed these efforts since the fund is a trust and dhe iBast only
invest for the exclusive economic benefit of the members and beneficiaries of the
fund. The Nevada Constitution provides the framework for the trust nature of the
pension fund.It states:
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2. Any money paid . . for the purpose of fuding and
admini stering a public employeesdé¢
such money must never be used for any other purposes, and
they are hereby declared to be trust funds for the uses and
purposes herein specified.

Nevada Constitution, Article 9, section 2

The Office of the Attorney General issued an opinion statingAtiede 9,
Section 2 of the Nevada Constitution prohibits the Retirement Board from making
investment decisions that further a social interest and that are not in the exclusive
interestof the members and beneficiaries of the fubdiring the strategic
horizon,we will continue to respond to inquiries regardingesting based upon

social groundsonsistent with our fiduciary duties and the Nevada Constitution

Calculation of Liabiities

The method for calculating the liabilities associated with public pensions is
under debate nationally. The debate centers on the discount rate used to calculate
total liabilities. Several national organizations as well as academics are panticipa
in this ongoing dialogueDuring the strategic horizon, we will monitor and

participate in this debatas appropriate.

Accounting Issues

The Governmental Accounting Standards Board (GASB) is recognized by the
accounting profession as the bdbgt sets generally accepted accounting principles
for state and local governmentSASB periodically reviews all pronouncements

that have been effective for at least five ye®@ASB is currently in the process of
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reviewingStatements 25 and 27, sifiecto public pension planss these

statementbave been effective sind®96 and 1997, respectively.

The statedpurpose of the project is to consider the need for modification of
the current standard to meet the financial reporting objectives af@auability and
decision usefulness, including the extent to which interperiod equity has been

achieved.

Topics being considered in this project include

e The type ofinformation most imprtant for financial reporting

e When liabilities and expensesearecognized and what pensi
liability should be reported by the employer

e Alternative approaches to measure pension obligations, including
whether future changes should be included

e The appropriate discount ratdhe estimated longerm investment
yield of the plan arske gdd gq sd ne gdstgm+ sgd
rate, or the interest raten highquality municipal bonds

e Appropriateactuarial methodscludingactuarial cost methods,
amortization of the unfunded accrued benefit obligation, and the
acuarial value of plan assets

e Accounting principles forcostsharing plans

e Reporting by pension planacludingwhat liability should be reported
by the plan and whether changes in the unfunded accrued benefit

obligation should be a required part of finaatreporting.

Substantial modifications to GASB 25 and 27 could havesiaching
implications for the management and financing of public pension plursng the

strategic horizon, we will monitor and provide input to this project, as appropriate.
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Federal Issues

Federal developments having a potential financial or administrative impact on
our pension plan continue to be monitored. Initiatives to effect change in

Washington are very fluid and difficult to project over the strategic planning period

Internal Revenue Codéssues

The public employeesd6 retirement pl al
designated by the Internal Revenue Service (IR&)intaining this status is vital to
ful filling t h® maigtantthe statissve mustsrespoiadmuickly
and accurately to changes in federal laws and regulations from the IRS and

Department of Labor.

To ensure continued compliance with federal law, the Sylairfor an
updated determination as to plan qualification from Rf& for the PERS ph and
filed for determination letters as to plan qualification for the Judicial Retirement
System and the Legislatords Reti wasment

presented to the IRS during the filing period designateplblic pension plans.

We will diligently review the impact of IRS regulation changes and seek
Retirement Board or legislative action, if appropriate, to respond to such changes
During this strategic horizon, we will analyze and take appropriate action
response to changes to regulations regarding normal retirement age and other issues
as they arise.
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Social Security

Mandatory Social Security remains a concern during the horizon of the
strategic plan. While currently not at the highest fedaratity, continued
discussions on Social Security reform cause us to remain ever vigilant with respect
to mandatory coverag®ur financial projections indicate that the additional cost in
the first year of such a mandate wouldcbst prohibitive to mebrers and
employers The cost woul@dnly escalate over time until all public employees in

Nevada participate in Social Security.

PERS continues to oppose mandatory Social Sechutyn the event that it
Is passed, the Retirement System wuiblorealternative plan designs that, coupled
with Social Security, provide future retirees with a reasonable base income upon
separation from employment. Alternative plans may be necessary given that simply
combining the Social Security contribution rate with turrent PERS rate may be
cost prohibitive. PERS will continue to monitor mandatory Social Security issues as
well as efforts to modify the Government Pension Offset and the Windfall

Elimination Provision.

Securities and Exchange CommissiéitoposedRules

The Securities and Exchange Commission (SEC) has released a proposed
APay to Playo rule, which includes a bas
as well as other restrictions on public sector managers and consukaotsding
totheSEE, their proposed rule fiwould apply
activities for government clients, o0 reg

clients are retirement funds.



Under the proposal, investment advisers who pay expenses associated with
conferences or other meetings at which certain government officiatduding
pension trustees are present might be prohibited for two years from competing for
business with the pension plan on whose board such an officials either sits or has
powers & appointment. Furthermore, the proposed ban on the use of third party
placement agents could apply to pension consultants paid for attending or
sponsoring conferences if their activities are intended to obtain government clients.
Currently, the SEC isoliciting comments on the propos&luring the strategic

horizon, we will monitor and provide input to this project, as appropriate.
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PERFORMANCE MEASUREMENTS

Operational Costs

Cost Per Member & Retiree

$51 $84

NV PERS U.S. Peers All (incl.
international)
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