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1

calls with and without Ash, going over positions and

2

INVESTMENT ADVISORY COUNCIL
COMPENSATION SUBCOMMITTEE
CONFERENCE CALL

2

approaches and all that. And I think the -- on the

3

* * *

3

qualitative aspect side of it, I think he's got a good

1

4

MR. PRICE: This meeting concerns -- it's a

4

team. I've enjoyed working with them. And I just want

5

follow-on from last June -- it may be a follow-on from

5

to hand it over to Josh. Josh or Ash, if you want to

6

July's compensation subcommittee of the IAC to approve

6

interject now, either one of you, with some thoughts.

7

Ash's compensation package based on both input we get

7

8

quantitatively and qualitatively and our own survey of

8

what we're doing today is following a process that's

9

Ash's performance. And it's fine that Ash is on as

9

set forward in attachment 3A of today's materials,

MR. WILLIAMS: Sure. Thank you, Michael. Really

10

part of the call. So we're going to have a

10

which wraps up the part of this process on the

11

presentation.

11

incentive that applies to the executive director and

12

And I think, Ash, you should make a comment first,

12

CIO. The reason we have that one-person focus at the

13

and Josh Wilson from Mercer will have some comments. I

13

level of the comp subcommittee of the IAC, of course,

14

would like to make a few comments at the end of Josh's,

14

is that either I, for my direct reports, or other

15

and then we can have a vote. I think everyone has

15

executives here at the board for their subordinates,

16

received the package of contents, which included the

16

can handle the qualitative element of their incentive

17

Mercer work, as well as the July 15th letter from Ash,

17

comp.

18

talking about his view of his role at the IAC since --

18

The quantitative element, which is driven by

19

Ash, is it since '07 or '08?

19

investment performance, handles itself. But given that

20

MR. WILLIAMS: I got back in Q4 of '08.

20

I'm at the top of the pyramid here, there's nobody to

21

MR. PRICE: '08. I think it's been a tremendous

21

do that review for me, so that's the role that you

22

run. I think the IAC is doing better than ever. And

22

folks are in. And the process we follow is that we

23

that is based on my, you know, I think it's been three

23

start off with me submitting a self-assessment, which I

24

or four years' dealings with Ash but also with his

24

did circa July 15. And that is then shared with you.

25

staff, extensively with his staff on separate phone

25

Each of you responds with an evaluation of your own on
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6

1

a set of criteria, share those with Josh. He then

1

2

combines them, sends them back to me, and I share them

2

3

with you, which is the tee up for today's meeting.

3

MR. PRICE: Yes.

4

MR. WILSON: Terrific. Well, if you'll allow,

4

All of those things have happened. Josh will go

MR. WILSON: Thank you, Ash. Can everyone hear me
okay?

5

over the results of his tabulation in just a second.

5

what I'd love to do is just give you a 60-second recap

6

But basically that's where we are.

6

of the plan itself and then dive into what we did and

7

the results of what we did. So, if you remember, we

7

And back in the spring of this year, when we

8

adopted the budget of the SBA for fiscal 16-17, we

8

approved an incentive plan for about 62 people that is

9

included an increment of money to cover the second half

9

primarily quantitatively driven. Between 75 and

10

of the incentive program, the first half of which we

10

90 percent of all participants' measurement is

11

had already created funding for in fiscal 15-16. So

11

quantitative, based on the value add to the Florida

12

we're fully positioned to move ahead. And it really is

12

Retirement System Trust. There is a target of 25 basis

13

just a question of what everybody earns.

13

points outperformance, a threshold of 5 and a maximum

14

of 50.

14

And the way it works, again, is we have varying

15

components of total incentive comp, quantitatively

15

16

driven by very explicit numerical accomplishments of

16

10 percent of salary at the lowest level, with people

17

relative performance. And the more senior one is and

17

like analysts or traders, up to a maximum target of

18

the more ability one has to influence investment

18

35 percent for the CIO. It is measured on three year

19

outcomes, the higher the proportion of that

19

performance. Whatever incentive is earned, half of it

20

quantitative determination of incentive comp is.

20

is paid at the end of the cycle. The other half is

21

deferred one year, to help with retention of the
individuals.

21

So in the case of the executive director and CIO,

The incentive target by level varies from

22

it's 85 percent of the total incentive comp. The

22

23

subjective component is 15 percent, and it is that

23

As I mentioned, the CIO has a target of

24

15 percent that we're discussing today. So unless

24

35 percent. At threshold there's a 17 and a half

25

anyone has questions, I'll hand off there to Josh.

25

percent payout, and at maximum there's a 52 and a half
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7

8

1

percent payout. Within those numbers is an 85/15

1

2

split. Eighty-five percent is based on the

2

audited comes out to be the same as the unaudited,

3

quantitative achievement of the total fund, and

3

which is highly probable, what percentage would people

4

15 percent is based on the qualitative assessment,

4

earn? And I know it varies depending on position, but

5

which is what we're here to discuss today.

5

give me above 2 percent, down 2 percent, whatever. Can

6

you summarize?

6

The last bit of information, just so you recall,

MR. WENDT: So what would that mean? If the

7

the total cost of the plan for the 62 individuals at

7

8

target was 1.4 million, and the cost for the CIO at

8

you -- what we'll do is, assuming that the audited

9

target for the incentive plan was 134,000.

9

number comes out the way the unaudited one did, we

10

Any questions on that before we move specifically

MR. WILLIAMS: I think I can. I'm going to give

10

would trigger the maximum quantitative incentive payout

11

to -- I believe it's attachment 2A, which is the page

11

with any performance equal to or greater than 50 basis

12

describing the CIO specifically?

12

points. That would give the total cost of --

13

MR. WENDT: Are you going to discuss what the

13

MR. WILSON: If I can, Ash. That results in the

14

results for everyone other than the CIO have been? I

14

payment of approximately $2.1 million in aggregate,

15

don't mean each one. In total, how did it work out?

15

assuming that everyone's qualitative performance is

16

equal to the quantitative, so they're both at max.

16

MR. WILSON: I'm not sure if that's answerable yet

17

because the results are not audited. But, Ash, maybe

17

18

you want to handle that.

18

19

MR. WILLIAMS: Yes. Where we are so far, Gary, on

19

MR. WENDT: So everybody will max out on the
quantitative part.
MR. WILLIAMS: Not necessarily, because there

20

the performance is that the investment performance

20

would be -- what that does is that's a triggering

21

is -- and this is unaudited. We will have audited

21

mechanism that creates funding. To the extent there

22

numbers probably Q4 of this year. But as of June 30,

22

has been any individual asset class that, for example,

23

'16, the unaudited number is 71 basis points of

23

had underperformed in some meaningful way or had some

24

outperformance, and that's a 61 basis point net return

24

other issue, a compliance issue or something like that,

25

versus a benchmark of minus 11.

