STATE BOARD OF ADMINISTRATION OF FLORIDA (SBA)

Agenda
Investment Advisory Council (IAC)
Special Meeting to Discuss and Provide Policy Guidance for Compensation Study
Friday, November 16, 2012, 1:00 p.m.
Renaissance Orlando at SeaWorld
6677 Sea Harbor Drive, Orlando, Florida 32821

1. Welcome/Call to Order

David Grain, Chair

2. Background Information
a. SBA organizational structure and responsibilities
b. Overview of SBA compensation
c. “Compensation 101”
No action required.

Kevin SigRist, SBA
Kevin SigRist, SBA
Jan Olson, Mercer

3. Aug/Sept interviews with IAC members
No action required.

Jon Mason, Mercer

4. Executive Compensation Governance
a. Practices at Other Public Pension Funds
b. Mercer Recommendation
No action required.

Josh Wilson, Mercer

(continued on next page)
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5. IAC roles in Compensation Governance for
David Grain, Chair
Current Study 1
Actions required:
a. Determine IAC role with regard to compensation for:
i. Selected executives
ii. Other employees
b. Determine next steps; adjust Mercer Project Plan
6. IAC’s Ongoing Role in Compensation
For discussion -- IAC’s recommendation to Trustees
could be deferred to December 10 meeting

David Grain, Chair

7. Compensation program policy/design
For discussion/input from full IAC or selected subgroup

Jan Olson, Mercer

8. IAC approval of McLagan Public Fund peer groups
Action required.

David Grain, Chair

9. Audience Comments/Closing Remarks/Adjourn

David Grain, Chair

1

Responsibilities were described by IAC Chairman David Grain in his May 17, 2012 letter to each SBA Trustee, which
appears in the Appendix beginning on page 115.
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SBA Organizational Structure and Responsibilities of Key Staff
Senior SBA Investment, Operations and Support Professionals

EXECUTIVE DIRECTOR & CIO
As Executive Director & CIO of the State Board of Administration of Florida (SBA), Ash
Williams serves as the Executive Director & CIO of the fourth largest pension fund in the United
States. Total assets under management at the SBA are approximately $157 billion (as of
September 2012), which includes the Florida Retirement System Pension Plan (Defined Benefit
Trust Fund) and Investment Plan (Defined Contribution Trust Fund). Under broad authority
granted by the Trustees, the Executive Director has administrative and investment authority and
responsibility, within the statutory limitations and rules, to develop investment policies and
tactically managed investments. The management and day-to-day operations of the Florida
Hurricane Catastrophe Fund (FHCF) are the responsibility of its Chief Operating Officer, who
reports directly to the Executive Director & CIO of the SBA. (Total SBA and FHCF staff of
186)
DEPUTY EXECUTIVE DIRECTOR
Kevin SigRist is the Deputy Executive Director (DED) at the State Board of Administration of
Florida (SBA). He serves as staff director for the internal investment committee and participates
in public market investment manager monitoring, 2a-7 money market fund oversight committee,
and various management committees. He oversees Senior Investment Officers for each asset
class, including serving as secondary approver for private market direct and fund investments,
public market investment manager hires and terminations, asset class strategic plans, annual
investment work plans, investment policies, and compliance reports. Kevin has served as a coteam leader for investment policy development and implementation, including asset liability
studies. In addition to his investment responsibilities, the DED is a key collaborator in the
overall management of the SBA. (Staff of 60)
CO-SENIOR INVESTMENT OFFICERS GLOBAL EQUITY
Scott Seery and Janice Yecco are the Co-Senior Investment Officers of Global Equity.
They oversee management of over $74 billion in stock market investments as of
September 2012; including internal and external specialized style and capitalizationoriented portfolios in the U.S. and internal and external developed market equities,
emerging market equities, and currency overlay strategies in non-U.S. markets. Their
duties include formulating strategies and portfolio guidelines, investment manager
searches and monitoring investment managers. (Staff of 13)
SENIOR INVESTMENT OFFICER FIXED INCOME
Katy Wojciechowski is the Senior Investment Officer of Fixed Income. She oversees
management of over $52 billion (as of September 2012) in long-term and short-term
fixed income investments, including internal and external investment grade and high
yield portfolios. Her duties include internal active government/credit portfolio
management, internal cash management, formulating strategies and portfolio guidelines,
investment manager searches and monitoring investment portfolios. (Staff of 17)
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SENIOR INVESTMENT OFFICER REAL ESTATE
Steve Spook is the Senior Investment Officer of Real Estate. He oversees management
of over $9 billion (as of September 2012) in direct-owned, pooled, development and
REIT strategies. His duties include formulating operating strategies, selection and
engagement of professional service providers, evaluation and analysis of investment
alternatives and property acquisition, management and disposition. (Staff of 11)
SENIOR INVESTMENT OFFICER PRIVATE EQUITY & STRATEGIC
INVESTMENTS
Trent Webster is the Senior Investment Officer of Private Equity & Strategic
Investments. He oversees management of over $12 billion (as of September 2012) in
limited partnerships, fund-of-fund, co-investment and secondary investments in LBO,
distressed debt, hedge funds, timber, mezzanine, venture and other alternative
investments. His duties include sourcing new investments, completing due diligence, and
participating on private partnership advisory boards. (Staff of 12)
CHIEF RISK AND COMPLIANCE OFFICER
Eric Nelson is the Chief Risk and Compliance Officer. He oversees strategic planning, policy
development, enterprise risk management and compliance. (Staff of 19)
SENIOR INVESTMENT POLICY OFFICER
John Benton is the Senior Investment Policy Officer responsible for investment policy,
asset allocation, performance measurement, economic analyses, and total fund investment
research. (Staff of 6)
SENIOR OFFICER – INVESTMENT PROGRAMS & GOVERNANCE
Mike McCauley is the Senior Officer – Investment Programs & Governance. He is responsible
for managing all corporate governance activities inclusive of identifying and anticipating
immediate and emerging corporate governance issues, executing proxies, briefing senior staff
and coordinating governance activities with other investor groups and shareowners. Mike also
manages all investment program and non-FRS client service activities, including financial and
non-financial issues that may impact clients and the management of program accounts,
investment program client service includes relationship management, communication with
government and non-governmental clients and constituent groups, client advocacy, account and
portfolio reporting, and oversight of externally managed portfolios. (Staff of 2)
CHIEF OPERATING/FINANICAL OFFICER
Kathy Whitehead is the Chief Operating Officer and Chief Financial Officer for the State Board
of Administration of Florida (SBA). She is responsible for human resource management,
training and development, accounting and financial operations, budget, administrative services,
and information technology. (Staff of 80)
SENIOR OPERATING OFFICER ACCOUNTING & ADMINISTRATIVE SERVICES
Robert Copeland is the Senior Operating Officer of Accounting and Administrative
Services. He oversees accounting and financial reporting, debt service, budget, and the
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SBA’s custodial bank relationships. He is also responsible for administrative services
including, procurement, office services, and travel. (Staff of 36)
SENIOR OPERATING OFFICER FINANCIAL OPERATIONS
Lori Guido is the Senior Operating Officer of Financial Operations. She oversees all
financial operations and is responsible for accounting information systems, as well as the
SBA’s commercial bank relationships. (Staff of 16)
DIRECTOR OF INFORMATION TECHNOLOGY
Greg Mathes is the Director of Information Technology. He oversees all aspects of
information technology, including network applications, applications and development,
support operations, websites and enterprise applications such as PeopleSoft and Eagle
Portfolio Management System. (Staff of 17)
GENERAL COUNSEL
Maureen Hazen is the General Counsel of the State Board of Administration of Florida (SBA).
She serves as the chief legal advisor to the Executive Director and staff of the SBA. Her duties
include the management and oversight of all SBA litigation, including supervision of the legal
activities of external firms performing legal services for the SBA; development, review and
maintenance of all SBA contracts for products and services; and legal research and preparation
of reports and legal opinions. (Staff of 10)
INSPECTOR GENERAL
Ken Chambers is Inspector General responsible for handling internal investigations, serving as
the organization’s ethics officer, and broadly overseeing administrative compliance. (No staff)
DIRECTOR OF COMMUNICATIONS
Dennis MacKee is Director of Communications, responsible for managing the public affairs and
“corporate” communication activities of the Board. Duties include the development and
distribution of information to FRS beneficiaries, investment press, general press, public/groups
and other SBA stakeholders. Assists in development of speeches, presentations and mass
communications of the SBA and assists the Executive Director in matters dealing with the SBA
Trustees and the Trustees' Cabinet Aides. (Staff of 1)
SENIOR DEFINED CONTRIBUTION PROGRAMS OFFICER
Ron Poppell is the Senior Defined Contribution Programs Officer at the State Board of
Administration of Florida (SBA). He is responsible for the daily administration of the Office of
Defined Contribution Programs, which administers the Florida Retirement System Investment
Plan, a participant-directed 401(a) retirement plan with September 30, 2012 assets of over $7
billion. He is also responsible for managing the educational services offered to the
approximately 675,000 members of the Florida Retirement System. He is also the SBA’s
legislative liaison. (Staff of 5)
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CHIEF OPERATING OFFICER OF FLORIDA HURRICANE CATASTROPHE FUND
(FHCF)
Dr. Jack Nicholson is the Chief Operating officer of the Florida Hurricane Catastrophe Fund. He
is responsible for the day-to-day operations of the Fund as well as strategic and operational
planning, analysis of proposed legislative and regulatory actions, and administration of the
Insurance Capital Build-up Incentive Program. He is on the Board of Directors and is the
President of the Florida Hurricane Catastrophe Fund Finance Corporation and on the board of the
Florida Commission on Hurricane Loss Projection Methodology. (Staff of 12)
CHIEF AUDIT EXECUTIVE
Flerida Rivera-Alsing is Chief Audit Executive. She is responsible for implementing an internal
audit program for the SBA. This program provides for the review and appraisal of the
soundness, adequacy, effectiveness, and proper application of accounting, financial, and other
operating controls; the determination of the extent of compliance with these controls and other
established policies, plans, and procedures; the determination of the extent to which SBA assets
are accounted for and safeguarded from losses of any kind; the determination of the reliability of
management's financial data developed within the organization; and the issuance of reports to
appropriate levels of management stating conclusions and recommendations for improvements.
(Staff of 5)

