February 27, 2023

The Honorable Phil Mendelson

Chairman, Council of the District of Columbia
1350 Pennsylvania Avenue, NW, Suite 504
Washington, DC 20004

Re: OPEB Fund — Responses to Performance and Oversight Questions

Dear Chairman Mendelson:

This letter responds to the Performance and Oversight questions from the Committee of the Whole
regarding the Other Post-Employment Benefits (OPEB) Fund.

1.

Please provide, as an attachment to your answers, a current organizational chart for OPEB
Administration with the number of vacant and filled FTEs marked in each box. Include the
names of all senior personnel. Also include the effective date on the chart.

Attachment 1 is an organizational chart showing the Office of Finance and Treasury (OFT)
personnel providing support for the day-to-day administration of the OPEB Fund as of
February 21, 2023.

Please provide, as an attachment, a Schedule A for OPEB Administration which identifies all
employees by title/position, current salary, fringe benefits, and program office as of February
1, 2023. The Schedule A also should indicate all vacant positions in the agency. Please do not
include Social Security numbers.

Attachment 2 is a Schedule A which identifies OFT employees supporting the OPEB Fund by
title/position, current salary, fringe benefits, and program office as of February 1, 2023.

Please list, in chronological order, every reprogramming of funds into or out of OPEB
Administration for fiscal years 2022 and 2023 (as of February 1). Include a “bottom line” that
explains the revised final budget for your agency. For each reprogramming, list the
reprogramming number (if submitted to the Council for approval), the date, the amount, and
the rationale.

There was no reprogramming of funds for the OPEB Administration during fiscal year 2022
or fiscal year 2023 (as of February 1, 2023).

Please list, in chronological order, every reprogramming within OPEB Administration during
fiscal year 2023 to date. Also, include both known and anticipated intra-agency
reprogramming. For each, give the date, amount, and rationale.

There is no reprogramming within OPEB Administration for fiscal year 2023 to date.

Please list all memoranda of understanding (MOU) either entered into by OPEB
Administration or in effect during fiscal years 2022 and 2023 (as of February 1). For each,



describe its purpose, indicate the date entered, and provide the actual or anticipated
termination date.

OFT did not have any MOUs in effect on behalf of OPEB Administration in fiscal year 2022
and has not established any MOU s in fiscal year 2023.

D.C. Law requires the Mayor and the Chief Financial Officer to submit to the Council,
simultaneously with a proposed budget submission, actual copies of all agency budget
enhancements requests, such as the “Form B” for all District agencies (See D.C. Code § 47-
318.05a). In order to help the Committee understand agency needs, and the cost of those
needs for your agency, please provide, as an attachment to your answers, all budget
enhancement requests submitted by your agency to the Mayor or Chief Financial Officer as
part of the budget process for fiscal years 2021, 2022 and 2023.

OFT did not submit budget enhancements for fiscal years 2021, 2022, or 2023.

(a) Please list and describe any investigations, studies, audits, or reports on OPEB
Administration or any employee of your agency that were completed at any time in fiscal
years 2023 or 2024 (as of February 1).

In conjunction with the District’s Annual Comprehensive Financial Report (ACFR) the OPEB
Fund’s financial statements were completed for fiscal year 2022. The financial statements were
prepared by the accounting firm Bert Smith & Co. and were audited by McConnell and Jones,
LLP (the ACFR auditor). The OPEB Fund received an unqualified (clean) opinion.

An actuarial valuation is completed each year for the OPEB Fund by an independent actuarial
firm. The purpose of the valuation is to provide an estimate of the actuarial accrued liabilities
of the OPEB Plan and provide projections of the actuarially determined contribution (ADC).
The ADC for 2023 is $41.5 million and the projected ADC for 2024 is $72.7 million. The 2022
valuation was completed March 2022, and the most recent valuation was completed February
7,2023.

The OPEB Fund publishes an annual report after the publication of the District’s ACFR and
the completion of the actuarial valuation. The fiscal year 2022 OPEB Fund annual report is
scheduled to be published by April 30, 2023.

An actuarial experience study is conducted every two years, by an independent actuarial firm.
The experience study looks back at the actual experience of the OPEB Plan compared to
demographic and economic assumptions and looks forward using demographic, economic, and
capital market projections. The study is an in-depth actuarial review of all assumptions, which
is vital to the financial integrity and funding condition of the OPEB Plan.

The most recent actuarial experience study, issued March 2022, covered the four-year period
ending September 30, 2021, and determined that existing assumptions required minor
modifications. These modifications resulted in small changes to future OPEB Fund valuation
assumptions.

There were no other investigations, studies, audits, or reports conducted during fiscal year 2022
and fiscal year 2023 to date.



10.

11.

12.

(b) Please list and describe any ongoing investigations, audits, or reports of OPEB
Administration.

There are no ongoing investigations, audits, or reports on the OPEB Administration or any of
its employees.

In table format, please provide the following information for fiscal years 2022 and 2023 (as
of February 1) regarding your agency’s authorization of employee travel: (1) each trip
outside the region on official business or agency expense; (2) individuals (by name and
title/position) who traveled outside the region; (3) total expense for each trip (per person, per
trip, etc.); (4) what agency or entity paid for the trips; and (5) justification for the travel (per
person and trip).

OPEB Administration did not authorize employee travel in either fiscal year 2022 or fiscal year
2023 to date.

Please provide and itemize, as of February 1, 2023, the current number of When Actually
Employed (WAE), term, and contract personnel within your agency. If your agency employs
WAE or term personnel, please provide, in table format, the name of each employee, position
title, the length of his or her term or contract, the date on which he or she first started with
your agency, and the date on which his or her current term expires.

As of February 1, 2023, OFT had one contract employee dedicated to OPEB Administration.
No OFT employees dedicated to day-to-day OPEB Administration responsibilities are
designated as WAE or term.

What efforts has your agency made in the past year to increase transparency? Explain.

e Provided testimony on OPEB Plan performance and OPEB Administration budget
including follow up with more detailed information;

e Conducted OPEB Advisory Committee meetings;

e Incorporated OPEB financial data into the ACFR, which is reviewed internally by OFOS,
OIG, and audited by the ACFR auditor;

e Continue to produce a public annual OPEB report with more detailed information; and

e Created an employee financial wellness portal (Financially Fit DC at Work) which includes
information about the OPEB Program and helps to increase employee awareness of the
OPEB Plan.

Please identify any legislative requirements that your agency lacks sufficient resources to
properly implement. Explain.

The current OPEB Administration legislation provides sufficient requirements for OFT to
properly administer the OPEB Fund.

Please identify any statutory or regulatory impediments to your agency’s operations.

The OPEB Plan does not have statutory or regulatory impediments to the administration of
Fund assets at this time.



13. Please attach the most recent annual report for OPEB. When will the next report be
published?

The fiscal year 2021 annual report and fiscal year 2022 audited financials for the OPEB Fund
are included as Attachments 3 and 4. The full fiscal year 2022 annual report will be completed
by April 30, 2023.

14. What are your top five priorities for the agency? Please provide a detailed explanation for
how the agency expects to achieve or work toward these priorities in fiscal year 2023.

e Fully implement the Outsourced Chief Investment Officer (OCIO) model as co-fiduciary
to source best in class asset managers and diversify the portfolio;

e  Work in conjunction with new OCIO, NEPC Investments Inc., to review and update the
Investment Policy Statement to allow for more dynamic investment management and
exposure to new asset classes;

e Transition current OPEB assets to the new investment allocation strategy;

e Develop a roadmap to identify and include more diverse investment managers; and

e Hire staff to fill current vacancies.