25

then they could get a significantly reduced or even no
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9

10

1

incentive comp, depending on what's what, because the

1

2

payment of that incentive comp is qualified not only by

2

request. And just to be clear, the reason why that

3

the quantitative performance but also by not having any

3

delay is there is simply that some asset classes,

4

compliance exceptions of a material nature, things of

4

primarily real estate, we do valuations once a year

5

that nature. You have to be well behaved and have good

5

because the valuation process itself is time-consuming

6

scores.

6

and expensive, and it really makes no sense to do it on

7

a quarterly basis.

7
8
9
10
11

MR. WENDT: But on the quantitative part, did
anybody not get maximum?
MR. WILLIAMS: Again, we won't know yet until we
have audited numbers but -MR. WENDT: Given that audited equals unaudited.

8

MR. WILLIAMS: That's a completely reasonable

The other area where you'll see some lag will be

9

in some of our private asset class holdings, notably

10

private equity and some of the positions we hold in

11

strategic investments.

12

Okay. I won't get to talk to you about this again, so

12

MR. WENDT: Thank you.

13

I've got to ask the question now. Is there anybody

13

MR. WILSON: Okay. If I can take you to the

14

that isn't maxing out on the quantitative part of the

14

attachment 2A, you'll see it's a breakdown of the CIO's

15

performance test, assuming audited equals unaudited?

15

incentive design. You'll see that on the top line is a

16

35 percent opportunity. It shows how much is

16

MR. TAYLOR: Honestly, Gary, we'll have to get

17

back to you more specifically. These numbers that we

17

organizational, i.e., quantitative, how much is

18

have here are at the total fund performance level. And

18

individual, or qualitative. So in the end, 15 percent

19

we don't have today ready, for even unaudited numbers,

19

of the total, or about five and a quarter percent of

20

quotable for you today on asset class outperformance.

20

his target is qualitatively achieved. And from a

21

It's possible that not everybody maxed out at the asset

21

dollar perspective, on a target of $136,000, 20,000 of

22

class level, and we'll just have to come back to you

22

that is the individual or qualitative section of it.

23

with that information.

23

So with that, if I can take you to attachment --

24

MR. WENDT: I'd like to know that.

24

I'm going to skip 3A because that's the process that

25

MR. TAYLOR: Okay.

25

Ash described. I'm going to take you to 3B, which is
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12

1

our amalgamation really of the evaluations that

1

interactions with the IAC, PLGAC and Audit Committee,

2

everyone on the IAC subcommittee put together.

2

again, three raters gave the CIO an exceeds, and two

3

raters gave him a meets, with one comment there.

3

So on page one of that document, the document is

4

called Qualitative Evaluation Review, et cetera.

4

5

You'll see that all five members of the IAC

5

raters gave the CIO an exceeds expectations and two

6

compensation subcommittee submitted their evaluations

6

raters gave him a meets expectations. And there's a

7

in a number of different categories, the four that

7

comment at the bottom there and then some other

8

we're measuring, overall mission, people,

8

commentary on page seven. Again, all the commentaries

9

efficiencies/infrastructure/operations, interactions,

9

were taken verbatim from the evaluations.

10

and then overall rating. We measured it using a zero

10

MR. PRICE: Thank you, Josh.

11

through three scale. Three is exceeds expectations.

11

MR. WILSON: Are there any questions from the

12

Two is meets expectations. One is below, and zero is

12

13

poor.

13

14

On the overall mission, of the five raters, four

And finally, from an overall perspective, three

committee on the process or how we did that?
MR. WENDT: Again, on the quantitative portion,

14

assuming that audited equals unaudited, what will the

15

of them rated exceeds expectations and one rated meets

15

bonus be or percentage of the maximum bonus be for the

16

expectations, and there were no comments. On the

16

CIO?

17

people, which is the following page, page three of the

17

18

document, again, four people rated exceeds and one

18

quantitative and qualitative, the maximum he can

19

rated as a meets. And there were some comments there

19

receive is 52 and a half percent of his salary. From a

20

that I won't read for you at the bottom, but they are

20

dollar perspective, I'll get that for you. From a

21

taken there verbatim.

21

dollar perspective, that's --

MR. WILSON: If he maxes out on the both

22

On page four of the document, if you look at the

22

MR. WENDT: I understand the rules. I want to

23

efficiencies, infrastructure and operations, three of

23

know now what happened, based on unaudited results,

24

the five rated the CIO as an exceeds and two rated as

24

what percentage will be received of the 85 percent.

25

meets, with no comments. On page five, the

25

MR. WILLIAMS: If I understand -- this is Ash.
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14

1

Gary, if I understand your question, your question is

1

maturity, at maximum investment performance assumption,

2

simply, if the numbers hold, what's the quantitative

2

the total incentive opportunity would be 204,487, which

3

payout; is that right?

3

is composed of two components. The quantitative piece

4

MR. WENDT: Yes, the percentage. If 85 percent is

4

is 173,814, and the individual component, or subjective

5

based on that and you've given us what the expectation,

5

component, would max out at 30,673.

6

maximum and minimum is, given that those figures exist,

6

7

what will the, with the unaudited result, what will the

7

8

payout be?

8

MR. WILLIAMS: Correct.

9

MR. WENDT: Now I want to know, based on the

9

MR. WILLIAMS: Yeah. What it would be would be,

MR. WENDT: I got all that. That was all in the
presentation.

10

by my calculations, the organizational component or the

10

organizational component, which I think is

11

quantitative component would be 44.65 percent. That

11

quantitative, is it not?

12

translates into dollars of $173,814. And then the --

12

MR. WILLIAMS: Yes, it is. That's right.

13

MR. WENDT: Can you say that one more time? Did

13

MR. WENDT: How did you do?

14

you say that you would -- rather than 85 percent, you

14

MR. WILLIAMS: Well, we think we're topping out,

15

would get 62 percent of that 85 percent?

15

because what we're showing now is 71 basis points of

16

MR. WILLIAMS: If you look at the chart under

16

outperformance. So 50 or above triggers the max. So

17

exhibit 2A, it sets it all out quite clearly, in terms

17

we'd be maxed.

18

of the percentages, and also matches dollars to them.

18

19

So what I did and what's broken down in the second half

19

20

of that chart is the total incentive opportunity, the

20

MR. WILLIAMS: Sorry if I made it complicated.

21

organizational component, which is also the

21

MR. OLMSTEAD: A quick clarification on the

22

quantitative investment performance piece, and then the

22

individual component, which it looked like they were

23

individual component, which is the subjective piece

23

pretty good scores, but I don't know how the individual

24

we're talking about today.

24

qualitative review -- it may be in here -- turns into

25

the individual at the 15 percent. So is there some

25

And taking your question all the way through to
ACCURATE STENOTYPE REPORTERS, INC.
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16

1

sort of numerical number in order to hit that, or in

1

2

Gary's words, what's your estimate on the individual

2

3

component?