Organizational Chart appears in Appendix
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Overview of SBA Compensation
SBA Pay Governance and Practices – Current State
Following are sections of the Florida Constitution, Florida Statutes, Florida Administrative Code
that are relevant to the respective compensation authority of the SBA Board of Trustees,
Investment Advisory Council, Audit Committee, and Executive Director.
(Article IV, Section 4 of the Florida Constitution) - The governor as chair, the chief financial
officer, and the attorney general shall constitute the state board of administration, which shall
succeed to all the power, control, and authority of the state board of administration established
pursuant to Article IX, Section 16 of the Constitution of 1885, and which shall continue as a
body at least for the life of Article XII, Section 9(c) [Motor Vehicles Fuel Taxes].
(215.44, F.S.) the Board of Administration, sometimes referred to in this chapter as “board” or
“Trustees of the State Board of Administration,” composed of the Governor as chair, the Chief
Financial Officer, and the Attorney General, shall invest all the funds in the System Trust Fund,
as defined in s. 121.021(36), and all other funds specifically required by law to be invested by
the board pursuant to ss. 215.44-215.53 to the fullest extent that is consistent with the cash
requirements, trust agreement, and investment objectives of the fund.
(215.441, F.S.) The appointment of the executive director of the SBA shall be subject to the
approval by a majority vote of the Board of Trustees of the SBA, and the Governor must vote on
the prevailing side. Such appointment must be reaffirmed in the same manner by the board of
trustees on an annual basis….
(F.A.C. Rule 19-3.016) The Executive Director, who shall act as the Board’s chief administrative
officer, shall be selected by and serve at the pleasure of the Board. The Board has hereby
delegated authority to act in the following areas to the Executive Director or his designee:
(1) To negotiate, enter into and execute purchases, contracts, leases, lease-purchases,
licenses and agreements relating to real, personal and mixed property, services, commodities
and capital outlay items required for the day-to-day operations of the Board.
(2) To negotiate, enter into and execute contracts and agreements to carry out the
administrative, investment and debt functions of the Board.
(3) To control and disburse funds to carry out the constitutional and statutory duties of the
Board.
(4) Take final agency action in all personnel matters, including discipline, involving Board
employees.
(5) To transfer funds between categories of approved funds provided no category is
increased or decreased by more than five percent of the total approved budget by all action
taken.
(6) To transfer funds between object codes of a category of approved funds without
limitation.
(7) To add, delete, reclassify and transfer authorized salaried positions so long as the total

