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3

* * *

4
5

MR. WILLIAMS: Do you think we're good to go ahead
and start?

6

MR. PRICE: Can you hear me okay?

7

MR. WILLIAMS: Yeah, we can hear you.

8

MR. COLLINS: I can't really hear him that well.

9

MR. WILLIAMS: Well, let me see if I can help out

10

a little bit here. Michael has got a little vocal cord

11

issue, which is fortunately nothing dreadful. It's in

12

process. But it's hard for him to speak and therefore

13

to be heard currently. So, Mr. Chair, if it's all

14

right, I'll be happy to go ahead and maybe, if you

15

agree, call the meeting to order and ask for approval

16

of the minutes of the 7 September 2016 meeting.

17

MR. PRICE: All in favor.

18

MR. COLLINS: Aye.

19

MR. OLMSTEAD: Aye.

20

MR. WILLIAMS: Great. So opening remarks.

21

Michael, I'm guessing your opening remarks are fairly

22

brief.

23
24
25

MR. PRICE: Can you hear me okay? Ash, can you
hear me okay?
MR. WILLIAMS: Barely. Are you right into the
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1
2

phone?
MR. COLLINS: I can't really hear him. It's not

3

the voice. It's just the static or there's an echo or

4

something.

5

MR. WILLIAMS: Vinny, can you hear all right?

6

MR. OLMSTEAD: I can hear him, but I'm straining

7
8
9

to hear him, and I get the echo also.
MR. WILLIAMS: Okay. Peter, are you getting an
echo?

10

MR. COLLINS: Yeah. I can hang up and dial back.

11

MR. WILLIAMS: I don't know --

12

MR. OLMSTEAD: I hear you perfectly, Peter.

13

MR. COLLINS: Yeah, and I hear you, too, Vinny.

14

Well, let's just go ahead, Ash. I mean, we'll just

15

deal with it.

16

MR. WILLIAMS: Okay. Well, Michael, do you want

17

to try again on the opener? It doesn't sound like it's

18

you. It sounds like it's the system.

19

MR. PRICE: (Inaudible).

20

MR. WILLIAMS: For whatever reason, Michael, we're

21

not getting you at all. It's breaking up a lot. It's

22

not your voice. It's something to do with the system.

23

Do you want to maybe try dialing in one more time and

24

let's see if it works this time?

25

MR. OLMSTEAD: Yeah, Ash, I think you're right
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1
2
3

there. We just can't hear him.
MR. WILLIAMS: Right. But of all the people for
that to happen to --

4

MR. COLLINS: If you're on a speakerphone -- Ash,

5

if you're on a speakerphone and it's really loud, then

6

that could be causing feedback, which is causing the

7

echo, so -- because I just heard that really loud, too.

8

It sounds like you're in a big room or something.

9

MR. WILLIAMS: Well, I am. We're in one of the

10

public meeting rooms and we're using our individual

11

mikes like we do at the IAC meetings. Is that you

12

coming back in, Michael? Can folks hear Michael?

13

MR. COLLINS: Not really. Hey, Michael, I will

14

call you and I will conference you in, because I think

15

it has something to do with you calling in, or you can

16

call me, Peter, either way. But I don't think you

17

coming into the phone system is working for some

18

reason.

19

MR. PRICE: (Inaudible).

20

MR. COLLINS: I couldn't hear what he said, Ash.

21

MR. WILLIAMS: I couldn't either.

22

MR. COLLINS: I could conference him in.

23

MR. WILLIAMS: Maybe it would help, Peter, if you

24
25

called -- are you on your landline, Peter?
MR. COLLINS: Yes.
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1

MR. WILLIAMS: Michael, are you in your office on

2

a landline? Peter, maybe the play would be either you

3

or we could try and call.

4

MR. COLLINS: Yeah, I'll call him. I don't have

5

his landline with me. Do you have his landline, Ash?

6

MR. WILLIAMS: Yeah, I'll give it to you. Is that

7

safe to give out on this line, or is that going to go

8

to everybody in the free world?

9
10
11

(Off-the-record discussion)
MR. WILLIAMS: So, Peter, as Michael, do you want
to give any opening remarks, or Vinny?

12

MR. COLLINS: No. I think everybody -- I hope

13

everybody got the report. I got the report, and it was

14

very thorough. I spent the better part of, as you

15

know, Ash, one of my -- my last Friday night reading

16

the minutes from the last meeting, which tells you

17

about the status of my Friday nights.

18

MR. WILLIAMS: Yeah, it's no better than mine.

19

MR. COLLINS: So I would say that we can go ahead

20
21

and do the recap.
MR. WILLIAMS: Okay. And I will offer one

22

contextual bit of information for you, and that is, we

23

have received from Aon Hewitt how our June 30

24

performance stacks up against the ten largest defined

25

benefit plans in the Trust Universe Comparison Service
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1
2

for one, three, five and ten year periods.
And if we look at our percentile rankings for

3

those four periods, for the one year, we are number

4

one, literally the first percentile. For the three

5

year and five year periods, we're in the top quartile.

6

And for the ten year period, we're in the fifth

7

percentile. So I think those numbers hold up pretty

8

darn well on a competitive basis against our peers.

9

And we still are refining the numbers, the fiscal

10

year-end numbers, because as you know, until we have

11

the final audited numbers in Q4, you don't have final

12

numbers. But it would appear that on a total fund

13

basis, the net return, based on the best of our current

14

knowledge, is 13.25 percent, which is 36 basis points

15

ahead of target. And that's just for the fiscal year

16

ended 30 June '17.

17

So with that, if we want to go on into the recap,

18

Jon Mason from Mercer, perhaps you could walk us

19

through Attachment 2, please.

20
21

MR. MASON: Certainly. Hi, everyone. Jon Mason.
Can you hear me okay, Ash?

22

MR. TAYLOR: Yes, we can hear you, Jon. Thanks.

23

MR. WILLIAMS: Yeah, we're here and we can hear

24
25

you. Vinny, Peter, you're good on the audio with Jon?
MR. COLLINS: Yeah.
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1

MR. OLMSTEAD: Perfect.

2

MR. WILLIAMS: Good. Okay. Roll it.

3

MR. MASON: All right. On page, Attachment 2, I

4

should say, at the top of the slide it says Incentive

5

Plan Design, ED/CIO - FY 2016-2017. So this is just a

6

reminder of what the incentive component makeup is for

7

Ash's annual incentive.

8

So you have it broken out in two pieces, the

9

organizational component and the individual. The

10

primary focus here is on the individual, which is the

11

15 percent of the total award, which is determined by

12

this committee based on the survey you guys fill out,

13

which you've all filled out and sent to Mercer, which

14

we've compiled and summarized in the following

15

sections.

16

So I'll pause here and see if there are any

17

questions about this page and any particularly with

18

Ash's annual incentive construct. And if not, we can

19

talk about the annual performance review.

20
21
22
23

MR. OLMSTEAD: Just for clarification, it's '16
and '17 and we're talking about '16?
MR. WILLIAMS: Vinny, the way it works is it's a
fiscal year. So the reason it says two years --

24

MR. OLMSTEAD: It's the fiscal year, okay.

25

MR. WILLIAMS: It's fiscal '16-'17, which starts
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9

1

July 1, '16, ends June 30, '17.

2

MR. OLMSTEAD: Perfect. Okay, guys.

3

MR. WILLIAMS: So, Jon, I guess we're ready to

4
5

move forward. Go ahead.
MR. MASON: Perfect. If it's okay, Ash, the next

6

piece is 3A. I don't know if the SBA folks want to

7

talk about the process before I jump into the actual

8

evaluation.

9
10
11
12

MR. COLLINS: I don't need to. Vinny, do you need
to go through that again?
MR. OLMSTEAD: No. I've been through all that a
couple of times. I'm good.