3

the key points in the letter -- I don't want to take

4

you through it because it's in the book and I'm sure

4

MR. WILLIAMS: Right. And basically what you've

apologize for being late.
MR. WILLIAMS: Hey, Peter. Yeah. I mean, I think

5

got there -- and I'll defer to Josh on this. But what

5

you've all had an opportunity to see it. But I think

6

you've got is basically one of three options, one, two

6

the key things that we've done are that we've gotten

7

and three, which basically break you out at, just

7

the overall mission right in terms of getting the team

8

rounding out, as the chart shows on 2A, 10,000, 20,000,

8

in place, keeping the governance environment together

9

30,000, depending on what your evaluations are.

9

that makes good sense, working closely with the

10

Your evaluations clustered around exceeds, with a

10

trustees to deal with all sorts of external

11

minority position of achieves in there. So what we're

11

constituencies, including the legislature, to achieve

12

really not set up to do is extrapolate between the two.

12

some very high level things, like getting the funding

13

So I think whatever recommendation the group makes

13

back on track for the fund after the great financial

14

today it makes, and it's somewhere in that realm. It's

14

crisis and getting our performance and getting the

15

either two or three, by my assessment.

15

teams right in all the various asset classes.

16

MR. WILSON: If you just do the pure math -- this

16

We've had fully 50 percent turnover in our

17

is Josh -- you have three threes and two twos. That's

17

management team over the nearly seven years that I've

18

an average of about 2.6. So if you rounded it, it

18

been back, including new heads in the majority of the

19

would round up. I think that's the committee's

19

asset classes; in fact, I'm just thinking out loud

20

decision, whether it wants to go one, two or three on

20

here, probably all the asset classes. And all of them

21

the qualitative component.

21

have performed well. All of them have built good

22

teams, and all of them have affected turnover as

23

appropriate.

22
23

MR. PRICE: On that point, Ash, maybe you would
like to go through some of the points in your letter.

24

MR. WILLIAMS: Yeah, sure.

24

25

MR. COLLINS: This is Peter Collins. I'm on. I

25
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17

18

1

that gives us clean audit results, as indicated by

1

Committee, has been very constructive and open. And I

2

investment performance that has generally exceeded not

2

think the change you'll see and the evolution in the

3

only our portfolio benchmarks but our long-term real

3

way SBA and the role that we play and the job that we

4

return assumption, but we've also had a fair amount of

4

do as treated in the media has evolved very, very

5

external validation of what we've done.

5

favorably over the past five years and is more or less

6

where you'd like it to be.

6

And the external validation has come in several

7

forms, not least of them being being recognized as the

7

8

top large public pension fund in the country in 2015 by

8

return environment, and we will confront those with

9

Institutional Investor. And I was pleased earlier this

9

your help and do the best we can, and we're always open

10

year to receive an award individually as the top large

10

11

fund CIO in the United States from Institutional

11

12

Investor.

12

13

And we've done a lot of things like that. Next

There are always challenges. We're in a low

to new ways to do things and do them better.
MR. PRICE: Do any of the subcommittee people have
any comments or questions of Ash?

13

MR. COLLINS: This is Peter Collins. I read the

14

week I'll be in New York. I'm on the advisory board of

14

letter and actually had a conversation with Ash about

15

CNBC and Institutional Investors' Annual Delivering

15

it afterwards. I can't see -- I know we don't have a

16

Alpha Conference. I'll be there for that. We're

16

lot of experience at sort of perceiving these letters

17

planning to be on Squawk Box that morning, talking

17

that the comp plan calls for, you know, for Ash to do

18

about things that relate to what we do here. I think

18

these self-assessments. But I certainly thought it was

19

having a brand that has that kind of recognition

19

thorough and covered all the aspects that we set out

20

nationally and internationally is good for the State

20

for him. I don't have any issues with the letter at

21

and it's good for us and it helps us recruit and retain

21

all.

22

talent.

22

23

I think also the interaction we've had with you on

23

not on the committee, but I'd like to make a comment.
First, I recognize --

24

the IAC, with your counterparts on the Participant

24

25

Local Government Advisory Council and also our Audit

25
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20

1

MR. COBB: -- this is totally focused on the

1

I think by any measure we appear in the top half for

2

qualitative and not the quantitative things, and from

2

most measurable periods. And then depending on whether

3

my point of view, Ash and the team have exceeded what

3

you're looking at one, three, five, ten, 20, 25,

4

we might expect from a qualitative point of view. If I

4

et cetera, year periods, we will vary a little bit

5

had a vote, I would vote max on the qualitative.

5

based on the following.

6

My question, which I think should be brought up as

6

In periods where liquid equity markets do well, we

7

this committee deals with this important point, is the

7

will do better than our peers because we tend to have

8

other quantitative issues. I actually lost in the

8

more global equity exposure and less alternative

9

voting, because I thought a portion of the incentive

9

exposure than most of our large fund peers. In periods

10

should relate to actual results and possibly peer

10

that are negative for public equity markets, they will

11

review results. And I lost out on that vote. I was

11

sometimes outperform us by a little bit because they

12

voted out, and we agreed that it would be totally based

12

have less exposure to a bear market, even a transient

13

on performance vis-a-vis a benchmark and policy.

13

bear market, and it will show up in a quarter or two.

14

MR. COBB: Ash, let me ask for a more precise --

14

However, for this deliberation, I think it should

15

be in the record, because I think it was pretty good,

15

for this year, as I understand it, we were positive,

16

how we did on an absolute basis and how we did versus

16

our funds were positive for the year being measured,

17

the other peers of state pension funds.

17

and secondly we were in the top half of our peer

18

review. Is that a correct assumption?

18
19

MR. PRICE: Thank you. So that should be noted in
the --

19

MR. WILLIAMS: That's correct. For the fiscal

20

MR. COBB: Ash, can you answer that question?

20

year ended June 30, from the range of reports we've

21

MR. WILLIAMS: Well, you know that we did well

21

seen -- and they're not all out yet, but for those

22

we've seen with other major funds, we're pretty much

22

relative to our benchmarks. We've discussed that.

23

MR. COBB: I understand that.

23

middle of the pack or slightly ahead of middle of the

24

MR. WILLIAMS: Relative to our peers broadly,

24

pack. There are some that are a little better, some

25

there are several different ways you can cut that. But

25

that are a little worse.
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1

MR. COBB: And we were positive.

1

the fund's performance, it seems like the maximum

2

MR. WILLIAMS: Yes, sir.

2

individual objective has been met, and I think there's

3

MR. COBB: Positive by how much?

3

some subjectivity to that. But whether it's 26,000 or

4

MR. WILLIAMS: A whopping 61 basis points net.

4

30,000, I'm all for the 30,000 max, but it seems like

5

MR. COBB: No, no. Absolute.

5

that's what we're discussing.

6

MR. WILLIAMS: That is absolute. The relative

6

7
8
9

performance was 71 basis points to the good.
MR. COBB: Because the benchmark was slightly
negative, you're saying.

7

MR. PRICE: Any other comments from committee
members?