10

approved and budgeted positions are not exceeded.
(8) Authorize and pay travel expenses and per diem under Section 112.061, Florida Statutes.
Authorize and pay membership dues under Section 216.345, Florida Statutes, when such
membership is essential to the statutory duties and responsibilities of the Board or, with
respect to constitutional duties and responsibilities of the Board, when such membership is
essential to the constitutional duties and responsibilities of the Board.
(9) To act as custodian of the records and property of the Board.
(10) To act as agent for service of process, as representative to organizations in which the
Board is a member or officer and as official liaison with agencies of the State, other states, the
Federal Government and the public.
(11) To immediately bring to the Board, in writing, and secure the Board’s approval of any
proposed legal action to be taken by or on behalf of the Board, except in defense of litigation
instituted against the Board. However, where the emergent nature of a matter requires
immediate action and it is not possible to present the matter to a regular or special meeting of
the Board, then the Executive Director may take appropriate legal action subject to ratification
at the next regular or special meeting of the Board.
(12) To initiate all rulemaking and adopt internal procedures and guidelines.
(13) To perform such other functions as may be necessary to supervise, direct, conduct and
administer the day-to-day duties of the State Board of Administration as authorized by law or
by rules and policies adopted by the Board.
(14) The Executive Director shall keep each member of the Board advised of controversial or
major policy issues arising in the State Board of Administration and shall place such matters
upon its agenda when directed by any member of the Board.
(15) The management and the execution of the investment and debt responsibilities of the
Board shall be under the direction and supervision of the Executive Director, subject to such
limitations and restrictions as may be prescribed by the Board.
(16) To authorize and designate futures and options markets as authorized in Section
215.47, Florida Statutes.
(17) To assess and collect fees for authorized services provided by the Board for certain
one-time or non-recurring activities unattributed to specific Fund beneficiaries and to deposit
the fees in and to expend funds from the Administrative Expense Trust Fund. The services for
which fees may be assessed and collected include but are not limited to the following:
(a) Processing of interest rate waiver applications.
(b) Collecting of undistributed account balances.
(c) Escrow restructuring.
(d) Unattributed investment gains.
(e) Reproduction fees.
(f) Fees paid for the services of General Counsel relating to private non-trust related
entities.
(g) Equitable surcharges on investment earnings.
(h) Administration and legal work fees.
(i) These fees may be deposited in the Administrative Expense Trust Fund and expended
only for lawful purposes of the Board.
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Current Practices for Approving Compensation Changes
Executive Director & CIO: The Board of Trustees established the compensation for the ED/CIO
when he was initially appointed in July 2008. The negotiated compensation and benefits
package included an annual salary of $325,000 and up to 8% of annual compensation as
incentive compensation, in accordance with the SBA’s Incentive Compensation Policy. The
offer memorandum states that performance and compensation is to be reviewed annually by
the Trustees. SBA staff does not participate in the annual review of the ED/CIO performance
and compensation.
Chief Risk and Compliance Officer: The Board’s role in the compensation of the Chief Risk and
Compliance Officer has been codified in the Investment Policy Statement (IPS) of each of the
major funds entrusted to the SBA (as approved by the Board of Trustees). As an example, the
IPS for the FRS Defined Benefit Trust Fund states:
“The Executive Director will appoint a Chief Risk and Compliance Officer, whose selection,
compensation and termination will be affirmed by the Board…”
This requirement for affirmation was instituted in 2012. The anticipated procedure will be for
the ED to authorize compensation changes for the CRCO, which subsequently would be
submitted to the Board of Trustees for affirmation (e.g., as part of the annual operating
budget).
Chief Audit Executive: (F.S. 218.403(2)(c) “The audit committee shall direct the efforts of the
board’s independent external auditors and the board’s internal audit staff…”
The Charter of the Audit Committee states as one of its responsibilities: “Assist the Board in
decisions regarding the appointment and removal of the CAE.”
The Charter of the Office of Internal Audit states: “To provide for the independence of the OIA,
its personnel report to the Chief Audit Executive (CAE), who in turn reports functionally to the
Audit Committee and administratively to the Executive Director & CIO.”
In practice, the ED/CIO has authorized salary changes for the CAE in consultation with the Audit
Committee members.
All other SBA positions: Under authority delegated to the ED/CIO in F.A.C. Rule 19-3.016, the
ED/CIO approves all compensation changes for other SBA employees.
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Funding for SBA Compensation
The SBA is self-supporting primarily through fees-for-service collections and does not directly
receive appropriations from the Legislature. The SBA has its own budgets because it is a
separate constitutional entity governed by its Board of Trustees, which approves the SBA’s
budgets and staffing count (FTE) each fiscal year. Formally, the SBA has an operating budget
and separate budgets for the Office of Defined Contribution Programs and Florida Hurricane
Catastrophe Fund. All approved SBA budgets are forwarded to the Legislature.
Since 1990, all SBA employees have been classified as either Select Exempt or Senior
Management Service. The SBA’s benefits historically varied from those of other state
employees in these classes, but the differences have been narrowing over time.
In conjunction with the annual budgeting process, the SBA undertakes an evaluation of
organizational staffing (FTE) levels relative to the overall mission, strategic initiatives,
internal/external audits/reviews, and board policies. In its annual budget proposals, the SBA
requests salary funding for all existing positions at their current pay levels. Requests for
additional positions or additional funding for existing positions (e.g., for general, merit,
promotions, internal equity, or other salary increases) or funding for bonus programs (e.g., nonrecurring awards for exceptional performance, teamwork, etc. and for the Incentive
Compensation Plan while it was in effect) are highlighted in the budget requests.
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Chronology of Compensation Budgets and Actions -- FY 1999 – 2013
•