13

MR. COLLINS: Yeah.

14

MR. MASON: We'll keep on rolling. So now I'm on

15

a slide entitled SBA Executive Director Performance

16

Evaluation. So just in the introduction, this is page

17

two of this deck, entitled Introduction, as a reminder,

18

we sent out the survey to all the subcommittee members

19

and received feedback from everyone.

20

So going to the next page, page three, the

21

executive summary, there were five questions. The

22

first was related to the overall mission of the

23

organization. The second was around people. The third

24

was around efficiencies, infrastructure and operations.

25

Fourth was the interaction of the executive director
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1

with the committees, and then finally an overall

2

individual rating.

3

So here we summarized the responses, put every

4

response into a numerical score. So you were asked to

5

rate one of four ways for each question, either poor,

6

below, meets or exceeds. And we simply translated

7

those into numerical values. So a "poor" would be a

8

one. "Below" would be two. "Meets" would be three,

9

and "exceeds" would be four.

10

As you see, in the average rating, they were

11

virtually all meets or exceeds, tilting towards exceeds

12

when you look at them in average. So overall mission

13

was actually a perfect four out of four, so everyone

14

rated a four on that question, as well as the

15

individual rating, all perfect scores there. And the

16

people section, efficiencies and interaction all were a

17

tick lower than a perfect score.

18

The following pages dive into each of these

19

questions in terms of what the actual questions asked,

20

as well as provide information on what comments were

21

provided in the commentary section. Given that it's

22

just the two of you, I don't know, Ash and the

23

committee, if you'd like me to go through those pages

24

in detail or if we want to go ahead and move on to the

25

next section, but I'll leave that up to you.
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1
2
3
4

MR. WILLIAMS: I'll defer to the comp committee
members.
MR. OLMSTEAD: I don't think you need to go
through them. I read them all.

5

MR. COLLINS: Yeah, I agree.

6

MR. MASON: So in a nut shell, fantastic scores,

7
8
9

right? When you compare them to last year -MR. COLLINS: Are you sure you got my report then?
Sorry, Ash.

10

MR. MASON: We omit the highest -- I'm just

11

kidding. I was going to say, we omit the highest and

12

lowest, but we did not. We counted all five.

13

All right. So I'm going to move to the next

14

section, which is the Appendix to Attachment 3B. And I

15

think we can just move right past this. So this is

16

actually the letter that Ash provided in conjunction

17

with those documents. So you've all read those, I take

18

it, given that you've filled out the reports.

19

MR. COLLINS: Can I ask one question about that,

20

though? I'm assuming you're talking about the letter

21

that Ash does to the committee?

22

MR. WILLIAMS: Yes.

23

MR. COLLINS: Or he sent it to Michael in this

24

case, but I guess copied us or copied Josh. Ash, could

25

you -- because I saw this in the slides, and I
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1

appreciate that information, too. Can you talk a

2

little bit about your third page there, or fourth page

3

under number two, and talk a little bit about the

4

retention rate --

5

MR. WILLIAMS: Sure.

6

MR. COLLINS: -- and its correlation to the comp

7

plan --

8

MR. WILLIAMS: Perfect question.

9

MR. COLLINS: -- in your review?

10

MR. WILLIAMS: Yes. First of all, by way of

11

background, this letter is sent to each member of the

12

comp committee. So I didn't just send it to Michael or

13

to Mercer. It goes to everybody.

14

But the retention part of the comp plan is working

15

really well. We have reviewed our turnover statistics

16

and our recruiting statistics, because the two go hand

17

in hand. And over the past fiscal year, we lost

18

exactly two people that we didn't otherwise want to

19

lose because they were retiring or because there was

20

some other event that presented an opportunity to, for

21

lack of a better term, upgrade talent.

22

And of the two people we lost, one of them was a

23

senior portfolio manager who went to Albany, New York,

24

for family reasons, nothing to do with being unhappy at

25

the SBA, nothing to do with our comp. If anything, our
ACCURATE STENOTYPE REPORTERS, INC.

13

1

comp is probably as good or better than what he got

2

working for the state university plan in New York.

3

That was purely a family matter. His dad had moved

4

back up there from Florida, and he needed to be up

5

there and be closer to his dad. So that was that.

6

The other individual was a much more junior person

7

who was an analyst in strategic investments, and he

8

elected to go to Atlanta into the private sector. And

9

the reason for that was primarily he was a young single

10
11

person.
While the economics may have been somewhat better

12

going to the private side where he went, I think his

13

primary motivation -- and I discussed this with him

14

myself -- was that as a young single person, he somehow

15

thought the scene in Atlanta might be more productive

16

for him socially than the one here in Tallahassee. And

17

given what a lively spot Tallahassee is, that's hard to

18

conceive, I know, but that's what his perspective was.

19

So that's fine as well. Certainly nothing negative on

20

either one of those people, and neither of those was

21

related to compensation.

22

On the flip side, if we look at outstanding people

23

we've got and want to keep, we have been successful

24

doing that. That is an ongoing battle, as you know.

25

We've got very visible, very accomplished people in the
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1

investment world working for us here at the SBA. And

2

the changes that we've made in recent years in base, in

3

large part because of the IAC's support of budgeting

4

for that and the trustees' understanding of that

5

support and especially with the implementation of the

6

incentive plan, which was in full force and actually

7

paid out for the first time last December, that is very

8

powerful in retaining and motivating people, because I

9

think most of our folks, frankly, were pleasantly

10

surprised that we got the incentive plan in place and

11

implemented it exactly as we said we would last year.

12

The last thing I would touch on in answer to that

13

question is recruitment. And with the incentive plan

14

now fully in place, we've actually done something that

15

I think shows just how powerful this is, and that is,

16

the most recent investment professional hire we made

17

was an individual who was working in the greater New

18

York City area for a major global firm. He had family

19

in South Florida and had been in public service in

20

South Florida at the municipal level early in his

21

career. And we were able to recruit him to come work

22

for us. And so he took the place of the senior

23

portfolio manager with credit focus in strategic

24

investments.

25

So we have actually successfully snatched somebody
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1

out of the private sector in the New York market and

2

brought them to Tallahassee. And if that's not

3

validation of what you've done, I don't know what else

4

is.

5

MR. COLLINS: So on the retention, in your view,

6

we're able in this comp plan to keep people that we

7

really want to keep, and the people that we're losing,

8

we either -- it's for reasons other than we can affect

9

or for reasons which we choose not to affect.

10

MR. WILLIAMS: Correct.

11

MR. COLLINS: But it's not for lack of flexibility

12
13

in the comp plan.
MR. WILLIAMS: I think that's correct. We have

14

not had any problem with economics so far. We feel

15

pretty good about where we are, because when you

16

combine our economics as they currently stand and with

17

the demonstrated direction we're going -- I mean, we're

18

still, if you look at the 2016 comparable numbers we've

19

got, just about the time we had achieved our targets or

20

we're getting close to our targets using the old 2013

21

numbers, we updated them this year using the

22

'16 database numbers for comparable institutions, and

23

the goalposts, not surprisingly, moved substantially

24

forward.

25

But the fact is, we've demonstrated that we're
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1

actually doing what we said we were going to do and

2

doing it in good faith, and the trustees have supported

3

that unambiguously. So we're doing fine. I feel very

4

good about where we are.

5

MR. COLLINS: Okay. So my follow-up question to

6

that would then be, on the slides, the PowerPoint that

7

was provided us. On slide number seven, let's say,

8

seven and eight, where you show senior investment

9

officer market index and portfolio manager and director

10

market index -- and if you want to go back and sort of

11

start at the beginning of these slides, I understand.