Please contact me at 202-727-7209 should you have any questions.
Sincerely,

Carvmen Pigler

Carmen Pigler
Deputy CFO and Treasurer






















































































































































































































































































































































Attachment 4: OPEB Fiscal Year 2022 Audited Financial Statements

























































GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Examples include assumptions about future employment, mortality, interest rates, inflation rates, and
healthcare cost trends. Amounts determined regarding the funded status of the Fund and the annual required
contributions of the District are subject to continual revision, as actual results are compared with past
expectations and new assumptions are made about the future.

s Investment Valuation and Income Recognition

Investments are reported at fair value, with realized and unrealized gains and losses included in the
Statements of Changes in Fiduciary Net Position. GASB issued Statement 40, Deposit and
Investment Risk Disclosures, provides disclosure guidance requirements on deposits and investments
of state and local governments that are exposed to investment risks related to credit risk, concentration
of credit risks, interest rate risk, and foreign currency risk. As an element of interest rate risk, this
Statement requires certain disclosures of investments that have fair values that are highly sensitive to
changes in interest rates.

In addition, deposits that are not covered by depository insurance and are (a) uncollateralized. (b)
collateralized with securities held by the pledging financial institution, or (c) collateralized with
securities held by the pledging financial institution’s agent, but not in the depositor-government’s
name, are part of the requirements of this Statement.

Also, investment securities that are uninsured, are not registered in the name of the government, and
are held by either (a) the counterparty; or (b) the counterparty’s trust department or agent, but not in
the government’s name, are also part of the requirements of Statement 40. See Note 5 for the related
deposits and investment risk disclosures.

s Fair Value Measurements

OFT is responsible for the oversight of the investments of Fund assets, and has established the Plan to
guide the administration and management of the Fund. The duties and responsibilities of the OFT also
include, but are not limited to, the financial administration and management of the Fund, the
establishment of investment objectives, the determination of investment policies, the establishment of
management policies, and the management and control of Fund assets. Fair value is the price that
would be received to sell an asset, or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Fair value is a market-based measurement, not an entity-
specific measurement. For some assets and liabilities, observable market transactions or market
information might be available; for others, inputs are observable for similar transactions or the inputs
are unobservable. However, the objective of fair value measurement in all cases is to determine the
price at which an orderly transaction to sell assets or to transfer liability would take place between
market participants at the measurement date under current market conditions. The Trustee has
delegated to each investment firm the responsibility to determine the fair value of an investment
security when a price 1s not available from a pricing service or broker-dealer. Aon Investments, USA
(“Aon”) was hired as an Outsourced Chief Investment Officer (“OCIO™) for the Fund. Aon provides
investment consulting advice on asset allocation and policy-related decisions to the Deputy CFO and
Treasurer of the OFT. As an OCIO, Aon assumes responsibility for implementation of the investment
portfolio within the guidelines approved in the Investment Policy Statement. These activities include,
but are not limited to, rebalancing, investment manager structure, investment manager search, retention
and monitoring,
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

as well as performance reporting. Aon meets with the OFT on a regular basis to report on and review
the OPEB Fund’s performance and compliance with the Investment Policy Statement. The investment
firm’s Portfolio Management and Performance Committee (Valuation Committee) is responsible for
determining whether the price provided by a pricing service or broker-dealer does not approximate fair

value.

Accounting principles generally accepted in the United States requires a three-level valuation
hierarchy for disclosure of fair value measurements. The valuation hierarchy is based upon the
transparency of inputs to the valuation of an asset or liability as of the measurement date. The three
levels are defined as follows:

. Level 1 — observable market inputs that are unadjusted quoted prices for identical assets or

liabilities in active markets that a government can access at the measurement date.

. Lewvel 2 — inputs, other than quoted prices included within Level 1, that are observable for the

asset or liability, either directly or indirectly (for example, quoted prices for similar assets or
liabilities in active markets).

. Level 3 — inputs to the valuation methodology are unobservable and significant to the fair

value measurement (including the District’s own assumptions in determining the fair value of
investments).

Recent Accounting Pronouncements

Pronouncement Adopted

GASB issued Statement No. 97, Certain Component Unit Criteria, and Accounting and
Financial Reporting for Internal Revenue Code Section 437 Deferred Compensation Plans—
an amendment of GASB Statements No. 14 and No. 84, and a supersession of GASB Statement
No. 32, Except for the requirements in paragraph 4 of this Statement, which were effective
immediately upon issuance, the other requirements are effective for fiscal years beginning after
June 15, 2021. The Fund implemented the statement in fiscal vear 2022. The adopted
pronouncement did not have a material effect on the financial statements.

Pronouncements to be Adopted

GASB issued Statement No. 94, Public-Private and Public-Public Partnerships and
Availability Payvment Arrangements effective for fiscal years beginning after June 15, 2022
(year ending September 30, 2023). This Statement provides guidance on financial reporting for
public-private and public-public partnerships arrangements (PPP), as well as accounting and
financial reporting for availability payment arrangements (APAs). The Fund is evaluating the
impact that will result from adopting the GASB statement and will adopt the GASB statement,
as applicable, by its effective date,
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

GASB issued Statement No. 96, Subscription-Based Information Technology Arrangements
effective for fiscal years beginning after June 135, 2022 (year ending September 30, 2023). This
Statement provides guidance on the accounting and financial reporting for subscription-based
information technology arrangements (SBITAs) for government end users (governments). The
Fund is evaluating the impact that will result from adopting the GASB statement, but does not
expect that the GASB statement will have a material effect on the financial statements. The
Fund will adopt the GASB statement, as applicable, by its effective date.

GASB issued Statement No. 100, Accounting Changes and Error Corvections — An Amendment
of GASE Statement No. 62 effective for fiscal years beginning after June 15, 2023 (year ending
September 30, 2024). The objective of this Statement is to provide guidance on the
enhancement of accounting and financial reporting requirements relating to accounting
changes to base them on qualitative characteristics, such as understandability, reliability,
relevance, timeliness, consistency, and comparability; as well as corrections of errors in
previously issued Anancial statements. The Fund is evaluating the impact that will result from
adopting the GASB statement and will adopt the GASB statement, as applicable, by its effective
date.

GASB issued Statement No. 101, Compensated Absences effective for fiscal years beginning
after December 15, 2023 (year ending September 30, 2025). This Statement’s objective is to
align the recognition and measurement guidelines under a unified model and amend certain
previously required disclosures, thereby improving the information needs of financial
statement users. The Fund is evaluating the impact that will result from adopting the GASB
statement and will adopt the GASB statement, as applicable, by its effective date.

NOTE 3 MASTER CUSTODIAN CONTRACT

The Fund administrators have a Master Custodian Contract to reduce risk of loss and to improve security.
Maintaining assets with the Master Custodian provides the additional advantage of tracking information
provided by the investment managers, since the Master Custodian provides information on investment
transactions from an independent source; as well as providing reporting capabilities for the Fund. The
Master Custodian of the plan is the Northern Trust Company.