•

•

•

•

FY 1998/99
o The SBA participated in Watson Wyatt public funds pay study; study showed that
salary for SBA investment positions was significantly behind the median salary
(excluding bonuses) compared to peer group of 14 other large public funds.
o SBA employees received approximately 5% pay increase awarded to all state
employees.
FY 1999/2000
o SBA employees received approximately 2.8% pay increase awarded to all state
employees.
o Approved budget reflected special funding of $200,000 to provide investment
positions with competitive pay increase averaging 7.7% to address deficiencies
identified in 1998/99 study.
o In 1999 and 2000, IAC was briefed and presented with findings of investment
professional compensation study for discussion purposes only; not for action.
FY 2000/01
o SBA employees received 2.5% pay increase awarded to all state employees.
o Approved budget reflected additional funding of $200,000 (equiv to 2.5% of
salaries) for pay increases to reward outstanding performance of staff in
exceeding CY 1999 investment benchmark and achieving other efficiencies.
o An incentive compensation program was discussed with the IAC
FY 2001/02
o SBA employees received 2.5% cost-of-living pay increase awarded to all state
employees.
o Approved budget reflected additional 2% ($200,000) funding to address salaries
below minimum classification levels, reclassify positions and reorganize staff
positions (DED added) (some performance awards)
o A June 28, 2001 incentive compensation study by Mercer was presented to the
IAC.
FY 2002/03
o SBA employees received 2.5% cost-of-living pay increase awarded to all state
employees.
o Transcript of 3/21/03 IAC meeting reflects extensive discussion of challenges the
SBA is experiencing in recruiting and retaining investment professionals and
importance of addressing need for incentive plan, particularly in light of key staff
approaching retirement or already in the DROP program. IAC Chair cited
Mercer’s study and indicated: “we’ve been talking about incentive compensation
here for ten – almost ten years, I guess, off and on.” Discussion referenced the
complexity of the incentive plan Mercer had proposed, but was not adopted.
o March 2003 – SBA engaged McLagan for compensation study of investment and
investment-related positions, covering base salary and incentives (Cost $17,500).
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•

•

•

FY 2003/04
o SBA employees received 2% cost-of-living pay increase awarded to all state
employees.
o March 2004 – SBA engaged McLagan to develop incentive plan concept and
assist management in presenting proposed incentive plan concept to
Board/Trustees (Cost $25,000 to $30,000). Exec. Dir. Stipanovich mentioned
progress was being made on incentive plan concept and was optimistic it would
be included in upcoming budget.
o April 2004 McLagan finalized Compensation Proposal for Investment
Professionals. Report noted that, compared with peer group of 14 other
large/leading public funds:
 SBA pay levels were, on average, 12% below public fund median
 SBA’s total compensation levels fell, on average, 29% below the public
fund median
 47% of leading/large public funds had annual incentive plans; the SBA did
not and it was the fourth largest public pension fund in USA
 Proposed modest incentive plan to cover 45 investment professionals
directly involved in developing investment policy and strategy (executive
and senior management); making investment decisions (portfolio
managers, investment research analysts), securities execution (traders),
and supporting investment policy-making, decision-making, and/or
execution (performance analysts, risk managers).
 Proposed the ED include the incentive compensation plan costs in annual
budget and that Trustees approve the incentive compensation plan costs
in conjunction with the annual budget.
o In May 2004, Trustees approved Incentive Compensation Plan (ICP) for
investment professionals, as proposed by McLagan. Funding began in FY
2005/06 since there was a roll-in period (incentive applied to performance
beginning 7/1/04).
o In June 2004, IAC received copy of budget and noted that Trustees had approved
ICP.
FY 2004/05
o In lieu of cost-of-living base pay increase, a $1,000 bonus (net) was budgeted
and awarded to all SBA and other state employees with satisfactory
performance. This non-recurring compensation ($160,000) became future
budget line item for Incentive Compensation Plan funding.
o $137,000 approved in salary budget to more competitively pay specific low to
mid-level professional investment staff and address other retention issues.
FY 2005/06
o SBA employees received 3.6% cost-of-living pay increase awarded to all state
employees. (Trustees specifically approved the application of the 3.6% increase
to the pay of the Executive Director, C. Stipanovich, noting it was their
responsibility.)
o ICP budget of $245,000 (maximum exposure/payout for ICP)
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•

o January 2006, paid $245,524 to 36 ICP participants. The maximum award (8% of
salary) was earned based on investment performance in 2004/05 and applied to
all eligible participants. Individual awards ranged from $3,100 to $13,700.
FY 2006/07
o SBA employees received 3% cost-of-living pay increase awarded to all state
employees.
o ICP budget of $280,000
o January 2007, paid $269,481 to 41 ICP participants. The maximum award (8% of
salary) was earned based on investment performance in 2005/06 and applied to
all eligible participants. Individual awards ranged from $3,200 to $14,200.
o April 2007 - SBA engaged McLagan to complete competitive pay level analysis
that would be used to assess competitiveness and appropriateness of SBA’s pay
levels and pay ranges and, as appropriate, serve as basis for defining new salary
ranges and/or incentive pay opportunities; The engagement also included a
review of the SBA’s current incentive pay plan and identifying the overall
features of a modified incentive program that reflected best practices. (Cost
$35,000). Report issued June 2007. Findings included:
 In the competitive compensation analysis completed in 2003, SBA’s salary
levels were 12% below the median of other large public funds.
 Based on 2007 analysis, SBA’s salary levels are 36% below the median
versus other large public pension funds.
 As indicated back in 2003, with below market pay it is unreasonable for
SBA to expect above average performance. SBA’s performance-based
culture requires reasonable pay levels.
 SBA could mitigate the risk of unnecessary turnover, especially for its
highest performing staff, by targeting salaries closer to the competitive
market.
 If fully marked-to-market, salary increases equal $2MM (+30%) which is
significant. However, they are somewhat modest for a $115 billion fund,
especially when compared to the cost of external management.
 Put another way, given SBA’s size, the cost of under-performance (due to
under-resourcing staff) is vast, while the cost of providing at market pay
is modest.
 Salary adjustments could be implemented over a period of time (e.g., one
to two years).
 Based on the competitive analysis, SBA’s incentive opportunities are low
versus the market while its performance standards are competitive.
 In other words, to earn maximum incentives, SBA requires the same level
of above-benchmark performance as its peers, but with a much lower
pay-out.
 In terms of target incentives, under the current incentive plan, the level
of above-benchmark performance required to begin earning any
incentives appears high versus the market and should be re-considered.
 SBA should increase incentive opportunities to market levels.
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•

•

•

Incentive opportunities should vary by position based on roles and
responsibilities (similar to market practice).
As well, incentive weightings should also vary for staff based on each
individual’s primary responsibilities (e.g., Senior Investment Officers
should have a portion of their incentives tied to their respective asset
class performance).