12

But one of my questions is about the retention.

13

The other one is about where we sit, which I guess also

14

relates to retention, where we sit relative to the

15

market. And it's hard for me -- I guess I don't really

16

understand what I'm looking at in slide seven, what's

17

the difference between the salary market index, the

18

maximum bonus market index and the maximum TCC market

19

index.

20

MR. WILLIAMS: Okay. Let me help you with that.

21

MR. COLLINS: Walk us through that.

22

MR. WILLIAMS: Sure. I'll take you through that,

23

and I also want to recognize a gentleman named Greg

24

Ortego who has joined us, who is a compensation

25

analyst. Recognizing the complexity of this over time,
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1

particularly since we're blending multiple years going

2

forward and recognizing the importance of getting this

3

right, because making an error would obviously imperil

4

the credibility of the entire program and therefore its

5

sustainability, we repurposed a position and brought

6

Greg on board, and he did this work.

7

But basically here's what it means. The salary

8

market index, the red bars, are base pay. The purple

9

bars are the incentive component, and the orange is the

10

total cash compensation. That's what TCC is. And in

11

the recruitment business, total cash comp is the

12

aggregate component of compensation that's looked at

13

for any given position. And it is made up of the

14

combination of base pay and incentive.

15

So what you can see here is we have been able to

16

gradually bring our base pay up to a level of roughly

17

80 percent or thereabouts of the comparables that we

18

use. And keep in mind the plan design is to use the

19

median of the ten largest --

20

MR. TAYLOR: For this slide actually, because we

21

had to go with the data that we had, this came from

22

McLagan in what's called a select cut. So we had 13

23

peers that we actually used, because this was the data

24

that we had currently. So, anyway, it's 13 of our

25

public plan peers.
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1

MR. WILLIAMS: But you're familiar with McLagan.

2

McLagan, like Mercer, is a firm that does a lot of

3

compensation advisory work and is credible in the

4

market, perhaps not as credible as Mercer, of course,

5

but nonetheless. So that's where that data comes from.

6

And what you'll get here is the key reason that

7

the total cash is not as high as it might otherwise be

8

and looks kind of puny really in comparison is that the

9

incentive component is where it is. And the reason for

10

that, very simply, is that in a lot of places the

11

incentive pay is in the high hundreds of thousands of

12

dollars or even in the seven figure ballpark.

13

And optically in Florida, given that we've never

14

had a program like this at all before, the likelihood

15

of getting something that's going to compete

16

effectively with Texas or California or some of the

17

other jurisdictions, Wisconsin, that have these very,

18

very rich compensation programs by public fund

19

standards, we're walking before we run here.

20

MR. COLLINS: Okay. So as I see this, am I

21

correct in assuming that -- A, I'm trying to figure out

22

why the -- why one is at a 120 percent scale and why

23

one is at a 90 percent scale and one is at a 100

24

percent scale. I'm trying to figure out where we are

25

relative. So if we're at 20 percent -- on slide seven,
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1

let's say, if we're at -- the purple line is the -- for

2

senior investment policy officer, the maximum bonus

3

market index, we're at 20 percent. And is that

4

relative to public plans?

5

MR. TAYLOR: Peter, again, this is Lamar. And

6

I'll let Greg pipe in -- he's here with us now -- if I

7

get this wrong. And so the scaling -- I mean, it's a

8

fair point. I didn't notice that as we were putting

9

the slides together. But I don't think it's

10

particularly -- it will have an impact on the overall

11

outcome.

12

What Greg did to try to sort of standardize this

13

data was he took market information in terms of with

14

these 13 peer public plans, found a median of those

15

plans, used that as the denominator across the board.

16

So the median salary for -- when you're looking at

17

salary, it was the median maximum bonus. And that's

18

just frankly we had to pick something that we could use

19

to try to standardize, because you don't really know

20

what they're actually going to get paid out, but you

21

can at least figure out what the maximum bonus is, and

22

that information is --

23
24
25

MR. COLLINS: Right. But these are relative to
public plans, Lamar?
MR. TAYLOR: Yes, 13 public plans.
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1

MR. COLLINS: Okay. So for senior investment

2

policy officer, we are -- am I correct in reading this

3

that we are at 20 percent of the maximum for bonus?

4

MR. ORTEGO: This is Greg. That is correct. So

5

to read this, for example, the senior investment policy

6

officer, take $100,000. So if our peers, public sector

7

peers, the 13 are paying $100,000, we're paying $80,000

8

if we were at 80 percent. That gives you -- so the

9

bonus, we're basically paying -- if they're paying

10

$100,000 for the maximum bonus for 2016, we're paying

11

20,000 for our maximum bonus for the senior investment

12

policy officer. Does that make sense?

13

MR. COLLINS: Yeah. So our salaries are --

14

relative to the market, are just under 80 percent of

15

the median, is that correct, for senior investment

16

policy officer?

17

MR. ORTEGO: That is correct.

18

MR. COLLINS: And our bonus is at 20 percent of

19

the market median.

20

MR. ORTEGO: That is correct, yes.

21

MR. COLLINS: And the total comp, call that

22

65 percent for the senior investment policy officer.

23

MR. ORTEGO: Yes, that is correct.

24

MR. COLLINS: Okay. Okay.

25

MR. WILLIAMS: Any other questions on that
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1

information? So what I'd love to get us to, if we

2

could, is we're planning to take up to the trustees at

3

the October trustees meeting the annual reaffirmation

4

of the executive director and CIO as required by law.

5

And what we'd love to have resolved so that it could be

6

part of that item is the comp committee's

7

recommendation on the individual or the subjective

8

incentive comp component for the executive director and

9

CIO, and then to hear Mercer's review on the base

10

salary, which Jon hasn't hit yet. But we can go back

11

and cover that.

12

Because the way we usually do this is first of

13

all, the comp committee will have a report to the full

14

IAC at the next meeting. The full IAC will then react

15

to the comp committee's recommendation. So the

16

objective would be, you come up with a recommendation

17

today that covers the subjective component of incentive

18

comp for the fiscal year ended 30 June '17 and make

19

some commentary on the base component going forward.

20

That then comes up to the IAC at the next meeting.

21

They will deal with it. We will then incorporate that

22

into what goes before the trustees at their next

23

meeting. So those are the two pieces of business that

24

need to get done today, if we can.

25

MR. COLLINS: Okay.
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1

MR. MASON: So, Ash and committee members, should

2

we go back to Attachment 3C, which is the memo on the

3

executive director compensation that we did to Chairman

4

Price?

5
6

MR. COLLINS: Is there something in there that -3C or 3B? Oh, 3C.

7

MR. OLMSTEAD: 3C, the letter.

8

MR. COLLINS: Yeah, okay. This is just past the

9
10

letter. This is the memo from Mercer.
MR. MASON: Correct. So without rereading it, I

11

know you-all have, I'll give you the highlights. So

12

we've been working with the SBA since 2012. At that

13

time we did a full study of the entire organization,

14

which included the executive director position. In

15

subsequent years we've been asked to review analysis

16

that's conducted internally at SBA and give our

17

commentary on that analysis and to make a

18

recommendation with regard to the executive director's

19

compensation.

20

So historically there's been sort of a game of

21

catch-up being played, if you will. So when we started

22

back in 2012, the base salary for this position was

23

$325,000, which we found at the time to be pretty

24

significantly below market. So as you see in this

25

letter, we detail the adjustments that have been made
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1
2

over the past five or six years.
In last year's assessment, based on the feedback

3

we got from the committee on the performance of the

4

executive director, we made a recommendation to

5

undertake a two year phase-in adjustment to salary,

6

whereby the adjusted salary in 2016 was 425,000, and

7

then in 2017, in this year, adjust it again to 455,000,

8

which would match the market levels that we determined

9

to be market median last year.