8

MR. WENDT: Gary Wendt has one. But it doesn't

9

have to do with how much is the qualitative bonus to

10

MR. WILLIAMS: Correct.

10

Ash. I'd like to just make sure somebody listens to me

11

MR. COBB: And we were positive. Thank you,

11

at the end.

12

Mr. Chairman. I just thought it was important that be

12

MR. COLLINS: This is Peter Collins. I'm assuming

13

on the record, that although it's not part of our

13

that was Bobby Jones that was talking before Gary. And

14

stated plan, some board members think it's important,

14

I would agree with Bobby on his recommendation. But,

15

and it clearly meets all the criteria that I had that

15

again, whether it's 26 or 30, I know relative to other

16

we be positive and that we be doing well vis-a-vis our

16

state employees, that might be a big number, but I

17

peers. So excuse me for interrupting.

17

certainly think that if the 30 is the max, then I would
vote for the 30.

18

MR. PRICE: Thank you very much, Chuck. Are there

18

19

any other questions or comments from the members of the

19

20

committee?

20

21

MR. JONES: Yeah. I don't know where we go from

21

MR. PRICE: Thank you. Are there any other
comments from committee members?
MR. DANIELS: This is Les. I would go along with
that.

22

here, Michael, but it seems to me that based on our

22

23

review of Ash's response, our understanding

23

MR. OLMSTEAD: Vinny Olmstead likewise.

24

particularly of the organizational accomplishments this

24

MR. PRICE: Thank you, Les. Thank you. If I may

25

past year as set out in his performance objectives and

25
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1

all been very positive with both Ash and the committee,

1

MR. WENDT: I do have a comment. And it has

2

and I feel very strongly that, you know, incentivizing

2

nothing to do with the -- I voted for the maximum. All

3

people and compensating people is the right thing to do

3

that's good. But I think the answer to the first set

4

for the IAC, with Ash and his staff.

4

of questions I was asking, which had to do with

5

And as long as I'm sticking around, that's kind of

5

everybody other than Ash, was that we don't know but

6

where I come from. As I said before, a little turnover

6

it's pretty sure everybody is going to get the max.

7

is good, but too much turnover is no good. And we

7

8

certainly don't want any turnover in the leadership.

8

90 percent correct is less relevant than my thought

9

And I feel very strongly that we vote for the

9

that if we have a program which in a year where it's

10

recommendation of this incentive plan for our CIO.

And whether or not that's 100 percent correct or

10

barely break-even and almost every (inaudible) we don't

11

MR. WENDT: Is it a recommendation?

11

have a good plan, and that plan should be redesigned so

12

MR. JONES: I recommend the maximum individual

12

that there are incentives to do better and not where

13

objective for the executive director and CIO, Ash

13

people can max out, everybody can max out. It's just a

14

Williams.

14

comment.

15

MR. PRICE: That's correct.

15

16

MR. COLLINS: If that was a motion, then Peter

16

17

Collins will second it.

17

MR. PRICE: Thank you, Gary. I understand. Any
questions or comments?
MR. WILSON: Just one comment from Josh, if it's

18

MR. PRICE: All in favor?

18

helpful. Just on a dollar basis, on the size of the

19

(Ayes)

19

fund that we're dealing with, $150 billion, 71 basis

20

MR. PRICE: Any opposed? The motion is passed to

20

points of outperformance is about a billion dollars,

21

accept the recommendation. Thank you very much. Josh,

21

and we're paying out about 2 million in incentive,

22

thank you. Ash, thank you. And I think we'll be

22

which is less than .2 percent. The 99.98 percent, I

23

seeing everybody on the 19th.

23

believe, or 99.8 percent, is going back to the

24

constituents. In the experience that I have with other

25

states, that's a very, very good ratio and extremely

24
25

MR. COLLINS: Gary Wendt had something to say, I
think.
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1

that everybody got 100 percent, we probably need to

2

MR. WENDT: I also think these people should be

2

look at that. If the complaint is they got 100 percent

3

paid and paid a lot, and I wouldn't mind paying them

3

because -- you know, seeing as they only got 71 basis

4

more. My comments -- and I don't want them

4

points, I don't have an issue with that.

5

misinterpreted -- are directly at Marsh & McLennan

5

MR. WENDT: I do. I do. And as a taxpayer --

6

here, I guess it is, who have designed a plan that we

6

MR. OLMSTEAD: What was the last two years? And

7

approved, which is not a good plan when almost

7

just for maybe historical context, was it 100 percent

8

everybody gets max. It's just not.

8

in the last few years, or is this --

9

MR. WILLIAMS: Well, this is Ash, Gary. I hear

9

MR. WILLIAMS: The history, Vinny, on that, when

10

all your points. I would just add, I don't think

10

we were doing the plan structure, when we looked back

11

everybody will get max. Let's get there, and we'll

11

on this, with the thresholds that we set, the minimum

12

have that conversation.

12

trigger to pay any incentive comp of any kind would not

13

have been met in 43 percent of the years in the history
of the SBA, as I remember.

13

MR. COLLINS: This is Peter Collins. Gary, I

14

can't disagree with you based on one premise. But on

14

15

the other, I would disagree. So the one premise is,

15

16

yeah, a comp plan that pays everybody 100 percent

16

is, prior to us doing this, there really wasn't a real

17

probably isn't great, because I can't believe that

17

comp plan like you would traditionally think.

18

everybody deserves 100 percent.

18

MR. WILLIAMS: Well, that's correct. But if you

MR. COLLINS: So essentially what they're saying

19

But on the other hand, if we're tying it to

19

take a look at the thresholds that we've used in this

20

performance, you can't really knock them for 71 basis

20

plan and you applied them to the actual historical

21

points if that's outperformance. We don't want to be

21

performance of the SBA, what I'm saying -- and, Josh,

22

paying them to take too much risk to outperform the

22

correct me if I'm wrong on this, but as I remember the

23

market. Right? So that's just not their role. Some

23

analysis when we did the plan structure, at these

24

of the managers, yes, but not on an overall basis.

24

thresholds, 43 percent of the time in the history of

25

the SBA no incentive would have been triggered, zero.

25

So if the complaint is, hey, we've got a comp plan
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1

MR. WENDT: Hey, look, if everybody thinks that a

1

every year. What's the program for? You might as well

2

plan where almost everybody gets max is a good plan at

2

put it in salary and let it --

3

a time when we're not even coming close to (inaudible)

3

4

of what we're supposed to do for the pension, for the

4

little different in the public realm, where the

5

taxpayers, if everybody thinks that's fine, I'm not

5

compensation is somewhat lower. I think it's a little

6

going to argue. But I've only been at this for 30

6

different, number one. And, number two, I think

7

years, and I know that a plan where everybody goes home

7

there's something like 62 employees we're talking about

8

with a big smile on their face is not a good plan.

8

in total. And not 100 percent of them are going to go

9

home -- Ash, is this right -- with smiles on their

9

MR. OLMSTEAD: Ash, in the context of the last --

MR. PRICE: Gary, this is Michael. I think it's a

10

since you've been at the helm, what percentage do you

10

faces. I don't think 100 percent.