NOTE 4 CASH AND CASH EQUIVALENTS

Custodial credit risk for cash and cash equivalents is the risk that, in the event of a financial institution
failure, the Fund may not be able to recover the value of cash and cash equivalents. The Fund, through its
investment firms, maintains certain cash and cash equivalent balances. These balances are not required to
be collateralized by statute or policy. The Fund’s cash and cash equivalents balances are uninsured and
unregistered, and are held by the counterparty in the Fund’s name. The Fund maintains cash and cash
equivalents in investments accounts, as detailed below, as of September 30, 2022 and 2021:
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 4 — CASH AND CASH EQUIVALENTS (CONTINUED)

Funds by Investment Firm 2022 Percentage® 2021 Percentage®
Cash Account £ 20791279 1.25% 5 26,076,124 1.28%
Bemnstein Strategic Core — Plus 11,672,917 0.70% 18,838,056 0.934
Brandywine Largze Cap Value 10,637,413 0.64% 1,449 452 0.07%
ClearBridge Mid Cap Core 9,940,911 0.60% 6,675,075 0.33%
Bernstein CGlobal Plus 3,607,343 0.22% 4,004 7495 0,200
Total Cash and Cash Equivalents 5 56649863 341% 5 57,133,502 2.81%

* Includes cash and investments,

NOTE 5 INVESTMENTS

The majority of the Fund’s assets, as of September 30, 2022 and 2021, were investments, which totaled
$1,604,832,700 and $1,977,832,527, respectively. As of September 30, 2022 and 2021, the funds were
invested in equities (58.07% and 61.73%); debt securities (35.03% and 32.93%); and commaodities (3.50%
and 2.53%). The fair values of each investment firm’s assets, as of September 30, 2022 and 2021, were as

follows:

Equity Funds by Investment Firm
Brandywine Large Cap Value
ClearBridge Mid Cap Core

Baillie GifTord International Growth Equity

Artisan International Value Equity

S5gA Russell 1000 Growth

S5gA Russell 2000 Index Fund

S5 Emerging Market Index Fund
Total Equity

Debt Securities Funds by Investment Firm

Bemstein Strategic Core - Plus
Bernstein Global Plus
S5eaA US. Aggregate Bond Index Fund
Access Capital ETI
BlueBay Emerging Market Bond

Total Debt Securities

Commaodities Funds by Investment Firm

Gresham Strategic Commodities Fund

Total Investments

* Includes cash and investments,

2022 2021
Amount Percentage* Amount Percentage*
§ 263,730.882 15.87% 301,987,459 14.84%
172,501,223 10.38% 232,075,610 11.40%,
63,604 344 3.83% 118,616,533 5.83%
63,397 366 3.E2% 77.075,197 31.79%,
237,604,174 14304 306,896,560 15,08%
96,586,200 5.81% 126,093,216 6,20%%
67,235,577 4.05% 03 438 540 4.59%,
5 904,758,775 SE.0T% %1.256,183,115 fl,73%
& 158981637 9.5 179,595,562 8.83%
120,114,064 T.23% 160,733 989 7905
246,000,708 14.81% 260,303,510 12,79%,
29,649,589 1.78% 34,249,101 | .68
27,151,991 1.63% 35,182 297 1.73%
581,958,291 35.03% 670,064,459 32.03%,
&  SE.115034 3.50% % 51,584,953 2.53%
51,604,832 700 D6 5995 $1.977.832 527 97.19%,
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 5 - INVESTMENTS (CONTINUED)

There 15 a three-level valuation hierarchy for disclosure of fair value measurements. The valuation hierarchy
is based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date.
An asset or a liability categorization within the valuation hierarchy is based upon the lowest level of input
that is significant to the fair value measurement. The summary of inputs used to determine the fair valuation
of the Fund’s investments as of September 30, 2022 and 2021, is as follows:

Equity Securities: These investments are primarily classified as Level 1 of the fair value hierarchy,
and are valued using prices quoted in active markets for those securities. The mutual funds are
deemed to be actively traded, and support classification of the fair value measurement as Level |
in the fair value hierarchy. The real estate investment trust securities are classified as Level 1
because these are activity traded securities.

Debt Securities: These investments are primarily classified as Level 2 of the fair value hierarchy,
and are valued using market pricing and other observable market inputs for similar securities from
several data providers, standards in the industry; or a broker quote in a non-active market.
International government issues include structured debt which are valued using inflation adjusted
mid evaluation and are classified as Level 2 in the fair value hierarchy. Collateralized auto loan
securities, which are included in Collateralized Debt Obligations, are classified in Level 2; and are
valued using consensus pricing. The mutual funds are deemed to be actively traded, and support
classification of the fair value measurement as Level 1 in the fair value hierarchy.

Commodities Fund: The investment objectives of the fund are to provide a partial price hedge with
an attractive risk/return profile, as compared to other products using a commodity index or a pool
of commodities. Partial or complete redemption may be made, upon five (5) days’ prior written
notice, on the last business day of each calendar month or at such times and on such terms as the
General Partner of the fund may, in his/her sole discretion, allow. The valuation techniques and
inputs categorization within the valuation hierarchy is based upon Level 3; and uses the income
approach, where the advisor considers a list of factors to determine whether there has been
significant decrease in the relation to normal market activity.

Investment Derivative Instruments: The Fund’s derivative financial instruments are valued by a
third-party investment fund’s manager, based on prevailing market data derived from proprietary
models, and are carried at fair value. The Fund had two types of off-balance sheet derivative
financial instrument outstanding: swaps and currency forwards. These derivative instruments are
financial contracts, whose values depend on the value of one or more underlying assets, or reference
rates or financial indices, which dictate the rate of change of output with respect to the financial
contracts. The financial instruments categorization within the valuation hierarchy is based upon
Level 2.
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 5 - INVESTMENTS (CONTINUED)

As of September 30, 2022 and 2021, the Fund had the following recurring fair value measurements:

Fair Value Measurements Using

Quoted Prices

in Active Significant
Markets for Other Significant
ldentical Ohbservahle Unohservahle
Assets Inputs Inputs
As of September 30, 2022
Investments by Fair Value Level Total (Level 1) (Level 2) {Level 3)
Equity Securitics
LS. Equitics (hy Industry)
Industrials S 1798712 % 107918712 % - b -
Consumer Retail 68, Bi6 391 68, 8665391 - -
Information Technology B5.BT1,322 B5.RT1,322 - -
Financial Institutions 76,010,984 76,010,984 - -
Healthcare SE 195848 SR 195848 - -
International Equities (hy Industry)
Industrials 4,402,320 4,402,320 - -
Consumer Retail 18,287,388 18,287,388 - -
Healthcare 4 480,309 4 480,309 - -
Real Estate Investment Trust Securities 12,207,831 12,207 831 - -
Total Equity Securities 436,241,105 436,241,105 - -
Debt Securities
LS. Debt Securitics
LS. Government Issues 104,219 975 - 104,219,975 -
Carporate Bonds 41,983 203 - 41,983,203 -
Credit Card/ Automotive Receivables I1.B51.810 - 11851810 -
L5, State and Local Government Bonds 4,537,514 - 4,537,514 -
International Debt Securities
International Government Issues TR258118 - TR258,118 -
Carporate Bonds 34,863,242 - 34,863,242 -
Credit Card’ Automotive Receivables 1,662,756 - 1,662,756 -
Other Government Bonds 1,714, (E2 - 1719082 -
Mutual Funds 29 649 892 29 649 892 - -
Total Dbt Secunties 308,745,592 29,649 892 279,095,700 -
Commeodity Investments
Ciresham Commodities Fund SH 15,6034 - - SE 15,634
Total Investments by Fair Value Level S BO3 02331 5 4658309497 8 270095700 % S5E115634
Investments Measured at the Net Asset Value (NAV)
S5gA Emerging Market Index Fund 5 67235577 8§ - 5 - 3
S5eA Russell 1000 Growth Fund 237 604,174 - - -
S52A Fussell 2000 Index Fund Qi 586,205 - - -
S8eA US. Aggregate Bond Index Fund 246,060,708 - - -
Ballie Gifford International Growth Equity 63,694 344 - - -
Artisan International Value Equity 63,397 366 - - -
BlucBay Emerging Market Bond 27.151,9491 - - -
Total Investments Measured at the NAY 201,730,369 - - -
Total Investments Measured at Fair Value 5 160432700 5 - 5 - 3 -
Investment Derivative Instruments
Interest Rate Swaps 5 (67.580) 5 - 5 (67,5800 % -
Credit Defaults Swaps (4,947} - (4.947) -
Foreign Exchange Forwards (F66,171) - (966,171} -
Total Investment Derivative Instruments 3 (1,038,698) § 5 (1.O3B698) &
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 5 - INVESTMENTS (CONTINUED)

As of September 30, 2021
Investments by Fair Value Level
Equity Securitics

L5, Equities (b Industry)
Industrials
Consumer Retail
Information Technology
Financial Institutions
Healthcare