FY 2007/08
o As in FY 2004/05, in lieu of general (cost-of-living) base pay increase, a $1,000
bonus (net) was budgeted and awarded to all SBA and other state employees.
o ICP budget of $318,000
o January 2008, paid $238,825 to 36 ICP participants. The maximum award (8% of
salary) was earned based on investment performance in FY 2006/07 and applied
to all eligible participants. Individual awards ranged from $3,300 to $12,000.
o Gen. Milligan became Interim Executive Director in December 2007 and
implemented a focused set of merit increases and exemplary achievement
awards in Spring 2008. McLagan report recommendations were deferred.
FY 2008/09
o 0% pay increase for all state employees, but Trustees approved:
 Special 5% salary pool ($570,000) for recruitment and retention
 ICP budget $375,000
o Ash started in October 2008 (July 2, 2008 Trustees authorized Gen. Milligan to
negotiate pay and benefits package with Ash Williams, for final approval at
7/29/08 Cabinet meeting. Package was approved by Trustees on 7/29/08.)
o January 2009 – no ICP awards paid out for FY 2007/08
o February 2009 – SBA engaged McLagan to provide its observations about current
pay trends and competitive best practices at other public funds and to complete
a market pay level analysis for about 40 investment positions (Cost $22,000).
Findings included:
 SBA’s pay (in late 2008) versus total cash (salary + incentives) was:
• Well below the median (-40%) versus the 2007 actual total cash of
other large/leading public funds
• Well below the median (-54%) versus the 2008 maximum total
cash opportunity of other large/leading public funds.
 SBA’s salaries (late 2008) were:
• Well below the median (-35%) versus the competitor group.
FY 2009/10
o 0% pay increase for all state employees
o 2.5% salary pool ($280,000) for recruitment and retention
o ICP resources were requested for FY 2009/10, but were deleted from the
approved FY 2010 budget, based on Trustee direction.
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•

•

•

FY 2010/11
o 0% pay increase for all state employees
o No recruitment and retention pool, but targeted merit increases were made.
o No ICP budget requested
o June 2011 KPA Advisory Services (Keith Ambachtsheer) letter to Ash Williams
providing results of its survey of internal compensation practices of 37 global
pension funds. Findings included:
 SBA was fourth largest participant in terms of AUM
 The SBA’s annualized 4-year (2007-2010) Fund return ranked just below
the 75th percentile
 Among the 10 US Funds participating, SBA average compensation per
person (excluding top 5 employees) was the lowest of all participants
 Among the 10 US Funds participating, average compensation per person
for the top 5 employees was the lowest of all participants
 Rankings (bottom of scale) were the same when results were scoped by
number of persons employed by the Funds
FY 2011/12
o 0% pay increase for all state employees
o Approved budget reflected 3% salary pool ($400,000) for recruitment and
retention (loss of 5 senior officers to retirement in past 12 months; loss of midlevel investment professionals to private sector)
o No ICP budget requested
o Trustees approved budget resources for expanded compensation study
o Sept 2011 - Ash Williams wrote each then-current IAC member to invite the IAC’s
further involvement in a comprehensive review of SBA’s compensation program.
o May 2012 – IAC Chair Grain letter to each Trustee outlining IAC role and process
for compensation program review.
o SBA designed Strategic Professional Certification Program to provide salary
increases when employees earn certifications strategically important to the SBA
(e.g., CFA, MBA, CPA)
FY 2012/13
o 0% pay increase for all state employees
o 3% salary pool ($420,000) for recruitment and retention
o No ICP budget requested (performance qualified for 7.16% payout, or $400,000)
o Initial funding of Strategic Professional Certification Program ($44,000)

Note: The recruitment and retention pool supplements salary dollars freed by reorganizations
or other staffing changes. The combined pool has been allocated for:
• Targeted salary adjustments for high performing, highly mobile staff
• Funding required to attract key staff members when the available position lacked
sufficient budget funding
• Salary adjustments for key staff performing similar/equally valuable functions (internal
equity)
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•
•

Promotions for high performers
Merit increases for solid performers

Procedurally, SBA managers or Human Resources may recommend a salary adjustment for
particular staff members, based on documented performance, competitive market information,
promotions, restructuring of work responsibilities, etc. Recommendations are reviewed by the
COO/CFO before submitting them to the ED/CIO for final approval.
Annual performance evaluations are conducted on a calendar year basis to formally document
performance and subject to resource availability, to form the basis for performance based
salary increases. Current efforts are underway to better integrate performance planning into
the performance management system (e.g., linking individual goals to SBA strategic initiatives).
The current policies with regard to Compensation and Employee Performance Evaluations
appear in the appendix.
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Incentive Compensation Plan – Background/History
In May 2004, Trustees approved Incentive Compensation Plan (ICP) for investment
professionals, as proposed by McLagan. The current ICP policy appears in the Appendix. The
ICP was suspended beginning in FY 2009-10 due to dissatisfaction with the design and budget
considerations. The last payments under the plan were in early 2008 based on FY 2006/07
performance.
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Strategic Professional Certification Program
The SBA implemented a Strategic Professional Certification Program in 2011 to encourage
employees to obtain professional certifications (and associated technical skills) that are deemed
strategically important to the SBA’s mission, fiduciary responsibilities and/or succession
planning. Salary increases are awarded as follows, upon the receipt of certification in
accordance with the SBA’s established guidelines for the Certification Program.
APPROVED STRATEGIC PROFESSIONAL CERTIFICATION PROGRAM INCENTIVE STRUCTURE
Certification/Credential

Salary Increase

PhD

Finance, Economics, or other fields relevant to the SBA’s mission

$5,000

CFA

Chartered Financial Analyst

$5,000

Masters

Business Administration, Financial Mathematics or other
fields relevant to the SBA’s mission