11

think would -- you know, 43 percent over the history I

11

MR. WILLIAMS: Correct.

12

get. How about what percent over your latest regime

12

MR. PRICE: There is a subjective nature to their

13

here?

13

reviews.

14

MR. WILLIAMS: Over the -- go ahead, Gary.

14

MR. WENDT: But 90 percent will. And I think the

15

MR. WENDT: Who did you ask that question to?

15

fact that this is -- I don't know what you call public

16

MR. OLMSTEAD: I'm just curious, from Ash's

16

or private, but that this is a governmental agency, for

17

perspective -- and I understand over the history of the

17

us to be giving out 100 percent to everybody down the

18

SBA, it's 43 percent. I'm just curious what it would

18

trail at a time when we aren't even coming close to

19

be over the last seven or eight years.

19

meeting the obligation. This has nothing to do with

20

MR. WILLIAMS: I don't know about the seven or

20

our capabilities. I'm not talking about people's

21

eight, but over the six fiscal year-ends that I've been

21

capability. I'm talking about plan design.

22

on deck since I came back, I think we would have

22

23

triggered it every year.

23

again, the issue that I have -- I don't have an issue

24

with the premise that if everybody gets 100 percent, we

25

might want to look at it. I don't have that issue. I

24
25

MR. WENDT: Then your standards aren't -- then
your objectives aren't high enough, if everybody wins
ACCURATE STENOTYPE REPORTERS, INC.
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1

don't have a disagreement there. I do have a

1

MR. COLLINS: That I don't necessarily have an

2

disagreement with saying, Hey, you know, you can't get

2

issue with. I can't really argue with you on that.

3

100 percent if you don't even come close to getting

3

4

6 percent return.

4

funds, it's not going to look real good. I don't know

MR. WENDT: I think as guardians of the taxpayer

5

We on the one hand bonus them for performance, but

5

whether this will get broadcast or not. I don't know

6

we are also the ones that sign off on asset allocation.

6

how much information goes out. But if anybody wants to

7

So you can't tell them you have to invest this way and

7

make an issue about giving 100 percent when you made

8

then -- and they outperform the market based on that

8

less than 1 percent --

9

benchmark and then say that's not good enough.

9

MR. COLLINS: There again, now, you're losing me

10

MR. WENDT: I'm okay about your bonus, Peter.

10

on that. They made less than 1 percent because we gave

11

MR. COLLINS: I do it for free. And you know

11

them an asset allocation and a benchmark and said, Hey,

12

what? I'm in a different business. Right? So I'm

12

you can't have too much tracking error. So on one hand

13

supposed to outperform the market by a lot.

13

we said, hey -- you know, sort of like, here's your

14

ceiling, and then we penalize them for not busting

15

through the ceiling.

14
15
16

MR. WENDT: Your business in this case has to do
with operating in the IAC -MR. COLLINS: Right. I just think it's unfair to

16

MR. WENDT: I understand you disagree.

17

say, Hey, here's your asset allocation. You can't have

17

MR. WILLIAMS: Gentlemen, can I help you here?

18

a big tracking error, and you have to follow this --

18

MR. WENDT: I understand you disagree with me on

19

you know, and here's your benchmark. But at the same

19

that part. I'm not going to change. I don't think we

20

time say, Well, you know, you didn't do good enough,

20

should do this. I think we should have a plan that's

21

when you still outperformed your benchmark.

21

designed with some flexibility to take care of the

22

taxpayers.

22

MR. WENDT: You understand my point. Any plan

23

which has 90 to 100 percent of the people getting 100

23

MR. DANIELS: I think there are a couple of points

24

percent bonus in any year, in any year, is not a good

24

here that we're looking at. First, Gary, we're looking

25

plan. It just isn't, from a management standpoint.

25

at a data point of one. This is the first plan that
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1

we've been through. The back-testing, the plans three,

1

about a problem here that we don't know that we have

2

five and ten years ago rather than over the whole

2

yet. Let's get through the process and come back to it

3

course, 43 percent, might be something we might want to

3

and see where we are.

4

take a look at.

4

MR. OLMSTEAD: A real quick question. Vinny

5

Olmstead. So just -- again, it's sort of high level.

5

As far as giving a bonus when we don't make money,

6

I remember the days when Lee Iacocca took over

6

But when you look at we're greater than 50 percent, in

7

Chrysler's turnaround, and the whole public went crazy

7

determining how we came up with this plan, right, was

8

because he got a $20 million bonus and they lost money.

8

there any contemplation of, you know, above 50, above

9

Well, he got the bonus because they lost less money

9

70 or above 80 with where we fell out? I guess it's a

10
11

than they would have.
MR. WENDT: Les, we are an organization that works

10

question on the construct of the plan. Is any of

11

that -- was it contemplated?

12

for the taxpayers of the state, and that should be

12

MR. WILLIAMS: Yes. This thing was under

13

taken into consideration. But if everyone disagrees

13

construction for two or three years, with extensive

14

with me, I don't have a problem.

14

public meetings and discussion and input from an awful

15

lot of folks.

15
16

MR. WILLIAMS: Mr. Chairman, this is Ash. Can I
say something?

16

MR. OLMSTEAD: I agree with Peter with regard to I

17

MR. PRICE: Yes, Ash. Go ahead.

17

don't have a problem with earning 100 percent. The

18

MR. WILLIAMS: Gary, I don't disagree with you,

18

other question I have, though, is if you're just above

19

and I am sensitive to your points. And I can

19

50 percent, you know, does that mean there's 47 percent

20

absolutely assure you that they will be taken into

20

that are outperforming? I don't know if that's the

21

consideration as we go through this plan. And the

21

right way to look at it. Does that mean it should

22

likelihood of a sample of 200 human beings all being

22

equal the 100 percent, which is more a conversation

23

100 percent on their incentive comp might happen in

23

around the construct of the plan that I don't have

24

Lake Wobegon, but I don't think it happens in

24

historical knowledge of.

25

Tallahassee. So I think we're rushing to judgment

25

ACCURATE STENOTYPE REPORTERS, INC.

I see both sides of the story. Gary, I don't
ACCURATE STENOTYPE REPORTERS, INC.

33

34

1

disagree with you. I think there is contemplation of

1

2

everybody being paid out 100 percent. So I don't have

2

Michael Price and with you that we should pay these

3

a strong conviction, because I'm new, but I do think

3

people all we can, all we can get away with. But a

4

it's a worthwhile discussion, at least for next year.

4

bonus plan that has everybody getting max is not a well

5

designed plan. And I will not be -- I'm convinced of
that.

5

MR. JONES: I think one mitigating factor that

6

we've got to recognize -- and I think it comes back to

6

7

Gary's comment about the taxpayers. This is not the

7

8

normal type job. I think we all recognize these are

8

9

highly trained investment professionals, usually

9

MR. WENDT: Once again, I want to make clear with

MR. COBB: Mr. Chairman, this is Chuck Cobb again.
I wasn't going to say anything.
MR. PRICE: Yes, Chuck. Please go ahead.