International Equities by Indusiry)
Industrials
Consumer Retail
Financial Institutions
Healthcare

Real Estate Investment Trust Securitics

Total Equity Securities

Debt Securities
L5, Dbt Securities
LS. Government 1ssucs
Corporate Bonds

Credit Card’ Automotive Receivables
LS. State and Local Government Bonds

International Drebt Securities
International Government Issues
Corporate Bonds

Credit Card’ Automotive Receivables

Other Government Bonds
Mutual Funds

Total Debt Secunties

Commeodity Invesimenis
Ciresham Commaodities Fund

Total Investments by Fair Value Level

Fair Value Measurements Lsing

Ouoted Prices

Investments Measured at the Met Asset Value (NAY)

55eA Emerging Market Index Fund
S8eA Russell 1000 Growth Fund
S5gA Russell 2000 Index Fund
S5eA ULS, Aggregate Hond Index Fund
Ballie Gifford International Growth Equity
Artisan International Value Equity
BlueBay Emerging Market Bond

Total Investments Measured at the NAW

Total Investments Measured at Fair Value

Investment Derivative Instruments
Interest Rate Swaps
Credit Defaunlts Swaps
Foreign Exchange Forwards

Total Investment Derivative Instruments

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Tutal {Level 1) {Level 2) {Level 3)
§ 135855373 %3 135855373 % - %
79,276,824 79,276,824 - -
92235101 92235101 - -
103,266 844 103,266, 844 - -
68038823 08,038,823 - -
30618906 306185906 - -
11,803,202 11 803,202 - -
3615341 3015341 - -
11,854,155 11,854,155 - -
24,495 500 24,495 500 - -
534,063 069 534,063 069 - -
04, 30 1053 - B, 30 053 -
61,903 246 - 61,903, 246 -
10,024 975 - 10,024,975 -
6, 780,92% - 6, TR0929 -
116,391,265 - 116,391,265 -
458948131 - 45045131 -
2423347 - 2423347 -
2458606 - 2 458,606 -
34,249,101 34,249,101 - -
374,578,653 14,2491 - -
51,584,853 - - 51,584,953
§  aD226675 % 568,312,170 5 0320552 0§ 51,584,953
5 93438540 5 - 5 - b -
300, 896 560 - - -
126,093 216 - - -
200,303,510 - - -
115,616,533 - - -
77.075,197 - - -
35,182,296 - - -
1,0007.605,852 - - -
§ 1977832527 § - 5 - 3 -
b (42,747 5 5 (42,747 %
HL57H - 90,578 -
(113,542) - (113,542) -
b3 65,711y 5 - b (65711 % -
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 5 - INVESTMENTS (CONTINUED)

Investments measured at the Net Asset Value (NAV): The NAV of an investment company is the company s
total assets, minus its total liabilities. This investment category consists of seven (7) funds that include
funds both relative return funds and absolute return type funds; the latter are funds that employ dynamic
trading strategies aimed at achieving a positive return. Certain investment funds below do not redeem shares
on a daily basis. The funds have varying restrictions on liquidity and transferability. The fair values of the
investments in this type have been determined using the NAV per share of the investments, Additional
information about the nature of investments measured at the Net Asset Value per share is presented in the
tables below:

Fair Value as of September 30,

Redemption
Freguency Redemption
Unfunded (I Currendy MNotice
Investment 2022 2021 Commitnents Eligibie) Period
S5eA Emerging Market Index Fund (1) % B7,235577 0% 93438540 Mone Daily A
S5eA Russell 1000 Growth Fund (2) 237,604,174 306,896, 56d) Mone Daily WA
S5eA Russell 2000 Index Fund (3) G6,586,2009 126,083 216 Mone Daily M
S5eA ULS, Aggregate Bond Index Fund (4) 246,060,708 260,303,510 Mone Daily MiA
Baillie Gifford International Growth Equity (3) 63,604 344 118,616,533 Mone Monthly 5 Days
Artisan International Value Equity (6) 63,397 366 77,075,197 Mone Maonthly 5 Days
BlueBay Emerging Market Bond (7) 27,151,991 35182206 Mone Daily NA
Total Investments Measured at NAY 5 BOL730369 5 1017605852
1) 8524 Emerging Market Index Fund: This fund is managed, using a “passive” or “indexing”

investment approach, by which SSgA attempts to match, before expenses, the performance of the
MSCI Emerging Markets Index, which is a free float-adjusted market capitalization index that is
designed to measure equity market performance of emerging markets. Equity securities may
include common stocks, preferred stocks, depository receipts, or other securities convertible into
common stock. Equity securities held by the fund may be denominated in foreign currencies and
may be held outside the United States. In some cases, it may not be possible or practicable to
purchase all the securities comprising the Index, or to hold them in the same weightings as they
represent in the Index. In those circumstances, SS5gA may employ a sampling or optimization
technique to construct the portfolio.

S8gA Russell 1000 Growth Fund: The fund is managed using an “indexing” investment approach,
by which 5SgA attempts to match, before expenses, the performance of the Russell 1000 Growth
Index over the long term, 8SgA will typically attempt to invest in the equity securities comprising
the Index, in approximately the same proportions as they are represented in the Index. Equity
securities may include common stocks, preferred stocks, depository receipts, or other securities
convertible into common stock. The strategy may purchase securities in their initial public offerings
(“IPOs"). In some cases, it may not be possible or practicable to purchase all the securities
comprising the Index, or to hold them in the same weightings as they represent in the Index. In
those circumstances, SS5gA may employ a sampling or optimization technique to construct the
portfolio in question. The strategy may at times purchase or sell index futures contracts, options on
those futures, or engage in other transactions involving the use of derivatives, in lieu of investment
directly in the securities making up the Index.
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3)

4)

3)

6)

7

S8eA Russell 2000 Index Fund: The fund is managed using a “passive” or “indexing” investment
approach, by which S5gA attempts to match, before expenses, the performance of the Index. 5SgA
will typically attempt to invest in the equity securities comprising the Index, in approximately the
same proportions as they are represented in the Index. Equity securities may include common
stocks, preferred stocks, depository receipts, or other securities convertible into common stock. The
strategy may purchase securities in their initial public offerings (“IP0s”). In some cases, it may not
be possible or practicable to purchase all the securities comprising the Index, or to hold them in the
same weightings as they represent in the Index. In those circumstances, SS5gA may employ a
sampling or optimization technique to construct the portfolio in question.

S8gAd US. Aggregate Bond Index Fund: The fund seeks an investment return that approximates as
closely as practicable, before expenses, the performance of the Barclays Capital U.S. Aggregate
Bond Index (the “Index™) over the long term. The fund is managed using a “passive” or “indexing”
investment approach, by which SSgA attempts to replicate, before expenses, the performance of
the Index. The fund may attempt to invest in the securities comprising the Index in the same
proportions as they are represented in the Index. However, due to the large number of securities in
the Index and the fact that many of the securities comprising the Index may be unavailable for
purchase, it may not be possible for the fund to purchase some of the securities comprising the
Index.

Baillie Gifford International Growth Eguity: The fund is designed to pursue long-term capital
appreciation by investing in high-quality, attractively valued, non-U.S, growth companies of all
market capitalizations. Their investment process is based on a highly analytical research-driven
process, and builds portfolios from the bottom-up. The strategy invests primarily in developed
markets, but also may invest up to 20% of the Fund’s net assets at market value, at the time of
purchase, in emerging markets. Currency hedging is used for defensive purposes, and are only used
under certain conditions,

Artisan International Value Equity: This fund seeks to invest in undervalued companies that are
generating high returns on capital, are financially strong and are managed by people who are
working to build value over time. The investment team seeks to invest in companies with histories
of generating strong free cash flow, improving returns on capital and strong competitive positions
in their industries. This criteria helps rule out businesses that are statistically cheap, but whose
values are deteriorating over time. The team believes that investing in companies with strong
balance sheets helps to reduce the potential for capital risk and provides company management the
ability to build value when attractive opportunities are available.