$4,000

CPA

Certified Public Accountant

$3,000

CPCU

Chartered Property & Casualty Underwriter

$3,000

CIPM

Certificate in Performance Measurement

$2,000

FRM

Financial Risk Manager

$2,000

CEBS

Certified Employee Benefit Specialist

$2,000

CAIA

Chartered Alternative Investment Analyst

$1,500

CCIM

Certified Commercial Investment Manager

$1,500

PRM

Professional Risk Manager

$1,000

SPHR

Senior Professional Human Resources Certification

$1,000

CPPB/CPPO

Certified Professional Public Buyer (or Purchasing Officer)

$1,000

CIA

Certified Internal Auditor

$1,000

CFSA

Certified Financial Services Auditor

$1,000

CIDA

Certified Investment and Derivatives Auditor

$1,000

Through October 2012, nine (9) employees have earned salary increases through participation
in the SBA’s Strategic Professional Certification Program.
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Separation Statistics
Table 1: 15 Years of Separations from SBA by Position Title

(Investment Operations, Accounting, and Administrative Positions Not Listed, Unless Senior Management
Transfers within the SBA are not Included)
# Separations
Title

1998 – 2012 YTD

Portfolio Manager

14

Senior Portfolio Manager

9

Senior Investment Officer

6

Assistant Portfolio Manager

3

Asst General Counsel

3

Asst Portfolio Manager

3

Executive Director

3

General Counsel

3

Chief Investment Officer

2

Quantitative Invest Sys Alyst

2

Sr Investment Alyst III

2

Total Fund Investment Alyst II

2

Assistant Senior Investment Officer

1

Chief Compliance Officer

1

Chief of Management Policy

1

Chief Operating Officer

1

Corporate Governance Manager

1

Deputy General Counsel

1

Dir of DE Operations

1

Dir of Invst Risk Res & Rpting

1

Dir of Shrt Trm Invstmts & Ops

1

Director of Risk Management

1

Fix Inc Research Alyst

1

Mgr of Entpse Risk Mgmt & Comp

1

Mgr of Public Mkt Compliance

1

Mgr of Total Fund Research

1

Risk Analyst

1

Sr Compliance & Risk Alyst III

1

Sr Equity Trader

1
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Sr Invstmnt Pol Officer & Econ

1

Sr Quant. Invst Analyst III

1

Sr Ttl Fund Research Alyst III

1

Sr. Quantitative Analyst III

1

Ttl Fund Research Alyst

1

Subtotal of Positions Above

74

All Separations 1998 to Present

191

Table 2: Investment and Senior Management Staff Separations by 5-Year Period
1998-2002
2003-2007
2008-2012 (YTD)
Total

20
25
29
74

Table 3: Trend Line: Investment and Senior Management Staff Separations
12
10
8
6
4
2

YTD 2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

2000

1999

1998

0
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State Board of Administration of Florida (SBA)
“Compensation 101”
November 16, 2012

Josh Wilson, Atlanta
Jan Olson, Chicago
Jon Mason, Atlanta
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Compensation serves multiple roles

Provide a sense
of connection to
the company

Instill a longterm perspective

Identify key
performance
targets

Attract qualified
employees
Retain current
employees

Compensation
Package

Focus current
employees

Reward good
performance
Reinforce key
behaviors
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Compensation Strategy
Compensation Program Design Consideration
Competitive Market

The marketplace where the organization competes for attracting and
retaining talent

Pay Positioning

The organization's desired position for base salary, incentive
compensation and benefits compared to its competitive market

Mix of Compensation Elements

The appropriate blend of base salary and incentive compensation to
achieve the desired pay position

Alignment with Business Goals

How the company's pay program helps it reach its business goals,
drive stakeholder value, and influences employee behavior

Alignment with Mission

How the compensation program promotes the company's mission

Alignment with Cultural Values

How the compensation program supports the organization's culture
and core values

Professional Development

How the compensation program enables the company to develop its
talent and identify its future leaders
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Compensation strategy
Key Compensation Questions

Compensation Strategy

How much
to pay?

What to
pay for?

• Pay positioning in
marketplace

• Performance
measures

• Peer groups

• Goal-setting
• Skills

How to pay?
• Vehicles
• Mix of base/variable
• Differentiation

When to pay?
• Measurement
timeframe
• Payout timeframe

• Risk/reward
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Base Pay

29

Base Pay Components
Compensation Philosophy
Compensation Strategy

Job Evaluation
(Internal Equity)

Market Pricing
(External Equity

Salary Structure

Policies & Procedures

Communication & Training
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Base Pay Components
Job Evaluation Process
Job Evaluation – Market-Based
• External equity is priority
• Approaches: Market pricing/slotting

Job Evaluation – Content-Based
• Internal equity is priority
• Approaches: Ranking, paired comparison, factor comparison, point factor

Job Evaluation – People-Based
• What a person can do is priority
• Approaches: Competency-based pay
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Base Pay Components
Salary Ranges
Salary ranges can be used to ensure employees are paid according to their relative performance
and experience balanced with the company’s desired market competitive rate of pay.
Zone One

Minimum $

Zone Two

Midpoint $

Zone Three

Maximum $

Zone 1 = Bottom Third of Range
“Learning/Development Zone”

Zone 2 = Middle Third of Range
Zone 3 = Top Third of Range
“Role Model Zone”
“Fully Proficient Zone”
• Generally represents the area where
• For employees who have mastered the • For employees who have mastered the
most new employees are hired (since
skills and knowledge required by the
job and consistently and substantially
most new employees are not familiar
job and who continuously meet the
exceed target performance standards,
with all the complexities of the job, they
assigned accountabilities and
and who, because of unique skills,
may not be expected to have fully
objectives. New hires that are welltalents, and experience are making a
mastered all requirements of the job).
seasoned will generally fall into this
significant contribution above the
zone as well.
expected level for the job.
• Also for recently promoted employees
who are developing the skills and
• An employee with a salary in this zone • Salaries in this zone are for the
experiences necessary for competent
is paid competitively with other
sustained standout or exceptional
performance.
competent and experienced employees
performer, and represent pay levels
in
other
peer
companies.
well above the target market position.
• May also include experienced or longterm employees who are having
• Most employees can expect their
• Employees paid in this zone would be
performance problems.
salaries to move into this zone as their
considered role models for others in
skills and knowledge develop to meet
their job to aspire to; not all employees
the full requirements of the job.
would expect to achieve this level
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Base Pay Components
Types of Base Pay Increases
• General increase