10

working in New York or Atlanta, to get them to

10

MR. COBB: Now I'm going to talk twice today.

11

Tallahassee and to do it with very little turnover.

11

First, I think that Gary is on a reasonable point. My

12

You know, I would agree with Gary that many

12

answer to Gary is that, in my judgment, our pension

13

people -- if we asked a state teacher if she thought

13

plan is really well managed. And I compare it to the

14

anybody ought to make 200,000, the answer would be,

14

other eight or nine pension committees I'm on. And it

15

hell, no. If you ask her about her retirement fund in

15

is by far the best results, and it consistently is one

16

15 years, maybe, maybe. But that's why we're there, is

16

of the best results.

17

to make sure we're protecting her.

17

18

I think the biggest thing we need to do --

I know for a fact that the average foundation last

18

year had a minus 2 percent return. And so we were --

19

somebody said it earlier -- is to protect these people

19

and so while maybe the average state pension fund was

20

and Ash and make sure we maintain a stable environment

20

down one-tenth of 1 percent, the average foundation in

21

to outperform not only our peers but to make sure we

21

this country was down even more. So our performance

22

take care of the retirement needs of the State of

22

was really very good. And so I'm comfortable with us

23

Florida employees over the long haul. And, I mean,

23

giving max.

24

that's just not the normal job. It's not a 3 percent

24

25

raise.

25
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1

Gary. If in fact we were in the bottom quartile of

1

MR. WENDT: It would not be important if we were

2

other pension funds and we were basically break-even or

2

in year seven. But in year one, when you start right

3

six-tenths of 1 percent positive and we were in the

3

out and you see that this program is poorly designed

4

bottom quartile of other pension funds or other

4

(inaudible). But that's not the point. The point

5

endowments in this country and we were paying max, even

5

isn't the quality of the people. It is do we have a

6

though we beat our benchmark, then I would have a

6

plan that reflects better payments for better people

7

concern.

7

and not such good payment for (inaudible).

8

But since we're not there -- but maybe Gary has a

8

MR. COLLINS: Mr. Chairman, Peter. As I said, I

9

good point, that this is a good time to review our

9

10

quantitative criteria, which -- and you've heard my

10

with part of it. But I do think that it probably is a

11

position, that I think peer review is important.

11

topic for a conversation, but a longer conversation,

12

maybe an in-person conversation at a future

12

MR. WILSON: One more comment from Josh here. I

agree with part of what Gary is saying. I disagree

13

understand the commentary and the concern. Whoever

13

subcommittee, the next subcommittee meeting. I do

14

mentioned that this is a one data point argument I

14

think that we should talk a little bit about it.

15

think is a great one. If we have 100 percent payout

15

But I think for the task at hand today, I think we

16

ten years in a row, Gary, I would absolutely say fire

16

all, even Gary, approved. So I don't know if everybody

17

us. I think one year perspective, we probably need a

17

has it on their calendar to stay on the phone call

18

little bit more perspective to understand how it's

18

another hour, but I do think it needs some discussion.

19

going to play out over time.

19

MR. PRICE: That's fine. I'm all in favor of

20

that. If there are any other comments, I welcome them.

20

We modeled it backwards, as Ash pointed out, and

21

tried to measure it so that an average year target

21

If not, we can move for adjournment and we can discuss

22

would be achieved. And that was the goal, because

22

this on the 19th.

23

we're trying to motivate performance better than it's

23

MR. JONES: Mr. Chairman, just a question. I

24

been. So I think one year is a short sample and, you

24

noticed in the minutes that you needed an approval for

25

know, let's take a look at it next year.

25

April 21st minutes.
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1

MR. PRICE: Yes. Would someone please move it?

1

2

MR. JONES: So moved.

2

3

MR. COLLINS: Second.

3

4

(Ayes)

4

STATE OF FLORIDA

)

5

MR. PRICE: Thank you. Okay. Any other business?

5

COUNTY OF LEON

)

CERTIFICATE OF REPORTER

6

So we've had our vote. We've had a very good

6

7

discussion, and we'll see you on the 19th. Thank you

7

8

very much.

8

do hereby certify that the foregoing pages 3 through 37,

9

both inclusive, comprise a true and correct transcript of

9
10

(Whereupon, the meeting was concluded at 2:55
p.m.)
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11
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Incentive Plan Design
ED/CIO - FY 2016-17
• Individual component level for ED/CIO position accounts for 15% of total award
• Organizational and individual component payouts at various incentive achievement levels are
shown below. Evalaution criteria for individual component was determined by IAC
Compensation Subcommittee in June 2015.
Incentive as a % of Salary
Mix

Threshold

Target

Maximum

Total Incentive Opportunity

100%

17.500%

35.000%

52.500%

Organizational Component

85%

14.875%

29.750%

44.625%

Individual Component

15%

2.625%

5.250%

7.875%

Incentive Opportunity Breakdown (Annual Salary = $389,500)
Mix

Threshold

Target

Maximum

Total Incentive Opportunity

100%

$68,162

$136,325

$204,487

Organizational Component

85%

$57,938

$115,876

$173,814

Individual Component

15%

$10,224

$20,449

$30,673

MERCER

August 31, 2016

ED/CIO Incentive Plan Evaluation Process - FY 16-17
ED/CIO Individual/Qualitative Measurement
The sections below outline the approved criteria and process for evaluating the ED/CIO’s
individual/qualitative performance, which constitutes 15% of his incentive award (the other 85% of the
award is determined by the level of outperformance of the FRS Pension Fund). Any changes to the
criteria for the next Performance Period (fiscal year) need to be determined and communicated to the
ED/CIO prior to July 1.
ED/CIO Individual/Qualitative Performance Criteria
In line with the overall framework for the incentive plan, criteria for the individual/qualitative
performance portion of the ED/CIO’s incentive award initially approved in June 2015 are: (1) Overall
Mission; (2) People; (3) Efficiencies/ Infrastructure/ Operations; and (4) Interaction with the Investment
Advisory Council, PLGAC and Audit Committee. The Qualitative Evaluation Form on the following pages
includes more descriptive information regarding each rating area.
Process and Schedule for ED/CIO Qualitative Performance Rating
In June 2015 it was decided the Compensation Subcommittee will rate the qualitative performance of
the ED/CIO and recommend to the full IAC the amount of incentive to be awarded for the Performance
Period. The IAC will vote to approve or disapprove the recommendation.
July 1-13: ED/CIO prepares summary of accomplishments in each of the four areas (Mission, People,
Efficiencies/Infrastructure/Operations, and Interaction with IAC, PLGAC and Audit Committee). As part
of the summary, the ED/CIO may want to encourage the individual Compensation Subcommittee or IAC
raters to speak with individual members of the Audit Committee and/or PLGAC to gain additional
perspective on interactions with them.
By July 15: ED/CIO sends his/her Summary to raters (members of Compensation Subcommittee) along
with the attached evaluation form.
By July 31: Raters evaluate ED/CIO and return form to Mercer. Mercer may seek clarification of the
ratings and/or comments of individual raters.
By August 31: Mercer compiles final ratings and all final comments from raters and sends them to the
ED/CIO, who will compile the materials for a noticed public meeting of the Compensation Subcommittee
to review/discuss the evaluation with ED/CIO and provide an overall recommendation to Trustees. The
Subcommittee will present its recommendation to the IAC for its approval or disapproval prior to
sending the recommendation to the Trustees.
Following the public meetings of the Subcommittee and the IAC, the Subcommittee Chair
communicates the recommendation regarding qualitative incentive award and supporting rationale to
Trustees, with a copy to IAC members, as materials for a noticed public meeting of the Trustees.
Final Action: Trustees consider recommendation in public meeting.
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S TAT E B O A R D O F
A D M I N I S T R AT I O N
FLORIDA
EXECUTIVE DIRECTOR
PERFORMANCE
E VA L U AT I O N S U M M A R Y
AUGUST 2017