Blue Bay Emerging Market Bond: This fund invests predominantly in fixed income securities
issued by emerging market countries or issuers based in such countries. The fund seeks to generate
excess returns via superior country and issue selection through an in-depth country and security
selections process focusing on value in external credit spreads, local currencies and local interest
rates. Particular emphasis is given to avoiding deteriorating credits and one-off currency
devaluations. The fund has a focus on absolute returns, both their long-only and alternative
strategies use short exposures (either directly or via credit derivatives) as one of a number of
techniques designed to deliver absolute-style returns. There is a strong emphasis on capital
preservation; the use of credit derivatives helps to maximize portfolio efficiency and potentially
minimize risk.

.25.
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During the vears ended September 30, 2022 and 2021, the Fund recognized no transfers to/from Level | or
2. The Fund’s policy is to recognize transfers to/from Level 1, Level 2, and Level 3 at the end of the
reporting period, utilizing fair value at the beginning of the period.

The annual money-weighted rate of return on OPEB plan investments is calculated as the internal rate of
return on OPEB plan investments, net of OPEB plan investment expense. OPEB plan investment expense
should be measured on the accrual basis of accounting. Inputs to the internal rate of return calculation
should be determined at least monthly. However, the use of more frequently determined inputs is
encouraged. The valuation of the weighted rate of return was (19.68%) and 21.66% for fiscal years 2022
and 2021, respectively.

Custodial Credit Risk is the risk that, in the event of the failure of the counterparty to a transaction, a
government may not be able to recover the value of investments or collateral securities that are in the
possession of an outside party. The counterparty is the party that pledges collateral or repurchase agreement
securities to the government; or that sells investments to, or buys them for, the government.

The Fund’s investments are uninsured and unregistered, and are held by the counterparty in the Fund’s
name. The Fund is also subject to certain credit, interest rate, and foreign currency risks.

Foreign Currency Risk is the risk that changes in exchange rates will adversely affect the fair value ol an
investment in a foreign currency. The Fund does not have a formal policy for limiting its exposure to
changes in exchange rates. The Fund’s investments as of September 30, 2022 and 2021, held in currencies

other than U.S. dollars, were as follows:

As of September 30, 2022:

Convertible
Short-Term and Fixed
International Securities and Cash Income Total
AUSTREALIAN DOLLAR 1113421 % 5907405 £ 7105916
BRAZILIAN REAL 204 R0 - 208 801
BRITISH POUND STERLING (156,963) 5,164,385 5007422
CANADIAN DOLLAR 207,577 4,515,804 4,723 381
CHILEAN PESC 115,529 - 115,529
CHIMNESE YUAN RENMINEI - 160,139 160,139
ELIRO 158,560 50,228 453 50387013
HE OFFSHORE CHIMESE YUAN RENMINEL (3} - (31
INDIAN RUPEE 24 498 - 24 498
INDOMESIAMN RUPIAH 5,842 1,536,965 1,542 8007
JAPANESE YEN 2R5.876 26,371,481 26,657,357
MALAYSIAN RINGGIT 12,198 B72,993 BES, 191
MEXICAN PESO (25.977) - (25977}
MEW TAIWAN DOLLAR 230,677 - 230677
NEW ZEALAND DOLLAR 213,651 305311 518,962
POLISH ZLOTY 29,671 - 29671
RUSSIAMN RUBLE 57,804 - 57,804
SINGAPORE DOLLAR (2,613) - (2,613)
SOUTH AFRICAN RAND 132,407 - 132,407
SOUTH KOREAN WON 751,570 8,265,207 9.016,867
SWISS FRANC 95,073 - 95073
THAI BAHT - 646,017 Hda 017
Totals % 3,458,599 5 104,059 340 % 107,517,939
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As of September 30, 2021:

Convertible
Short-Term and Fixed
International Securities and Cash Income Tuotal
AUSTREALIAN DOLLAR 5 22,608 % 0,BE0 354 §  0,908.962
BRAZILIAN REAL 74,543 - 74,543
BRITISH POUND STERLING T0,103 7,558,624 1628727
CANADIAN DOLLAR (128,071) 14,534 518 14,406,447
COLOMBIAN PESO 0,677 530,890 581,567
CHIMNESE YUAN RENMINEL (8.395) 121,031 112,436
EURO (64,350) 62,234,996 62,170,646
INDIAMN RUPEE (18,041 - (18.0:41)
[NDOMESIAN RUPLIAH 72,322 1,024,264 1,096, 550
JAPANESE YEN 346,855 29.003,235 29,350,090
MALAYSIAN RINGGIT 49,700 | 469,619 1.519.319
MEXICAN PESO (21.468) 1,802,757 1,871,289
NEW ZEALAND DOLLAR 77421 1,644,419 1,721,840
MNORWEGIAN KROME 265 - 265
PERLWIAN NUEWV( SOL - 27,948 27,948
RUSSIAM RUBLE 1.542 |, 266,329 1.267.871
SOUTH AFRICAN RAND #2679 1422513 1,505,192
SOUTH KOREAM WON 154,502 7121676 7,276,178
SWEDISH KRONA 387 (79.542) (47.665)
SWISS FRANC 7055 - 7055
THAT BAHT - 793,354 793,354
Totals % H05.524 % 137 452 985 £ 138.235.509

Credit Risk is the risk that an issuer to an investment will not fulfill its obligations, The average quality of all
bond holdings in each investment manager’s portfolio should be maintained at “A” or higher. For portfolios that
were not individually managed at September 30, 2022, the credit quality of “AA-" for the portfolios were par
with the index value of “BBB-." Exchange-traded derivatives that are valued using quoted prices are classified
within Level 1 of the valuation hierarchy. The Fund has not failed to access collateral, when required. Since
these derivative products have been established for some time, the Fund uses models that are widely accepted
in the financial services industry. These models reflect the contractual terms of the derivatives, including the
period to maturity; and market-based parameters such as interest rates, volatility, and the credit quality of the
counterparty. Further, many of these models do not contain a high level of subjectivity, as the methodologies
used in the models do not require significant judgment, and inputs to the model are readily observable from
actively quoted contracts and credit default swaps. Such instruments are generally classified within Level 2 on
the valuation hierarchy. The aggregate fair value of derivatives in net asset positions, net of collateral posted by
the counter party; and the effect of master netting arrangements are reflected in net unrealized gain (loss) on
Foreign Currency Forward Contracts, in the tables on pages 29 and 30,

Although the Fund executes hedging derivative instruments with various counterparties; eight contracts,
comprising approximately 90 percent of the net exposure to credit risk. are based with two counterparties. There
are no significant concentrations of net exposure to credit risk that has not been reduced by collateral and other
off-sets.

-27.
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As of September 30, 2022 and 2021, the average quality ratings by investment firm were as follows:

Investment Firm 2022 2021
Bernstein Strategic Core — Plus AA- AA-
Bernstein Global Plus A+ A
Access Capital ETI AAA AAA
S55gA ULS, Aggregate Bond Index Fund AA2 Aa2
BlueBay Emerging Market Bond At BEB-

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.
The Fund addresses interest rate risk through a process that focuses on the review of investment managers
and fund returns, The Fund also uses an independent consultant to examine how sensitive the fixed income
portfolios” underlying assets are to movements in interest rates, and to recommend any appropriate
investment manager changes.

For the years ended September 30, 2022 and 2021, the average duration in years by investment firm was as
follows:

Investment Firm 2022 2021
Bernstein Strategic Core - Plus 5.69 6.33
Bernstein Global Plus 6.51 505
Access Capital ETI 5.82 3.72
S55gA ULS, Aggregate Bond Index Fund 6.19 6.71
BlueBay Emerging Market Bond 548 6.42

Derivative Financial Instruments: In accordance with the Fund’s investment policies, the Fund regularly
invests in derivative financial instruments with off-balance-sheet risk in the normal course of its investing
activities, in order to enhance return on investment and manage exposure to certain risks within the fund.