10

When we looked at the assessment that SBA -- now

11

I'm going to the next page of this document. When we

12

look at the assessment that SBA put together -- you

13

know, the market is moving, right? So we're playing

14

sort of a game of catch-up. All the while the market

15

continues to pace up. So right now the median for the

16

executive director's base salary is, call it in the

17

460,000 to 490,000 range, depending on which lens you

18

look at the market from.

19

Our recommendation is to stick to the

20

recommendation that we made last year, which is to

21

adjust the base salary to 455, recognizing that it's on

22

the lower end of the newer market data, but to adjust

23

it, stay the course from the recommendation last year

24

and then look again next year to determine what the

25

market looks like at that point.
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1

MR. COLLINS: On the 455, where would that fall

2

going back to those charts? I don't know what the

3

numbers are behind the averages that you're showing on

4

pages -- on page seven. Where would that -- on a

5

percentage basis, is that 80 percent? Is that 90?

6

MR. MASON: The numbers we're looking at are

7

somewhere in the 460 to 490. So if the numerator would

8

be 455, the denominator would be something in that

9

range.

10

MR. COLLINS: I got you. Okay.

11

MR. TAYLOR: Hi, this is -- go ahead, Jon. I

12

didn't mean to interrupt. Did you have anything else

13

to add, Jon?

14
15

MR. MASON: I think that was one of the committee
members.

16

MR. OLMSTEAD: One question I had is, when you

17

look anecdotally at the benchmark, are there others

18

also playing the catch-up game that we are?

19

MR. MASON: It's hard to say. I mean, we know

20

that the market -- we know that the market is moving at

21

a good clip, as to what the genesis of that is.

22

Perhaps. We just don't know.

23

MR. TAYLOR: This is Lamar. Just a little bit of

24

color to add to Josh's memo, Jon's memo, Mercer's memo,

25

the recommendation last year was to move in two stages
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1

to 455. We were not successful in moving that at

2

midway point. So that would have moved the

3

compensation from 389 to approximately I guess 420 and

4

then from there to 455. We were only successful in

5

getting the compensation moved to 411. So there's

6

still quite a bit of catch-up to do.

7

And it's still progress, but it's not as rapid as

8

we would like. So the thought would be that this

9

recommendation would at least try to get us to the rest

10

of the way there for last year's recommendation.

11

MR. MASON: So to Peter's question earlier, you're

12

probably -- if you were to trace the same start we were

13

just discussing, right now you're probably at about

14

85 percent.

15

MR. TAYLOR: And then just one more thing to add

16

here, just for the record, we received an e-mail from

17

Michael Price that even though he's not able to call in

18

or communicate, he has reviewed the materials and is

19

stating for the record, "I am in favor of adopting

20

Mercer's recommendation as to compensation."

21

So I just wanted to make sure that made it into

22

the record. So I guess, if there's no further

23

question --

24
25

MR. OLMSTEAD: Just to clarify, the recommendation
is that you're going from 411 to 455?
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1

MR. TAYLOR: Yes.

2

MR. MASON: Correct.

3

MR. WILLIAMS: And the way this works -- this is

4

Ash again.

5

MR. COLLINS: But we don't need to vote on it?

6

MR. TAYLOR: Yes. That's actually -- the overall

7

action item to take away from this meeting would be two

8

things. One, to come up with a firm recommendation

9

with respect to the qualitative component of the

10

incentive compensation. That's the first presentation

11

Jon went through. And in addition to that, also have a

12

recommendation with respect to action on base

13

compensation for the executive director and CIO, which

14

is this item that we're discussing now. So there would

15

need to be action on both items.

16
17

MR. COLLINS: And we can take that action today,
Ash, without --

18

MR. WILLIAMS: Yeah. Here's the way it would

19

work. You would take action. The two components break

20

down as follows. On the subjective component of the

21

incentive comp, you would vote to do one of three

22

things, either zero component, the target component or

23

the max component. That's point one.

24

Point two would be you can express yourselves

25

-- and this would come in the form of a recommendation
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1

to the trustees -- on the base pay issue. At the end

2

of the day, both of these things will be taken up to

3

the trustees at the next meeting. And I will work with

4

the three offices in between now and the actual meeting

5

to fill in the blank on what they do with comp, because

6

at the end of the day it's up to them. And it will of

7

course in the interim come to the full IAC.

8
9

MR. COLLINS: So, Vinny, on the subjective
component, I just go back to our ratings, and I go back

10

to the report that was put together for us and the

11

averages, and I think that that would certainly bear

12

out the max on the subjective. So I would be okay with

13

that. And I'm okay with the 455 number. That's my --

14

MR. OLMSTEAD: Yeah, I'm in the same position,

15

Peter. I mean, both from a performance standpoint, a

16

staffing standpoint, a mission standpoint, you look at

17

all the important things and the scores are superior

18

with regard to the incentive side. And then based on

19

Mercer's recommendation of the two step, you know, 425

20

that ended up 411, but to catch up to 455, it makes

21

sense to me.

22

MR. COLLINS: Yeah. And I think we both know or

23

many on the committee know what happened last year and

24

why we didn't get all the way there. If we can fix

25

that this year, then let's fix it.
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1

MR. TAYLOR: So in the interest of, I guess,

2

formalizing it and somewhat out of protocol, could we

3

get a motion, a formal motion and then a vote?

4

MR. COLLINS: I'll make the motion that we do 100

5

percent on the subjective and that we move forward with

6

a salary increase to 455,000.

7

MR. TAYLOR: And just for clarification,

8

100 percent of maximum for the qualitative --

9

MR. COLLINS: Right.

10

MR. OLMSTEAD: Second.

11

MR. TAYLOR: All in favor?

12

(Ayes)

13

MR. WILLIAMS: Debate?

14

MR. COLLINS: Do we really need to say 100 percent

15

of maximum?

16

MR. TAYLOR: No. It's just a clarification,

17

because there's really four gradations. There's zero,

18

threshold, target or max. And so it's 100 percent of

19

which one of those.

20
21

MR. COLLINS: Okay. Or you could just say max,
right?

22

MR. TAYLOR: Correct.

23

MR. COLLINS: Or do you still have to say 100

24
25

percent of the max?
MR. TAYLOR: No, no. Max would be fine.
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1
2

MR. WILLIAMS: Peter, he's a lawyer. Give him a
break.

3
4

MR. COLLINS: Okay. So what else do we need to
do?

5

MR. WILLIAMS: So I think we're there. So where

6

we'll go from here is -- I'm not sure whether Michael

7

stayed on the line and is listening. I believe he has

8

been, because he's been e-mailing in. So what will

9

happen next is I think we'll follow the same process we

10

did last year, which is have Michael Price, as chair of

11

the comp committee, draft a letter that will go up to

12

the IAC and to the trustees.

13

At the next IAC meeting, Peter, as you know,

14

Michael will not be able to be there, and you were

15

going to, I believe, do the report from the comp

16

committee.

17

MR. COLLINS: Correct.

18

MR. WILLIAMS: So given that you're also chairing

19

the IAC, that makes that pretty efficient. And we will

20

get the view of the IAC on this thing. I'm presuming

21

they come to the same conclusion the comp committee

22

did. Then we will go forward with that information,

23

that ratification from the IAC of the recommendation

24

from the IAC comp committee, to the trustees and see

25

where we end up with that. Obviously, final say on all
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1

of this is up to them.

2

MR. COLLINS: Okay.

3

MR. WILLIAMS: But I think today's business is

4

largely done. So thank you.