Given to all employees (equal percentage)

• Merit increase

Given to reflect performance (varying percentages)

• Lump sum award

Given in the form of a lump sum; is not added to base salary

• Equity adjustment

Given in special situations to correct an inequity in pay

• Promotion

Given when individual moves to position in higher grade/range

• Re-classification

Given when an individual's job is re-evaluated and moved to a
higher grade/range
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Base Pay Components
Linking Pay and Performance
Performance Management Process
• Identify expectations for job performance
• Assess employee's performance
• Identify employee's strengths and areas for improvement
• Develop action plan to address areas for improvement or growth/development
Salary Increase Process
• Pay increase guidelines; gives consideration to:
– individual performance
– position of current salary compared to target market zone
– salary increase budget
Variable Pay Programs
• Reward performance through one-time payments (not added to base salary)
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Variable Pay
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Variable Pay
Incentives vs. Rewards
• Incentives
– Pay that is contingent on the accomplishment of predetermined measures
(may include a discretionary component)
• Rewards
– A one-time discretionary award (cash or non-cash)
– Provided "after the fact" to recognize significant contribution, effort, or achievement
- Often delivered at or close to the time of contribution
- Granted at management discretion
- Most effective as recognition vehicle; not effective as pay delivery vehicle
- May involve peers and supervisors in nomination process
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Variable Pay Practices –
Investment Staff

37

Variable Pay – Investment Staff
Incentive Practices
• Market practices related to incentive plan design have been researched for:
– Eligibility
– Performance measurement approach (quantitative and qualitative) and weighting
– Performance measures (levels, basis and types)
– Performance measurement period
– Incentive award opportunity
– Award determination and calibration
– Award payout
– Other features
• Practices are reported from three market segments:
– Public pension funds, based on data from Mercer’s proprietary pension fund database
representing 14 organizations with greater than $30 billion in assets under management.
– University endowments and foundations, based on data from Mercer’s proprietary
endowment/foundation (“E/F”) database representing 19 organizations with greater than $6
billion in assets under management.
– Investment management firms, based on data from Mercer’s financial services database
and other proprietary research. Data were unable to be scoped for size.
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Variable Pay – Investment Staff
Eligibility
Public Pensions

Endowments and Foundations

Investment Management Firms

• Slightly more than half of large pension
funds ($30B+) provide incentive
compensation.
– A majority of pension funds with
incentive plans extend participation
down to the senior investment analyst
level.
– Approximately 50% extend
participation to the investment
operations staff.

• All organizations provide incentive
compensation.
– 95% extend participation to the
investment analysts and investment
operations positions.
– Other investment staff who are not
formal plan participants are often
eligible for a discretionary bonus in
lieu of participation to ensure the
competitiveness of total
compensation.

• Broad participation in incentive plans is
very typical, including administrative staff.

Observations & Considerations
• Incentive compensation for staff directly involved in money management activities is a common practice in all types of organizations
– Its presence or absence is influenced by level of autonomy/authority granted to the staff, political/cultural environment in which the
team operates, and a variety of other factors.
– Most pension fund and E/F organizations have between 25% and 50% of pay at-risk for investment staff directly involved in activities
related to managing money.
– Inclusion of the investment staff beyond those directly involved in money management activities fosters an environment of inclusion,
particularly in organizations with flatter or smaller investment organizations, however care must be taken in the Public Pension
environment to ensure that total cash compensation levels are not unreasonable relative to similar positions in general industry and
government.
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Variable Pay – Investment Staff
Measurement Approach (Quantitative vs. Qualitative)
Public Pensions

Endowments and Foundations

Investment Management Firms

• Highly quantitative plans, where the
majority of the award for senior staff
positions is based on a formulaic
approach.
• The majority of plans follow a similar
structure by position:
– CIO: 80% to 100% quantitative / 0%
to 20% qualitative
– MDs: 80%+ quantitative / 20% or less
qualitative
– Managers/Analysts: 50% to 60%
quantitative / 40% to 50% qualitative

• The most common design uses both a
quantitative (formulaic) and qualitative
approach to evaluate performance.
• The majority of plans follow a similar
structure by position:
– CIO: 80% quantitative / 20%
qualitative
– MDs: 70% to 80% quantitative / 20%
to 30% qualitative
– Managers/Directors: 60% to 70%
quantitative / 30% to 40% qualitative
– Analysts: 50% or greater qualitative

• Annual Plans: The predominant plan type
is the ‘pool’ approach where investment
performance is measured quantitatively
and excess return is determined using a
formulaic approach to allocate funds to an
incentive pool. The pool is then allocated
to participants on either a predetermined
or discretionary basis. Individual
performance may impact the adjustment
of the allocation up or down based on
contribution.
• Long-term Plans: Investment staff in the
Investment Management Firms receive
equity compensation based on preestablished grant guidelines.

Observations & Considerations
• Market practices in all three segments suggest a highly quantitative plan structure, with opportunity to recognize and reward individual
contribution, though individual performance typically accounts for a much smaller portion of the award.
• A mix of quantitative and qualitative measures should be considered, where the quantitative portion is most heavily weighted toward
investment performance. A smaller portion should be reserved for qualitative evaluation of non-investment performance, such as
individual contribution to internal initiatives.
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Incentive Design for Investment Staff
Performance Measures (Levels, Basis and Types)
Public Pensions

Endowments and Foundations

Investment Management Firms

• The level most commonly measured is at
the total fund level, followed by asset
class, market segment or industry.
Typically measured against a benchmark.

• Typically pay for performance at the total
portfolio level, and evaluate performance
against a policy portfolio benchmark in
doing so.
– A smaller number of organizations
(less than 30%) pay incentive
compensation based on asset class
performance or use a peer group
ranking approach.
– Over 70% also include an individual
performance component.

• Data will vary based on investment focus,
but historically have tended to be based
on a combination of overall company
performance, combined with the
performance of the particular business or
division.