Derivative instruments are financial contracts whose values depend on the value of one or more underlying
assets, reference rates, or financial indices, During fiscal year, the Fund invested directly in forward
currency contracts.

As of September 30, 2022 and 2021, the Fund had two types of off-balance-sheet derivative financial
instruments outstanding: swaps and currency forwards. The Swaps represents [nterest Swaps and Credit
Default Swaps, which are used to hedge interest rate and credit exposure risks. Currency forwards represent
foreign exchange contracts, and are used to effect settlements and to protect the base currency value of
portfolio assets denominated in foreign currencies, against fluctuations in the exchange rates of those
currencies or to gain exposure to the change in market value of a specific currency. A forward foreign
currency exchange contract is a commitment to purchase or sell a foreign currency at a future date and at a
negotiated price. The credit risk of currency contracts that are exchange-traded lies with the clearinghouse
of the exchange where the contracts are traded. The credit risk of currency contracts traded over the counter
lies with the counterparty, and exposure usually is equal to the unrealized profit on in-the-money contracts.
The market risk in foreign currency contracts is related to adverse movements in currency exchange rates,
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Below is the list of derivatives aggregated by investment type, as of September 30, 2022 and 2021:

As of September 30, 2022:

Change in Fair Value

Fair Value at
September 30, 2022

Naotional

Investment Derivatives Classification Amount Classification Amount Amount
Credit Default Swaps Bought Interest Revenue 3 - Swaps 5 - 3 -
Credit Default Swaps Written Intercst Revenue JIEA05 Swaps (4,947) S145,004, 00
Fixed Income Futures Long Interest Revenue (T68,396) Futures - 5 -
Fixed Income Futures Short Interest Revenue 11,211 Futures - 3 -
Fixed Income Options Bought Interest Revenue (13} Options - 3 -
Foreign Exchange Forwards Interest Revenue 21,488,877 Forwards 3,351,361 3 731200436
Foreign Exchange Forwards Intercst Revenue (22,492 431) Forwards (4,317,732} S107,521,107
Pay Fixed Interest Rate Swaps Interest Revenue 753972 Swaps 1458, 002 3 -
Receive Fixed Interest Rate Swaps Interest Revenue (LOS7,001) Swaps (1.525.582) 3 -
Tatal 5 (1,744,886} 5 (1.038,698)

As of September 30, 2021:
Fair Value at
Change in Fair Value September 30, 2021
Notional

Investment Derivatives Classification Amaunt Classification Amount Anmaount
Credit Default Swaps Bought Interest Revenue § (259,586) Swaps 5 230,454 3 LAT9.240
Credit Default Swaps Written Interest Revenue 12,321 Swaps (1359 ET6) S 2,853,000
Fixed Income Futures Long Interest Revenue 622 285 Futures - 3 13,850,875
Fixed Income Futures Short Interest Revenue 576,194 Futures - 5 17,792,860
Fixed Income Options Bought Interest Revenue 7029 Options - 3 -
Foreign Exchange Forwards Interest Revenue 1,582,182 Forwards (113,542) S109 910,508
Pay Fixed Interest Rate Swaps Interest Revenue 40,195 Swaps 502,853 S1E0 620,00
Receive Fixed Interest Rate Swaps Interest Revenue (256,124) Swaps (545 600) S105, 760,000
Total 52,314,490 5 (65711)

Contingencies:

All the Fund’s derivative instruments include provisions that require the Fund to post collateral in the event
its credit rating falls below “AA™ as issued by Standard & Poor’s, or “Aa” as issued by Moody’s Investors
Services. The collateral posted is to be in the form of U.S. Treasury funds in the amount of the fair value
of hedging derivative instruments in liability positions, net of the effect of applicable netting arrangements.
If the Fund does not post collateral, the hedging derivative instrument may be terminated by the
counterparty. If the collateral posting requirements were triggered, the Fund would be required to post the
aggregate fair value in collateral to its counterparties. The District had a rating of “Aaa” for both fiscal
years 2022 and 2021; therefore, no collateral was required to be posted for these fiscal years.
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The net unrealized gain (loss) on foreign currency forward contracts for the years ended September 30,
2022 and 2021, were as follows:

2022 221
Unrealized Unrealized
Cost CGain/iLoss) Cost CGain'iLoss)
Foreign Currency Contracts Purchased
AUSTRALIAN DOLLAR (AUD) 10,811,655 $ 0 (TORS95) 0§ - 8 -
BRAZILIAN REAL (BRL) T6RT S04 (107.064) 40922 482 (43 798)
CANADIAN DOLLAR (CAD) 5518423 (307.614) - -
COLOMBIAN PESO {(COP) 198,271 (7,740 - -
CHIMESE YUAN (CNH) 21,101,031 {966,289 20,301 fih 5,648
CHILEAN PESO (CLP) 2 580,044 (103 444) 137 685 (38400
CZECH KORUNA {CZK) 230,093 (1.833) 268,118 [5.428)
DANISH KROMNE (DEK) 493 258 (9.713) 821,743 {16.804)
EURO (ELR} 4,046,531 SH.822 12,179,197 {235,225}
BRISTISH POUND STERLING (GEP) 7,037 555 (385,768) 6,637 068 {120,907
HUNGARIAN FORINT (HUF) 154 442 (10,029) 214,041 (9. %62)
INDLAN RUPEE (INR) 2,465,530 (1.043) 3,324,605 10,777
MWEW ISRAELI SHEKEL (ILS} 364,988 (12,622) 391,266 (3,025}
JAPANESE YEN (JPY) 11,033,190 {133,929} 12,165,100 {191,510
SOUTH KOREAN WON (KRW) 5454678 (369,077) - -
MNEW ZEALAND DOLLAR (NZDY) 5238387 (341.712) 2160944 (18,084)
NORWEGIAN KRONE (NOK) 1419845 (14.065) 1.913.018 4,153
POLISH ZLOTY (PLM) 2,936,847 (121,781} 554,169 {16,269)
SINGAPORE DOLLAR (SG1) 1,773,932 (34.296) 531,680 1,808
SWEDISH KRONA (SEK) 2129211 (4. 190) 1,153 834 (18,130)
SWISS FRANC (CHF) 3.913.086 (15.506) - -
MNWEW TAIWAN DOLLAR {TWD) 4,092 8da (258,124) 1679855 (5, 702)
UNITELD} STATES DOLLAR (USD) By, 488,153 = = =
SOUTH AFRICAN BAND (ZAR) 5,155,015 1 | 6, Dty 1,664,574 5,ﬂ54t
Total Contracts Purchased (4,020,978} (671,355
Foreign Currency Contracts Sold
ALSTRALIAN DOLLAR (ALY} (15,384,432) 1,113,415 2878711 5,357
BRAZILIAN REAL (BEL) (10265710) 205 801 3,301 688 74,543
BRISTISH POUND STERLING (GEI*) (3,345,867 26,072 238327 4,948
CANADIAN DOLLAR (CAD) {4,5%.418) 185,953 6,383,056 (38.59495)
COLOMBIAN PESCY {COP) - = 331,235 [1,63%)
CHINESE YLAN (CNH) (414.465) (3] 1,707 325 [B.595)
CHILEAN PESO (CLP) (3.720.725) 115,529 - -
EURC (EUR) (9.04] 845) (157.812) 7,564,343 154,956
INIDTAN RUPEE (INR) (1,272.847) 24,498 1.6441,134 (18,041)
INDOMESTAN RUPLAH (10R) {379.686) 5,842 1,642,904 #A60
JAPANESE YEN (1PY) (5,200.714) 70,965 3749927 36633
SOUTH KOREAN WON (KRW) (11.691.5824) 751,570 4,183,824 154,502
MALAYSIAN RINGGIT (MYR) (239.456) 12,197 T26,965 T.A11
MEXICAM PESC (MXMN) (1,80E.914) (25,977 1,312,925 T.743
MEW ZEALAND DOLLAR (M2 (3,867 820) 207,512 3404011 77421
NORWEGIAN KRONE (NOK) - - 1627918 2o
POLISH ZLOTY (PLN) (1.925.041) 20671 - -
RUSSIAN RUBLE (RUB) - - #0046 1,541
SINGAPORE DOLLAR (SGI)) (1,272.274) (2,613) - -
MEW TAIWAN DOLLAR (TWD) (4,064, 769) 2300677 - -
UNITED STATES DOLLAR (USD) (105,836.463) - - -
SOUTH AFRICAN RAND (ZAR) (3.911.658) 132,407 1,536,866 81,692
SWEDISH KRONA (SEK) - - 11,302 5l
SWISS FRANC (CHF) (4.074.687) 95073 244577 755
Total Contracts Sold 3,054,807 557813
Net Unrealized (Loss) Gain on Foreign
Currency Forward Contracts % D6, 171 | b 113,542
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The components of the net OPEB liability for the District of Columbia as of September 30, 2022 and 2021,
were as follows:

2022 2021
Total OPEB Liability S$1.823 480,465 $1,711,707,372
Fund Fiduciary Net Position 1.650,287.153 2,025,061,908

MNet OPEB Liability { Asset) § 173,193,312 §(313,354,536)
Fund Fiduciary Net Position as a
Percentage of the Total OPEB Liability 90.50% 118.31%

Actuarial Assumptions

The total OPEB liability was determined by an actuarial valuation as of September 30, 2022 and 2021,
using the following actuarial assumptions, applied to all periods in the measurement and rolled forward to
the measurement date as of September 30, 2022 and 2021:

2022

2021

Actuarial Cost Method

Entry Age Normal

Entry Age Normal

Amortization Method

Level Percent of Pay, Closed

Level Percent of Pay, Closed

Remaining Amortization Period

14 vears beginning with fiscal year end
2022

15 years beginning with fiscal year end
2021

Asset Valuation Method

Sevear smoothed Actuarial Value

Sevear smoothed Actuarial Value

Investment Return

6.50%

6.50%

Discount Rate

6.50%,

6.50%

Salary Increase Rate

3.50% (plus merit scale)

3.50% (plus merit scale)

Medical Inflation Rate

700 grading down to 4.0%

Assumption utilizes the Society of
Actuaries Getzen Medical Trend Model,
and reaches the ultimate medical inflation
rate in 2041,

6.0% grading down to 4.0%

Assumption utilizes the Society of
Actuaries Getzen Medical Trend Model,
and reaches the ultimate medical inflation
rate in 2041,

Maortality

The RP-2014 Healthy Emplovee Mortality
Table with the MP-2020 Improvement
Scale, fully generational, was used for
healthy lives both pre- and post-
retirement, For disabled lives, the RP-
2014 Disabled Life Mortality Table was
used. General employees use 120% of the
Pub-G 2000 General Headcount-Weighted
tables for Employees, Healthy Retirees,
and Disabled Retirees, projected fully
generational with Scale MP-2020,

The RP-2014 Healthy Emplovee Mortality
Table with the MP-2020 Improvement
Scale, fully generational, was used for
healthy lives both pre- and post-
retirement, For disabled lives, the RP-
2014 Disabled Life Mortality Table was
used. General employees use 120% of the
Pub-G 2000 General Headeount-Weighted
tables for Employees, Healthy Retirees,
and Disabled Retirees, projected fully
penerational with Scale MP-2020.
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Long-term Expected Rate of Return

The long-term expected rate of return on OPEB plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
investment expense and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation. Best estimates of real rates of return for
each major asset class included in the target asset allocation as of September 30, 2022 and 2021 are shown
below. The 2022 and 2021 rates of return are geometric real rates of return,

2022 2021
Long-Term Target Long-Term Target
Asset Class Expected Real Rate  Allocation Expected Real Rate  Allocation

U.S. Equity 48% 45.0% 4.1% 45.0%
Intemational Equity 5.2% 9.0%% 5.2% G0
Emernzing Market Equity 3. LN 3.3% 4.0
Core Fixed Income 1.7% 2400, (0. 1%5) 2400
Developed Markets Fixed Income 1.1% 10,05, (0.7%) 10,005
Emerging Market Debt 3.8% 300 5.3% 300
Commaodities 3.8% 5.0% 1.7%% 5.00%
Cash [ER 007 {0.7%) 0.0%%

Discount Rate

The discount rate used to measure the total OPEB liability was 6.5 percent. The projection of cash flows
used to determine the discount rate assumed that the District’s contributions will be made at rates equal to
the actuarially determined contribution rates. Based on those assumptions, the OPEB plan’s fiduciary net
position was projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on OPEB plan investments was applied to all
periods of projected benefit payments to determine the total OPEB liability.

Sensitivity of the net OPEB liability to changes in the discount rate. The following presents the net OPEB
liability of the District of Columbia, as well as what the District’s net OPEB liability would be if it were
calculated using a discount rate that is |-percentage-point lower (5.5 percent) or 1-percentage-point higher
(7.5 percent) than the current discount rate:

2022
Impact of Change in Discount Rate
% Decrease Discount Rate | % Increase
5.50% 6. 50% 7.50%
Net OPEB Liability { Asset) 5 454,437,556 b (173,193,312) 5 (54,139,101)
2021
Impact of Change in Discount Rate
1% Decrease Discount Rate 1% Increase
5.50% 6.50% 7.50%
MNet OPEB Liability {Asset) g (44, 881.144) £ (313,354,330) S (531.016,805)
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Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates. The following presents
the net OPEB liability of the District of Columbia, as well as what the District’s net OPEB liability would
be if it were calculated using healthcare cost trend rates that are |-percentage-point lower or 1-percentage-
point higher than the current healthcare cost trend rate.

2022
Impact of Change in Healthcare Cost Trend Rate
1% Decrease Trend Rates 1% Increase
(6.0% to 3.0%) {7.0% 1o 4.0%) (B.0% o 5.0%)
MNet OPEB Liability {Asset) 5 (#4,336,714) ] 173,193,312 $ 500,819,065
2021
Impact of Change in Healthcare Cost Trend Rate
|%a Decrease Trend Rates [%a Increase
(3.0% to 3.0%) (6.0% to 4.0%) {(7.0% to 5.0%)
Met OPEB Liability { Asset) 5 (560,108,759} 5 (313,354,536) 5 16,001

NOTE 7 DISTRICT CONTRIBUTIONS

The District, historically, makes its contributions to the Fund near the completion of its fiscal year, and the
contribution is distributed by the Fund to the investment managers within a month of receipt from the
District. For the years ended September 30, 2022 and 2021, the District contributed $53.000,000 and
£53,600,000, respectively, to the Fund. As of September 30, 2022 and 2021, the District contribution were
invested in the following fund(s):

FUND 2022 2021
S5gA US. Aggregate Bond Index Fund $28.,000,000 333,600,000
MNorthern Trust Cash Fund 25,000,000 -
Total 553,000,000 553,600,000
NOTE 8 CONTINGENCIES

The Fund 1s party to various legal proceedings, many of which occur in the normal course of the Fund's
operations. These legal proceedings are not, in the opinion of the Office of the Attorney General of the
District of Columbia, likely to have a material adverse impact on the Fund’s financial position as of
September 30, 2022 and 2021.

The Fund invests in various investment securities. Investment securities are exposed to various risks, such
as interest rate risk, market risk, and credit risk. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the value of investment securities will occur in
the near term, and that such changes could materially affect the amounts reported in the accompanying
statements of net position.