5

MR. COLLINS: I don't have any other questions. I

6

don't know if you do, Vinny. But I would like to thank

7

Mercer for putting this together. I found the

8

slides -- I found them informative, and I appreciate

9

the extra additional detail that we had. Like I said,

10

I read those minutes from last year and remember the

11

conversation that we had relative to whether everybody

12

was going to get 100 percent bonus because we approved

13

the max. And I appreciate that look back, seeing what

14

actually happened. And it wasn't 100 percent, so --

15

MR. WILLIAMS: That's right. In fact, just to

16

make that very, very clear, if you look at the

17

percentage of the participants who earned the maximum

18

award, it was 53 percent, which is a whole lot

19

different from 100 percent. And I think that shows

20

good alignment.

21

MR. COLLINS: Yeah. And I also think it -- you

22

know, I think Gary Wendt was the one that had the issue

23

on that. And I think it shows that the comp plan is --

24

you know, doesn't need to be adjusted from that

25

perspective. His concern was, hey, if we've got a comp
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1

plan where if you beat the market, everybody gets 100

2

percent regardless of how much you beat it by, then

3

that's probably not a good comp plan. And I tended to

4

agree with him.

5

But I think that the information that you provided

6

or Mercer provided helps all of us realize that that's

7

not the case and makes us feel a little bit better

8

about the comp plan.

9

MR. WILLIAMS: Good. Because it is a valid point.

10

If that's the way it worked, it would obviously not be

11

a good plan.

12
13
14

MR. COLLINS: Right. I think Vinny and I would be
working at the pension fund.
MR. WILLIAMS: Right. All right. Very good.

15

Anything else? Thank you. Thank you very much and

16

thank you for your vote of confidence in terms of my

17

performance. And I take earning that performance

18

rating seriously and get up every day trying to meet

19

your expectations and exceed them.

20
21

MR. COLLINS: You're doing a good job, Ash.
Thanks.

22

MR. WILLIAMS: Thank you.

23

MR. OLMSTEAD: Thanks all.

24

(Whereupon, the meeting was concluded at 4:25

25

p.m.)
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Attachment 2

Incentive Plan
Design ED/CIO - FY
2017-18
• 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 = $411,000)
Mix

Threshold

Target

Maximum

Total Incentive Opportunity

100%

$71,925

$143,850

$215,775

Organizational Component

85%

$61,136

$122,272

$183,409

Individual Component

15%

$10,789

$21,578

$32,366

MERCER

August 31, 2018

Attachment 3A

ED/CIO Incentive Plan Evaluation Process - FY 17-18
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
Criteria Approved for FY17-18 Performance Period
In line with the overall framework for the incentive plan, criteria for the individual/qualitative
performance portion of the ED/CIO’s incentive award 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 16: 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.
September: Trustees consider recommendation in public meeting.
Attachment 2

Attachment 3B

H E ALT H W E ALT H C AR E E R

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 2018

Jon Mason
Josh Wilson
Atlanta

INTRODUCTION

• Mercer has advised State Board of Administration Florida on a variety of human capital needs
since 2012.
• Mercer acts as the independent party in the annual review process of the Executive
Director/CIO for SBA by the Compensation Subcommittee of the IAC
• In this process, Mercer collects the performance evaluations completed by the Compensation
Subcommittee members and disseminates a summary of the findings.
• 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 © 2018 Mercer (US) Inc. All rights reserved.
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EXECUTIVE SUMMARY
Question

2018 Average
Rating

2017 Average
Rating

(out of a possible
score of 4)

(out of a possible
score of 4)

4

4

3.8

3.8

Overall Mission
People
Efficiencies/
Infrastructure
/Operations

3.8

3.6

Interaction with
Committees

3.4

3.6

Individual Rating

3.9*

4

*meets and exceeds were circled in one response for a “3.5” response

• 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
Copyright © 2018 Mercer (US) Inc. All rights reserved.

• Consistent with 2017
results, the Executive
Director/CIO received the
highest scores related to
the overall mission and
the individual rating
• Marks were high across
the board with moderate
positive change relative to
efficiencies/infrastructure
and Operations and
moderate negative
change related to
interaction with the
committees

3

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:
- “Meeting Mission and vision goals as a top tier public investment provider”
- “Excellent CIO”

Copyright © 2018 Mercer (US) Inc. All rights reserved.

4

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:
- “Very Impressed with Sr. Members of team”
- “ Has established a competent staff at the top level. Retention in turnover is impressive.
Limited exposure past management team”
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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.

3.8 OUT OF 4
Comments:
- “Appears to be in a good place. Board has limited exposure to items like IT information
security, which may be prudent to discuss.”
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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
PLGAC to gain perspective on ED/CIO interactions with them.

3.4 OUT OF 4
Comments:
- “Sufficient interaction as dialogue. Perhaps an opportunity to clarify, discuss select issues.”
- “Is Incredibly responsive”
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O T H E R C O M M E N TA R Y

• “Excellent Leader. Great balance of politics and investor”
• “Overall excellent performance and governance – very impressed”
• “Ash is exceptional at his job”

Copyright © 2018 Mercer (US) Inc. All rights reserved.
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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

3.9 OUT OF 4
Note: There was no comments section provided for this final rating

Copyright © 2018 Mercer (US) Inc. All rights reserved.
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Appendix to Attachment 3B

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 HERMITAGE BOULEVARD, SUITE 100
TALLAHASSEE, FLORIDA 32308
(850) 488-4406
POST OFFICE BOX 13300
32317-3300

RICK SCOTT
GOVERNOR
CHAIR
JIMMY PATRONIS
CHIEF FINANCIAL OFFICER
PAM BONDI
ATTORNEY GENERAL
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