Jon Mason
Josh Wilson

Atlanta

INTRODUCTION
• Mercer has advised State Board of Administration Florida to a variety of human capital needs
since 2012.
• Mercer was asked to collect and disseminate a summary of the performance evaluations
completed by the Compensation Subcommittee of the IAC. Performance reviews were
completed by the following members:
– Michael Price
– Gary Wendt
– Peter Collins
– Les Daniels
– Vinny Olmstead
• The following pages include an overall summary of the responses and detailed pages on the
survey questions

Copyright © 2017 Mercer (US) Inc. All rights reserved.

2

EXECUTIVE SUMMARY
Question

Average Rating

Overall Mission

4 out of 4

People

3.8 out of 4

Efficiencies/
Infrastructure
/Operations

3.6 out of 4

Interaction with
Committees

3.6 out of 4

Individual Rating

4 out of 4

• The Executive Director received the
highest scores related to the overall
mission and the individual rating with all
“exceeds” ratings for these two
questions.

– The marks were high across all
questions with the remaining three
questions falling in-between “meets”
and “exceeds” on average

• Mercer converted the verbal rating scale to a numerical scale as follows:
– Exceeds= 4 out of 4
– Meets = 3 out of 4
– Below = 2 out of 4
– Poor = 1 out of 4
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OVERALL MISSION
• The rating for this category should reflect the degree to which the ED/CIO has:
• Assured appropriate alignment with the investment policy of the SBA’s mandates (e.g., FRS
Defined Benefit Pension Fund, FRS Investment Plan, Florida PRIME, Florida Hurricane
Catastrophe Fund (FHCf), etc.), considering the long term needs of the relevant fund, the risk
tolerance of SBA Trustees, and the perceived market environment.
• Provided leadership for effective functioning of the SBA, FHCF and the Office of Defined
Contribution Programs.
• Maintained/strengthened the reputation/brand and performance of the SBA in relation to its
large public pension fund peers; external communications and issue management

4 OUT OF 4
Comments:
- “Ash has clearly exceeded expectations and exemplifies both the mission and vision. The
culture of accountability and credibility should be pointed out”
- “Very impressed after 5 years of working team and Ash”
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PEOPLE
• The rating for this category should reflect the degree to which the ED/CIO has:
– Developed subordinate staff
– Recruited and retained key talent

3.8 OUT OF 4
Comments:
- “Perhaps the key aspect, Ash has exceeded expectations. Recruiting and maintaining
talented team members in the public sector, and in Tallahassee is no small task”
- “High quality, dedicated, at below market compensation rates”
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E F F I C I E N C I E S / I N F R A S T R U C T U R E / O P E R AT I O N S
• The rating for this category should reflect the degree to which the ED/ClO has:
– Assured the development of organizational structures, systems and processes that enable
effective functioning of the SBA, FHCF and the Office of Defined Contribution Programs.
- This includes such areas as communication of knowledge; development and
institutionalization of systems and structures to enhance performance and control risk;
efficient acquisition and use of data and other resources; business continuity planning,
etc.

3.6 OUT OF 4
Comments:
- “Excellent”
- “Ash’s blend of high competency in government, investing and leadership has aided to the
success of Investment success”
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INTERACTION WITH IAC, PLGAC & AUDIT
COMMITTEE
• The rating for this category should reflect the degree to which the ED/ClO has:
– Maintained effective working relationships with individual IAC members and the Council as
a whole, with members of the Audit Committee, and members of the PLGAC, on matters
within the concern of each body.
– Provided requested information and transparency. Note: As part of the evaluation process,
individual raters may speak with individual members of the IAC, Audit Committee and/or
FLGAC to gain perspective on ED/CIO interactions with them.

3.6 OUT OF 4
Comments:
- “Prompt, clear and appropriate”
- “Minimal/no communication other than once each three month meetings and repetitive form
of stats with no comments”
- “Extremely good communication, open, transparent and honest”
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O V E R A L L I N D I V I D U A L / Q U A L I TAT I V E P E R F O R M A N C E
R AT I N G F O R T H I S P E R I O D

4 OUT OF 4
Note: There was no comments section provided for this final rating
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3560 Lenox Road, Suite 2400
Atlanta, GA 30326
jon.mason@mercer.com
www.mercer.com

MEMO
TO:
DATE:
FROM:
SUBJECT:

Michael Price, Chairman, Compensation Subcommittee of the Investment
Advisory Council, State Board of Administration
August 30, 2017
Jon Mason, Principal, Mercer
Mercer’s Review of SBA Compensation study and Salary Recommendation for
Executive Director/Chief Investment Officer (ED/CIO)

Dear Mr. Price,
In 2012-13, Mercer was engaged to conduct a compensation study for the State Board of
Administration of Florida (SBA). Near the conclusion of that study, Mercer issued a letter of
recommendation to Chuck Newman, your predecessor as the Chairman of the Compensation
Subcommittee of the Investment Advisory Council, State Board of Administration with regard to the
SBA’s ED/CIO (Mr. Ash Williams) compensation. The recommendation was to increase the ED/CIO’s
annual salary to $410,000 which approximated the median of the five largest public pension funds in
the United States. Mr. Williams’ salary was adjusted from $325,000 to $367,500 effective 12/10/13
and adjusted again to $389,500 effective 12/1/2014.
In 2016, the SBA refreshed the analysis done in 2013 but did so internally (as a fee savings measure)
and Mercer reviewed and validated the work. In Mercer’s view, the process undertaken by the SBA
was appropriate and consistent with the approach Mercer would have taken.
This year, the SBA again conducted the ED/CIO salary analysis internally and has asked Mercer to
review the analysis and provide a base pay recommendation for the ED/CIO. We again believe the
process undertaken by the SBA is reasonable and consistent with past practices.
Annual Review of CIO’s performance
Mercer received feedback from all five members of the Compensation Subcommittee pertaining to the
annual performance of the ED/CIO. Mr. Williams received high marks in all categories, with all
Subcommittee members giving the highest possible ratings with respect to Mr. Williams’ overall
individual performance. The Subcommittee has consistently communicated its desire to retain Mr.
Williams and the intention to provide market competitive compensation to all SBA employees,
including Mr. Williams.
Mercer’s Recommendations Regarding SBA’s ED/CIO Compensation
The 2016 market data for the SBA pegged the median base salary for CIOs at the five largest public
pension funds in the United States at approximately $455,000. Last year, we recommended phasing
in the increase for Mr. Williams’ salary by initially adjusting to $425,000 in 2016 and then adjusting his
salary again in 2017 to $455,000 to align with market median.
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August 30, 2017
Mr. Price