-33.



GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2022 AND 2021

NOTE 8 - CONTINGENCIES (CONTINUED)

Fund contributions are made, and the actuarial present value of accumulated plan benefits are reported
based on certain assumptions pertaining to interest rates, inflation rates, and employee demographics, all of
which are subject to change. Due to uncertainties inherent in the estimations and assumptions process, it is
at least reasonably possible that changes in these estimates and assumptions in the near term would be
material to the financial statements.

NOTE 9 SUBSEQUENT EVENTS
The Fund has evaluated events subsequent to September 30, 2022 and through January 3, 2023, the date

the financial statements were available to be issued, and determined there have not been any events that
have occurred that would require adjustments to the financial statements.
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND

SCHEDULES OF CHANGES IN THE NET OPEB LIABILITY (ASSET)
SEPTEMBER. 30, 2022 AND 2021

Total OPER Liability

Total OPEB liability - beginning of year

Service cost

Interest

Difference between expected and actual experience
Changes in assumptions

Insurance carrier premiums, net of retiree contributions

Met change intotal OPEB hability
Total OPEB liability - end of year {a)

Fund Fiduciary Net Position

Fund Fiduciary net position - beginning of vear
Contributions - employer and annuitants

Met investment income

Insurance carrier premiums (benefit payments)
Administrative expense

Met change in plan fiduciary net position

Fund fiduciary net position - end of vear (b)

Met OPEB hability {asset) - end of vear ((a) - (b))

Fund fiduciary net position as a percentage of tolal OPER liability

Coverad pavroll

Fund net OPER liability (asset) as a percentage of coverad payroll

2022 2021 2020 2019 2018 2017
§ LTILT07372 S 1621634069  § 1464701414  §1,391000862  §1,224.600,000  § 1,115.776,087
60,548,250 58,067,089 54,832,446 50,105,647 52,834,621 49,609,972
110,365,063 104,624,527 94,484,340 §9.812,264 79,095,491 72,123,416
35,531,450 12,737,103 30,163,179 1,626,569 (T28,816) (549,321)
(66,664,119 (60,918,795) (48,999,524) 50,939,949
{28.007.551) (24,436,621) {22,547,310) {18,844,104) {15,740,383) {12,370,154)
111,773,093 0,073,303 156,932,655 73,700,552 166,400,862 108,823,913

§ 1,823 480,465

§1,711,707,372

§ 1,621,634,069

$1,464,701,414

5 1,391,000,862

$ 1,224,600,000

5 2025061908 5 1,640.681,507 5 1,509.102,271 5 1462029859 5 1,366.282,06] 51L,197441.214

54,280,033 54,510,183 48,189,387 46,834,228 45,200,225 31521406

(395,892 B06) 355,888,055 107411644 20,640,604 67,385,188 150,514,208
(29,287,583) (25,352,804) (23,436,697) (19,678,332) {16,446,608) (12,291,620
(874,399) (671,033 (585,098) (730,088) (397,007} (303.897)

[374.774,755) 384380401 131,579 236 47072412 05,747,798 168 840 847

§ 1,650.287,153 S 2025061908 5 140681507 8 1509002271 5 1462029859 % 1,366.282,06]
173193312 S (313,354536) 5 (107438 5 (HAD0EST) 5 (TLOZE99T) {|4l.m-:2,ﬂm?;

Q0507 118.31% 101.17% 103.03% 105.1 1% 111.57%

£ 2439212232 52331261622 52173453518 5 2,038,767, 088 5 1.940.801,248 5 1,320,046,000

T 1 -13.44% - E8% -2.18% -3.66% -1.78%

*These schedules are presented to illustrabe the requirement to present information for 10 years. However, until a full 10-yeor trend is compiled, OFEB plans should present information for those years for which the information is

available.
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Actunrially determined contributions

Contributions in relation to the
actuarially determined contributions

Excess contribution
Covered payroll

Contribations as a percentage aof
covered pavroll

GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
SCHEDULES OF CONTRIBUTIONS AND RELATED RATIOS
SEPTEMBER. 30, 2022 AND 2021

2022 2021 2020 2019 101K 7 2016 1S 204 2013
5 55000000 5 SR600000 5 47300000 5 46,000,000 5 44500000 5 FLO0M0NG 5 200000000 E 91400000 F BGG00.000  §F RS 200,000
(53,0000, (00 (53,00, 000) (AT, 100, Db (i A, Ok {8, S0, 0000) (31,000,000 A2, D, UMb {0, Dby (B 00,0} (107, 77H 000
5 5 - 5 - H - 5 3 5 - 5 ] H l'..;lﬁ'-‘?:.wn]
§£2,439.212,232  S2331.261,622 SLIT3453 508 SLO3ETeTORRE  S1.940.800.248  S1B200046,000  S1.7701,334.730  S1608000,000 51484300000 51441, 100000
217% 2.30% 208% 2.26% 2.29% 1.70% L.64% 56EY 5.E3% 5.91%
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
SCHEDULES OF INVESTMENT RETURNS
SEPTEMBER 30, 2022 AND 2021

20122 20121 Z02 P 204 2017

Annual money-weighted mte of retum,
net of investment expense (19.68%) 20.66% T05% 1402 4 B8 12.49%

*These schedules are presented to illustrate the requirement to present information for 10 years. However, until a full 10-year trend is compiled, OPEB plans should present information for those years for which the information is available.
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GOVERNMENT OF THE DISTRICT OF COLUMBIA
OTHER POST-EMPLOYMENT BENEFITS FUND
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

SEPTEMBER 30, 2022 AND 2021

The Schedules of Changes in the Net OPEB Liability (Asset) and related ratios presents multivear trend
information about whether the Fund’s OPERB liability is increasing or decreasing over time, relative to the
Fund’s fiduciary net position. The projection of benefits for financial reporting purposes does not explicitly
incorporate the potential effects of legal or funding limitation on the pattern of cost sharing between the
employer and Fund members in the future.

The Total OPEB Liability as of September 30, 2022, is an estimate based on a roll-forward of the 2021

valuation results for the Fund.

Method and Assumptions used in Calculations of Actuarially Determined Contributions

Valuation Date: Actuarially determined contribution rates are calculated based on the actuarial valuation
performed one year prior to the start of the fiscal vear.

Actuarial Method

Entry Age Normal

Amortization Method

Level Percent of Pay, Closed

Remaining Amortization Period

13 years beginning with fiscal year end 2022

Asset Valuation Method

5- year smoothed Actuarial Value

Investment Rate of Return

6.50%

Discount Rate

6.50%

Salary Increase Rate

3.50% (plus merit scale)

Medical Inflation Rate 7.0% grading down to 4.0%
Assumption utilizes the Society of Actuaries Getzen Medical Trend
Model, and reaches the ultimate medical inflation rate in 2041,
Mortality The RP-2014 Healthy Employee Mortality Table with the MP-2021

Improvement Scale, fully generational RP-2014 Disabled Life
Mortality Table for disabled lives.
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Washington, DC 20016
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Jones

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

To the Mayor, Members of the Council of the Government of the District of Columbia and
Inspector General of the Government of the District of Columbia
Washington, D.C.

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States (Government Auditing Standards), the financial statements of the
Government of the District of Columbia Other Post-Employment Benefits Fund (the Fund), a fiduciary fund of
the Government of the District of Columbia, as of and for the year ended September 30, 2022, and the related
notes to the financial statements, which collectively comprise the Fund’s basic financial statements, and have
issued our report thereon dated January 3, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Fund’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Fund’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Fund’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses or significant deficiencies
may exist that were not identified.

Report on Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Fund’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and

grant agreements, noncompliance with which could have a direct and material effect on the Fund’s financial
statements. However, providing an opinion on compliance with those provisions was not an objective of our
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audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Fund’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Fund’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Mlrsishlof oo

Washington, D.C.
January 3, 2023
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