July 16, 2018
Mr. Michael Price
MFP Investors LLC
667 Madison Avenue
New York, NY 10065
Dear Michael:
Consistent with the process adopted by the IAC Compensation Subcommittee and affirmed by the IAC,
following is my self-assessment, inclusive of the fiscal year ended June 30, 2018, together with a
Qualitative Evaluation Form (attachment 1) for you to complete and return to Josh Wilson at Mercer by
July 31. For your convenience, an addressed, stamped envelope is enclosed for this purpose. Mercer
will review the responses and may contact responders for clarification. They will then compile the
ratings and final comments from raters and return them to me by August 31. I will share them with you
and the other Subcommittee members and compile materials for a noticed public meeting of the
Subcommittee to discuss and adopt a recommendation for the IAC. Please see “ED/CIO Incentive Plan
Evaluation Process – FY 17-18” (attachment 2) for additional process details.
As a reminder, in keeping with Florida’s Sunshine Law, please do not discuss this evaluation with any
other members of the IAC. All members will have the chance to discuss this evaluation at the noticed
public meeting planned for later this year.
Background
Upon being triggered by total fund performance as of fiscal year end June 30, implementation of SBA’s
incentive compensation structure is based on achievement as evidenced by quantitative investment
performance measures and qualitative assessment of each incentive plan participant’s contributions to
the accomplishment of SBA’s objectives. These are summarized at a high level in our Mission and Vision
Statements:
Our mission is to provide superior investment management and trust services by proactively
and comprehensively managing risk and adhering to the highest ethical, fiduciary and professional
standards. Our vision is to be the best public sector investment and administrative service provider
while exemplifying the principles of trust, integrity and performance.
As Executive Director & CIO, my priority is to build and maintain our organization’s team, culture,
reputation, credibility and resources at a strength that empowers mission and vision fulfillment. This is
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consistent with the Trustees’ delegation of authority to the Executive Director & CIO. Our most visible
output is investment results, the goodness or inadequacy of which is readily seen. What is less visible is
the team building, policy and strategy formation, risk management and execution. If the team, culture,
processes and resources are right, the probability of investment outcomes that earn trust, enhance the
SBA’s reputation and build brand value is vastly enhanced. The result is a virtuous cycle where our
credibility and performance help garner critical policy support from key SBA stakeholders (Trustees,
Legislature, local governments, beneficiaries, taxpayers, media, etc.), which in turn, positions us as a
serious, stable, and desirable investment partner in the marketplace. This enables us to build wellaligned relationships with other exceptional organizations and capture superior deal flow with more
favorable terms and pricing, driving the performance that earns trust, enhances reputation and builds
brand value. I make it my business to ensure that the SBA executes effectively at all levels of this cycle.
An important responsibility is maintaining an effective control environment across our “businesses” and
portfolios. In aggregate, controls in a financial organization are risk reducers that lower the likelihood
of avoidable errors that can lose money, breach security, impair performance and erode trustworthiness.
Reflecting on our successes in resolving issues arising from control lapses in the prior decade, the 2018
Legislature repealed the Participant Local Government Advisory Council. The PLGAC had recommended
its own dissolution, confirming local governments’ renewed confidence in the SBA. The oversight duties
of the PLGAC remain and have been subsumed by the IAC.
While effective strategy execution and policy engagement describe my responsibilities at a high level,
the purpose of this letter is to communicate specifically my performance over the past year for your
consideration. Evaluation of the Executive Director & CIO and recommending an appropriate level of
qualitative incentive compensation falls to the IAC Compensation Subcommittee, which may also make
a recommendation on base compensation. Final action on the ED/CIO compensation is reserved for the
SBA Trustees. Following are my thoughts on my contribution and accomplishments relating to each of
the four central performance areas for the ED/CIO to be evaluated by the Subcommittee and addressed
on the Evaluation Form.
1) Overall Mission
I believe the SBA continues to be in its strongest position ever, reflecting the performance of a stable,
highly competent team under thoughtful, consistent leadership that recognizes and rewards merit and
embraces constructive change. Investment performance is an obvious threshold metric for management
success. While preliminary FY year end numbers show value added in all asset classes and total fund
relative to benchmarks; the incentive plan documentation requires that we rely on audited numbers
(available Q4) so that final market values and necessary income/expense accruals are included and the
resulting performance calculations are definitive. The focus of this evaluation is qualitative so I will focus
on elements of my management performance beyond specific investment returns and over/under
performance. Examples include:
•

SBA clearly has historically performed well, continually adding value relative to benchmarks. In
the June 11, 2018, IAC meeting, Aon reported that FRS’s net investment performance for the ten-
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•
•
•

•

•

•

year period ending March 31, 2018, was 6.7%, which is in the first percentile (top 1%) of the Trust
Universe Comparison Service (TUCS) top ten defined benefit plans. Initial estimated investment
performance numbers for FY 17-18 are also sound. Total pension fund return is 8.99%, 71 bps
(unaudited) ahead of target, and we grew the FRS Trust Fund by $6.8 billion, net of distributing
an equivalent $6.8 billion in benefit payments. The FRS Investment Plan (DC) also had a good
year, returning 9.58%, 78 bps (unaudited) ahead of target. All other major mandates likewise
beat benchmarks.
Controls and risk management were effective; all asset classes and the total fund remained within
budgeted risk tolerances.
While adding value the SBA has done so with all in costs of 48.4 bps, among the lowest of our US
large pension fund peers.
An increasing portion of SBA assets are managed in house, currently 43% across the global equity,
fixed income, and real estate asset classes, up from 36% since 2009. This holds down costs but
requires competent, stable professional talent and support for portfolio and risk analytics,
trading, systems, portfolio accounting, compliance, etc. SBA investment policies for FRS Pension
(DB) and Investment (DC) plans, together with other SBA “client” mandates (Cat Fund, FL PRIME,
Lawton Chiles Endowment Fund) are reviewed in public meetings of the IAC and affirmed to be
appropriately aligned with legal and client requirements by expert third party investment
consultants who contractually are fiduciaries to the SBA. Long-term evidence is that these
policies have been well chosen and effective in achieving desired investment results, within
stated risk tolerances.
During FY 17/18, I was elected chair of the Council of Institutional Investors and joined the
Institutional Advisory Board of Fidelity Investments. In addition, I continue my service on the
advisory boards of the Alternative Investment Forum, Institutional Investor Roundtable,
Managed Funds Association, National Institute for Public Finance, and the Robert Toigo
Foundation. I was also honored to receive a lifetime achievement award by vote of my peers at
the annual Chief Investment Officer awards ceremony held in New York City.
Control and compliance are sound with “tone at the top” balancing commitment to achieving
desired investment results consistent with ethical, legal, regulatory, compliance and fiduciary
bounds. These standards are extended to our external investment partners, who are required to
annually certify compliance with a range of relevant policies and statutory obligations. Annually,
the SBA undergoes numerous audits among our business units and investment holding
companies. FY 17/18 was another year of clean financial statements and no material exceptions
in any audits. The SBA conducted an extensive external review of our “Governance, Risk and
Compliance (GRC)” structure, processes and execution; we were pleased with Funston Advisory
Services’ comment: “We are not aware of any large public pension fund that has developed its
capabilities as well as the SBA.”
The Florida Hurricane Catastrophe Fund is financially stronger than it has ever been, through a
combination of good luck and good leadership driving prudent policy. We have taken advantage
of record low reinsurance and interest rates to again transfer $1 billion of loss liability for the
2018 hurricane season, doing so at an attachment point $1 billion lower than 2017 and at a lower
cost per unit of risk transferred. Cat Fund premiums will decline in 2018. The Cat Fund again has
full liquidity to meet its statutory maximum single-season risk liability for the third time since its
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•

1993 inception. It is important to note that the improved capitalization of the State’s insurance
entities, including the Cat Fund, was listed among a number of factors cited by Moody’s in its
recent report upgrading the State’s credit rating to Aaa.
Florida PRIME AUM ended FY 17-18 at $10.97 billion, growing assets by $1.34 billion, reflecting
the restoration of client confidence in PRIIME as the top performing, lowest cost, and most liquid
and transparent cash management option for Florida governments.

2) People
Talent recruitment and retention continues to be effective thanks largely to the IAC’s support of the SBA
Comp Plan (now in full effect), than it was just a few years ago. Over the FY just ended, we had 13
terminations, down from 20 a year ago. Only three terminations in FY 17-18 involved investment staff,
with the primary reason in those instances being the desire to relocate. We completed 10 new hires and
are very pleased with the quality of people recruited, successfully bringing in great talent from both the
private and public sectors. While we continue to have succession exposure, with 43% of management
staff eligible to retire over the next five years, we have implemented a formal succession management
program headed by our Senior Operating Officer—HR, and we are planning to increase resources
dedicated to actively recruiting talent. The progress made in mitigating human capital risk is very
significant. We are grateful to the IAC and Trustees for their sustained focus and support.
One recent Senior Leader transition involved the retirement of the Chief of Defined Contribution
Programs. Because we were aware of the incumbent’s plans well in advance, we were able to ensure a
smooth transition to the new Chief Defined Contribution Programs, a long-time employee in the Defined
Contributions Programs, who is no stranger to the IAC and is well suited to extend that Program’s
successes going forward.
Additional personnel matters of note include the addition of a new Director of Information Technology
and an Information Technology Security Manager. In May of 2017, our Chief Technology Officer left the
SBA to pursue other opportunities. Over the next several months, an internal team led by our Chief
Operating and Financial Officer screened dozens of candidates. I interviewed the final candidates and
approved hiring our current Director of Information Technology in December of 2017. This individual
came to us with several years of public and private sector senior level IT management experience, and
has quickly adjusted to the new position. With the new Director at the helm, we are continuing to see
improvements in system implementation, internal software development processes, IT resiliency and IT
security infrastructure.
In addition to a new IT Director, with the approval of the 2017-18 budget, the Trustees authorized the
hiring of an IT Security Manager that will report directly to the Chief Operating and Financial Officer. As
with most major organizations, information security and IT resiliency is a critical area of focus, and having
a security professional reporting directly to the COO will further enhance the importance and
governance of this critical function. I am happy to report that after several months of interviews, our
new IT Security Manager will report to work today.
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Like all organizations, we will always have some turnover and succession challenges, but with the
continued support of the IAC Compensation Sub-Committee and the full IAC more broadly, we believe
we have the tools in place to manage and mitigate human capital risk.
3) Efficiencies/Infrastructure/Operations
Initiatives in these three areas have been motivated and accelerated by an internal budget process,
which subjects each business unit’s budget request to peer review; bringing relative priorities into focus
quickly and giving the entire management team ownership of resource allocation decisions. Linking
priorities of our strategic plan to budget formulation has helped too. Motivationally, the new
compensation structure has been a powerful positive because incentives can be used to motivate
smarter resource use at all levels. Accomplishments over the past year include:
•