The SBA compiled multiple salary market reference points for Mercer’s review which ranged from
approximately $460,000 to $490,000. Based on this review, we recommend staying on track and
increasing Mr. Williams’ salary this year to $455,000 which is the midpoint of the ED/CIO’s pay grade.
In 2018, Mr. Williams should be considered for another increase, depending on the market at that
time and performance.
Additionally, several SBA employees, including Mr. Williams, are eligible for a performance based
incentive which is closely tied to the results of the funds. Mr. Williams is eligible for incentive
compensation ranging from 17.5% to 52.5% of salary and Mercer remains comfortable that the
incentive compensation is reasonable and competitive.
If you have any questions, please do not hesitate to contact me.
Thank you,
Jon

2016-17 SBA Compensation Update
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SBA Incentive Compensation Information
2015-16 and 2016-17
2015-16 Incentive Compensation Statistics
Total Eligible Positions
Total Participants Receiving an Award
Maximum Possible Award
Maximum Possible Quant. Award
Actual Quant. Award (Pd. Over 2 yrs.)
Max. Possible Indv. Awd. (Pd. Over 2 yrs.)
Actual Indv. Award (Pd. Over 2 yrs.)
Actual Total Award Earned (Pd. Over 2 yrs.)
% earned quant. vs max possible
% earned indv. vs max possible
% earned vs. max possible
% of participants earning max award
Total Awards Pd. In December 2016
Total Awards Deferred to December 2017

64
57
$ 2,126,550
$ 1,786,970
$ 1,382,538
$ 339,580
$ 255,999
$ 1,638,535 *
77%
75%
77%
53%
$ 869,218 **
$ 769,318

2016-17 Incentive Compensation Information
Preliminary Results
Total Eligible Positions
64
Total Participants Receiving an Award
61
Maximum Possible Award
$ 2,126,827
Maximum Possible Quant. Award
$ 1,783,384
Actual Quant. Award (Pd. Over 2 yrs.)
$ 1,662,624
Max. Possible Indv. Awd. (Pd. Over 2 yrs.)
N/A
Actual Indv. Award (Pd. Over 2 yrs.)
N/A
% earned quant. vs. max possible
93%
% of participants earning max quant. award
77%

*(8.1% of SBA budgeted salaries)
* *More than 50% paid out due to two individuals reaching
age 65 in calendar year 2016, triggering 100% payout
pursuant to the Plan document.
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SBA Base Compensation Update as of
December 2016 – Latest Cycle
Non-Incentive Eligible
Total Employees
Non-Incentive Eligible as % of Total Employees
Aggregate 2016 Midpoints
Aggregate 2016 Actual Salaries (PT Adjusted to FT)
Salaries as % of 2016 Midpoints
Average Years in Job/Grade
Aggregate Last Increase
Average % of Last Salary Increase
Average Non-Incentive Eligible Salary Increase
% Increase Range for Last Salary Increase

Distribution of Salary Increases - Non-Incentive Eligible
126
68.1%
10,055,200
9,255,223
92.0%
4.8
313,617
3.5%
2,489
0.0% - 15.9%

Incentive Eligible
Total Employees
Incentive Eligible as % of Total Employees
Aggregate 2016 Midpoints
Aggregate 2016 Actual Salaries
Salaries as % of 2016 Midpoints
Average Years in Job/Grade
Aggregate Last Increase
Average % of Last Salary Increase
Average Incentive Eligible Salary Increase
% Increase Range for Last Salary Increase

Percentage Increase
No Increase
.1% - 5%
5.1% - 10%
10.1% - 15%
Greater than 15%

Number of
Employees

Percentage
of Employees
26
20.6%
73
57.9%
22
17.5%
3
2.4%
2
1.6%
126
100.0%

Median % Increase:

3.1%

Distribution of Salary Increases - Incentive Eligible
59
31.9%
8,873,300
7,462,656
84.1%
3.2
176,047
2.3%
2,984
0.0% - 5.5%

*The data on this slide reflect only SBA information and exclude FHCF and ODCP.

Percentage Increase
No Increase
.1% - 5%
5.1% - 10%
10.1% - 15%
Greater than 15%

Median % Increase:

Number of
Employees

5
51
3
0
0
59

Percentage
of Employees
8.5%
86.4%
5.1%
0.0%
0.0%
100.0%
2.2%
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Progress of Salaries Toward Midpoint

(2016 Salary Data)
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Progress of Salaries Toward Midpoint

(Salaries Compared to Relevant Period Midpoints)
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Progress Toward Target Salaries

(Organization-wide Compa-Ratio)
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Comparison of Current SBA Compensation to
2016 Market Medians for Senior Investment Officers

*If the SBA is at 100.0%, then the SBA is doing as well as the median market peer for salary, bonus, or total cash compensation (salary + bonus).
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Comparison of Current SBA Compensation to
2016 Market Medians for PMs & Directors

*If the SBA is at 100.0%, then the SBA is doing as well as the median market peer for salary, bonus, or total cash compensation (salary + bonus).
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Comparison of Current SBA Compensation to 2016 Market
Medians for Analysts, Sr. Analysts, APMs, Manager-IA&O, & Equity Trader

*If the SBA is at 100.0%, then the SBA is doing as well as the median market peer for salary, bonus, or total cash compensation (salary + bonus).
*The median for the maximum bonus-market index was not provided by McLagan for the Equity Trader.

9

All Staff Turnover –
By Reason
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Asset Class Staff Turnover –
By Reason
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Non-Asset Class Staff Turnover –
By Reason
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FY 2018 Information
• Employee Recruitment & Retention Rate for FY 2018
– SBA = $900,000
– ODCP = $37,430
– FHCF = 60,379

• Non-Recurring Compensation Rate for FY 2018
– SBA = $2,350,000
– ODCP = $150,000
– FHCF = 93,700

12/1/2016
Current CompaCompa-Ratio Ratio (08/31/2017)
88.3%
SBA, ODCP, FHCF
88.7%
ODCP
93.0%
93.0%
FHCF
91.4%
91.8%
SBA
88.3%
87.9%
Non-Incentive Eligible
92.0%
91.0%
Incentive Eligible
84.1%
84.2%
Business Unit/Department
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