•

•

•
•

•

IT Information Security – In addition to the addition of a new IT Security Manager discussed
above, we continue to actively pursue initiatives that improve our IT security infrastructure,
including external security assessments conducted by third party nationally recognized firms as
well as additional investment in industry standard hardware and software infrastructure. Over
the last year we have implemented a Security Event and Incident Management tool and
Advanced Threat Detection software that uses state-of-the art techniques to identify, neutralize
and report attempted security breaches. We will continue to build out our capabilities here going
forward.
Total fund risk management —Just this past month, we completed transitioning to a new total
fund risk management system at significant cost savings to the board. This new system is
provided by a highly regarded industry leader in this space and offers significant improvements
in reporting and usability.
Contract Management—Over this past year we undertook a multi-staged implementation of
additional contract management and accounts payable modules in our enterprise resource
planning and general ledger software system. The implementation was conducted in partnership
with an outside consultant and was completed on time and significantly under budget. Benefits
include improved, more efficient processes relating to contract requests, staffing and approvals
as well more timely, automated general ledger updates relating to purchase orders and payables.
One significant benefit to the implementation is the improved ability to approve contracts and
purchase orders remotely, which further increases our business continuity resiliency, enabling
our staff to literally work anywhere under disaster recovery conditions, so long as there is an
internet connection.
Defined Contribution—Completed selection of new external plan choice education administrator
and moved the MyFRS.com website to Amazon Web Services Cloud.
Corporate Governance—This year saw an increase in calls for engagement as a result of
economic, environmental, and other factors. We continue to manage issues including a range of
interests to the best of our ability, in a manner consistent with SBA’s policies and our fiduciary
duty.
Additional regulation—Although the Trump administration and Congress continue to explore
ways to roll back certain aspects of the Dodd Frank and similar post financial crisis regulations,
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many regulations of that era continue to be implemented and therefore continue to impact the
SBA and its major business partners. In particular, regulations requiring the collateralization of
certain derivative transactions have required the SBA to modify trading agreements and build
out its internal collateral management infrastructure. Regulations requiring the collateralization
of certain mortgage instruments are expected to be finalized within the coming year and will
require additional staffing and technological resources to support these regulatory requirements.
We continue to make progress in staffing and infrastructure in this area and expect to be able to
continue to operate effectively after the effective date of these regulations.
4) Interaction with the Investment Advisory Council, Participant Local Government Advisory Council
(PLGAC) and Audit Committee
As previously discussed, the PLGAC has dissolved as its statute was repealed.
Our experience working together on the IAC speaks for itself, so I defer to your judgement as to the
quality and productivity of our relationship. With regard to the Audit and Participant Local Government
Advisory Committees, I have attended and actively participated in almost all of their meetings, built
relationships with the members and together resolved issues. You are welcome to contact any of the
members of the Audit Committee individually to hear their perception of my interaction with them (see
attachment 3 for each member’s contact information).
Thank you for your service on the IAC and especially for making the additional commitment of serving
on the Compensation Subcommittee. As you can see from several of my comments above, your work
has made a real and valuable difference for our team and organization.
Best regards,

Ash Williams
cc: Josh Wilson
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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 28, 2018
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 12/10/2013
and adjusted again to $389,500 effective 12/1/2014. Mr. Williams’ salary was not adjusted in 2015.
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. Mercer’s
recommendation for 2016 was to increase Mr. Williams’ base salary to $425,000 (with the intention of
ultimately adjusting the ED/CIO to $455,000, but over a two-year period). However, in 2016 Mr.
Williams’ base salary was actually adjusted to $411,000.
In 2017, the SBA again did the benchmarking work internally with a validation from Mercer. Based on
that assessment and the ED/CIO’s annual performance review. Mercer maintained its prior
recommendation of an ultimate adjustment to $455,000 which committee accepted and Mr. Williams’
base salary currently stands at $455,000.
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 ED/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
Subcommittee members giving the highest ratings with respect to performance related the
organization’s mission and Mr. Williams’ overall individual performance. The Subcommittee has

Page 2
August 28, 2018
Mr. Price

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 SBA compiled multiple salary market reference points for the ED/CIO position including:
1) Median of top 5 public pension funds - $450,000 (Group consists of CalPERS, CalSTRS, New
York State Common, New York City Retirement, Teachers Retirement System of Texas)
2) 75th percentile of McLagan Select Funds peer group - $526,000
3) 75th percentile of Broader Public Pension Peer group - $518,000
For reference the 2018 median of the top 5 was lower than the SBA’s 2017 study. This was a result
of Texas Teachers new CIO being given an incoming base salary of $450,000 while his predecessor,
received a base salary of $551,250. (For your reference, in 2017 Mr. Harris was recruited from Texas
Teachers by The University of Texas Management Company, for a base salary of $750,000 and a
signing bonus of $550,000 and a competitive annual incentive opportunity – which are typically
considerably higher in the endowment and foundations, than those offered at state pensions).
Given, Mr. Williams exceptional performance, his criticality to the SBA and the dynamic nature of the
market, Mercer would advise an increase to approximate the McLagan select funds 75th percentile or
approximately $525,000. A more conservative approach, as secondary alternative, would be to target
the average of the three market reference points listed above, which would yield a target base pay of
approximately $500,000.
Mr. Williams is eligible for incentive compensation ranging from 17.5% to 52.5% of salary and Mercer
remains comfortable that the total cash compensation (salary + bonus), is close to the median of the
market but well below the 75th percentile of the market. Given the SBA’s size and performance, this
market positioning is reasonable but conservative.
If you have any questions, please do not hesitate to contact me.
Thank you,
Jon
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2017-2018 SBA Compensation Update
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SBA Incentive Compensation Update
FY2015-2016

FY2016-2017

FY2017-2018

Total Eligible Positions

63

63

63

Total Participants Receiving an Award

57

59

58 (eligible)

Maximum Possible Quantitative Award

$1,786,970

$1,783,384

$1,881,842

Actual Quantitative Award (Paid over 2 years)

$1,382,538

$1,610,799

$1,702,204 (preliminary)

Maximum Possible Individual Award

$339,580

$343,442

$359,192

Actual Individual Award (Paid over 2 years)

$255,999

$296,867

N/A

Maximum Possible Award

$2,126,550

$2,126,827

2,241,034

Actual Total Award Earned (Paid over 2 years)

$1,638,535

$1,907,665

N/A

Total Earned Quantitative ÷ Max Possible

77%

90%

90% (preliminary)

Total Earned Individual ÷ Max Possible

75%

86%

N/A

Total Earned ÷ Max Possible

77%

90%

N/A

% Participants Earning Max Possible

53%

63%

N/A

Total Awards Paid in December following FY

$869,218*

$1,728,304^

N/A

Total Awards Deferred to December after next FY

$769,318

$953,833

N/A

*More than 50% of earned awards were paid out due to two individuals reaching age 65 in the calendar year and triggering 100% payout pursuant to the Plan
document.
^Total awards paid in December 2017 reflect half of earned awards from FY2015-2016, which were deferred to December 2017, plus earned interest on the
FY2015-2016 deferred amount plus half of FY2016-2017 earned awards.
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SBA Base Compensation Comparison for
2016 & 2017 Salary Adjustments
All SBA Employees

Non-Incentive Eligible

Incentive Eligible

December
2016
Adjustments

December
2017
Adjustments

December
2016
Adjustments

December
2017
Adjustments

December
2016
Adjustments

December
2017
Adjustments

Total Employees

185

187

126

130

59

57

Employees as % of Total
Employees

-

-

68%

70%

32%

30%

Compa-Ratio
(Total Salaries ÷ Total Midpoints)

88%

92%

92%

95%

84%

87%

Average Years in Job/Grade

4.1

4.2

4.8

4.2

3.2

3.0

Aggregate Last Increase

$489,664

$746,238

$313,617

$435,083

$176,047

$311,156

Median % of Last Increase

2.8%

4.3%

3.1%

4.7%

2.2%

4.0%

Average % of Last Increase

3.2%

4.8%

3.5%

5.0%

2.3%

3.9%

Average Base Pay Increase

$2,647

$4,107

$2,489

$3,751

$2,984

$4,857

The information on this slide reflects only SBA information and excludes FHCF and ODCP.
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SBA Base Compensation Distribution Update
as of December 2017 – Latest Cycle
All Employees

Non-Incentive Eligible

Incentive Eligible

Percentage
Increase

# of
Employees

% of
Employees

# of
Employees

% of
Employees

# of
Employees

% of
Employees

0% - 3%

31

38%

17

15%

14

25%

3.1% - 6%

116

53%

79

68%

37

67%

6.1% - 10%

23

8%

19

16%

4

7%

1%

1

1%

0

0%

Greater than 10% 1

The information in the table above reflects only SBA information and excludes FHCF and ODCP.

Employee Recruitment & Retention Rate for FY2018-2019
• SBA = $960,000
• ODCP = $39,302
• FHCF = $63,398
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Progress Toward Target Salaries

(Organization-wide Compa-Ratio)

Compa-Ratio for Each Period
(Total Salaries ÷ Total Midpoints)

94.0%

% of Midpoints

92.0%
90.0%
88.0%
86.0%
84.0%
82.0%
80.0%

9/30/2013 vs. 2013 Midpoints

12/1/2016 vs. 2016 Midpoints

12/1/2017 vs. 2016 Midpoints
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Progress Toward Target Salaries
(Distribution of Employees by Compa-Ratio)

Progress Toward Target Salaries
Salaries vs. Relevant Period Midpoint

100

Number of Employees

90
80
70
60
50
40
30
20
10
0

Below 80%

80-90%

91-100%

101-110%

111-120%

90-110% is "Competitive Range"

9/30/2013 vs. 2013 midpt

12/1/2016 v. 2016 Midpt

12/1/2017 v. 2016 Midpt
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Current SBA Salaries vs. Current Market Medians
Employees who are fully proficient in their jobs should be between 90% and 110% of the market. A bell-shaped curve around 90% to
110% is typically expected.
The organization-wide market-ratio (aggregate SBA salaries ÷ aggregate market medians) is 83%. This means that, on average across
all positions, the SBA pays about 83% of what our peer organizations are paying for similar jobs. At the individual level, on average,
the SBA pays $83,000 for a position that peer organizations are paying $100,000. The market ratio for non-incentive eligible positions
is 84% and incentive eligible positions is 83%.

SBA Salaries vs. Market Medians

Current Distribution
50.0%
45.0%

Expected Distribution

% of Employee Group

40.0%
35.0%
30.0%
25.0%
20.0%
15.0%
10.0%
5.0%
0.0%

Less than 80%

80.1% - 90%
All SBA Employees

90.1% - 100%
Non-Incentive Eligible Employees

100.1% - 110%
Incentive Eligible Employees

110.1% or Greater
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Turnover for all SBA, ODCP, and CAT Fund Staff
ALL STAFF

Total Turnover

Total Retirement Turnover
2 Year Moving Average Non-Retirement Turnover

2011 2012

2014 2015

2015 2016

2016 2017

The average turnover rate for the SBA’s pension peers is 8.4%. The median turnover rate is
8.8%. Most of the SBA’s pension peers have average turnover between 3% and 9%.

1.9%

4.3%

4.8%

4.9%

6.2%

2013 2014

2.5%
2.5%

2.0%

4.5%
2012 2013

7.2%

7.2%

6.5%

5.7%
2.6%

4.2%
1.0%

2010 2011

2.4%

2009 2010

5.2%

4.8%
3.2%

2.8%

3.3%

0.6%
2008 2009

2.4%

2007 2008

8.3%

8.1%
5.2%

0.6%

2.9%

5.5%

6.1%

8.1%

9.6%

Total Non-Retirement Turnover

2017 2018
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Turnover for all SBA, ODCP, and CAT Fund
Non-Incentive Eligible Staff
NON-INCENTIVE ELIGIBLE
Retirement Turnover

Non-Retirement Turnover

2 Year Moving Average Non-Retirement Turnover

8.8%
7.5%

5.3%

6.1%

1.3%

2.0%

1.4%

4.0%

4.9%
2.1%
2.8%

2.1%

4.3%

5.2%
3.7%

3.0%

4.5%
1.5%

3.8%

6.1%
2.3%

3.1%

0.0%

3.1%

5.7%
2.5%

3.5%

4.3%

0.9%
2007 2008

6.4%

8.2%

8.8%

10.8%

Turnover

2008 2009

2009 2010

2010 2011

2011 2012

2012 2013

2013 2014

2014 2015

2015 2016

2016 2017

2017 2018
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Turnover for all SBA, ODCP, and CAT Fund
Incentive Eligible Staff
Turnover

Retirement Turnover

Non-Retirement Turnover

2 Year Moving Average Non-Retirement Turnover

2009 2010

8.2%

2011 2012

2012 2013

6.6%

6.6%

2013 2014

2014 2015

4.9%
3.3%

3.3%
3.3%
1.6%

1.7%

3.4%

4.9%

5.1%

5.1%
1.7%

2010 2011

0.0%

2008 2009

0.0%

0.0%
2007 2008

6.8%

7.1%

7.1%

7.2%

7.2%

3.7%
1.9%
1.9%

3.9%
3.9%

5.5%

7.4%

7.8%

10.3%

10.3%

INCENTIVE ELIGIBLE

2015 2016

2016 2017

2017 2018
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Projected Retirements by December 2023
for all SBA, ODCP, and CAT Fund Staff
•
•
•

•
•
•

67 (32.4%) of 207 employees are eligible to retire by the end of 2023.
34 (50.7%) of 67 employees eligible to retire are manager/supervisor-level and
above.
There are 34 (39.5%) manager/supervisor-level and above employees eligible
to retire of the 86 total manager/supervisor-level and above employees. This
means that 39.5% of the SBA’s manager/supervisor-level and above positions
could be replaced by the end of 2023.
Of the 67 employees eligible to retire, 14 (20.9%) are already in DROP. Of the
14 in DROP, 7 (50.0%) are supervisor/manager-level and above.
Of the 67 employees eligible to retire, 14 (20.9%) are in an asset class and 53
(79.1%) are in operations.
There are 58 asset class positions with 14 (24.1%) eligible to retire by the end
of 2023.
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