• Most funds measure individual
performance, based on the achievement
of goals/objectives established for each
individual. Few funds use real return.
• Asset class, industry sector and strategy
measures are also considered in the
largest funds.

• Endowment and individual measures are
most commonly measured and awarded
independent of one another (meaning an
award can be earned in one area and not
another).
Observations & Considerations
• Organizations striving to achieve the objective of simplicity and transparency will use only two or three measures in total, and to achieve
the objective of a collaborative environment, will measure investment performance at the total portfolio level.
• Individual measures are important for capturing non-investment contribution through the establishment of annual goals. For the CIO this
may include goals such as mentoring and developing staff or building effective relationships with the board and/or other constituencies.
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Incentive Design for Investment Staff
Performance Measurement Period
Public Pensions

Endowments and Foundations

Investment Management Firms

• It is common for funds to measure
performance over two or more periods.

• The majority of E/F measure performance
over a rolling three-year period.

• The most common periods are a one-year
period combined with a three or five-year
period.

• Few use a one-year period, though it is
typically used in combination with a three
or five-year period.

• For annual plans, performance may be
measured on a one-year basis, although
measurement often is in combination with
three and/or five year periods.
• For longer-term plans, which are equitybased, performance will be measured
over a longer time period, such as three
years.

Observations & Considerations
• A measurement period of three years seems reasonable, as it reinforces a longer-term focus on performance while smoothing out
expected fluctuations in performance that can appear when looking at one year alone. Extending the measurement period further out is
less common as it tends to:
• Lose the connection / line of sight between performance and rewards due to the longer time horizon.
• Not be implemented in full for some individuals because tenure is expected to be, or has historically been, less than five years for
investment professionals.
• A one-year period of measurement is suitable for individual performance, but is not recommended for investment performance as it
reinforces a short-term perspective, counter to the objectives of the investment policy for management of the assets to reflect a longterm investment horizon.
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Incentive Design for Investment Staff
Incentive Award Opportunity
Public Pensions

Endowments and Foundations

Investment Management Firms

• Incentive opportunity is defined in terms of
threshold, target and maximum amounts,
where maximum is the cap on the amount
that can be earned under the plan.
• Public pension funds have the most limited
incentive opportunities of the three
segments.
• As a percent of base salary, typical
maximum incentive opportunity (at the
median) is as follows:
– CIO and MDs: 100%
– Directors: 80%
– Managers: 70%
– Analysts: 20% to 40%

• Incentive opportunity is defined in
terms of threshold, target and
maximum amounts, where maximum
is the cap on the amount that can be
earned under the plan.
• Incentive opportunity varies by level in
the investment organization, with the
greatest opportunity at the CIO level.
• As a percent of base salary, typical
maximum incentive opportunity in the
largest E/Fs ranges from:
– CIO: 150% to 250%
– MD: 100% to 150%
– Managers/Directors: 70% to 100%
– Analysts: 20% to 50%

• Incentive opportunity is defined through targets, with no
cap on what can be earned under the plan, though this
may be changing in some organizations.
• The plan types will vary depending on the organization
(e.g., carried interest, short-term cash incentives, longterm cash or equity incentives) and the amount of
incentive opportunity varies by level and often with the
type of investments being managed.
• Annual plans are relied upon less to deliver competitive
total compensation; the substantial value is typically
delivered through equity compensation. In total, as a
percent of base salary, the targets typically range from:
– CIO: 200% to 400%
– MD: 100% to 200%
– Managers/Directors: 70% to 100%
– Analysts: 20% to 50%

Observations & Considerations
• Incentive opportunity data should always be reviewed in conjunction with base salary levels to ensure total cash compensation opportunity is
competitive, especially since pay mix will vary by organization (meaning the ratio of base salary to incentive pay).
• Tax-exempt, not-for-profit and government organizations are best served by placing a cap on the amount the can be earned under the incentive
program given the combination of IRS and public scrutiny, as well as expectations that pay falls within reasonable range of the competitive market.
• Best practice is to establish threshold, target and maximum performance levels that would correspond to various incentive opportunity. We typically
recommend the CIO have the most pay at risk, followed by the Managing Directors who are managing specific asset classes.
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Incentive Design for Investment Staff
Traditional Award Payout
Public Pensions

Endowments and Foundations

Investment Management Firms

• Deferral has historically been uncommon
– the vast majority of funds pay out
awards immediately at the end of the plan
year.
• There has been some trend toward
deferring the payment of awards in years
where entity returns are negative.

• 71% of large E/F require deferral, while
29% pay the incentive award in full at the
end of the plan year. In smaller E/F, the
prevalence of deferral decreases.
• The most common amount deferred is
50% of the total award. The vesting period
for deferral is typically two to three years
with ratable vesting.
• All organizations pay interest on the
deferral; the most common approach is to
credit the deferral account each year with
the total portfolio’s rate of return.

• Deferral is becoming more common, even
in annual incentive plans. However, the
predominant practice is still annual payout
for annual plans, and a payout at the end
of the measurement period for the longerterm plans.

Observations & Considerations
• Deferral helps to further align the pay-for-performance relationship if the deferred amount earned the portfolio’s rate of return.
Depending on the amounts, the deferral can act as a retention tool.
• Deferral is most prevalent in organizations with more highly leveraged incentive plans and most common for positions with more
substantial incentive opportunity, where incentive opportunity is a larger component of total cash compensation opportunity. Deferral is
less common when the incentive opportunity is a relatively small percentage of base salary.
• Incentive award payout timing should be explored once incentive opportunity has been established in order to gauge whether the
deferral amounts could be meaningful enough without the perception of a “take away” by staff should current cash compensation be
reduced as a result.
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Incentive Design for Investment Staff
Other Features
Public Pensions

Endowments and Foundations

Investment Management Firms

• Becoming prevalent in the public pension
plan sector is the ability for the Board to
utilize discretion in modifying award
amounts earned up or down within limits
(e.g., 10% to 20%), or to defer the awards
in plan years in which the entity returns
are negative.
• In addition, positive performance “gates”
are becoming more common, where a
positive annual return must be achieved
before any incentives can be paid.

• Discretion is typically reserved for the
board to use in extraordinary
circumstances, though many plans do not
define the triggering events in which
discretion can be exercised.

• Clawbacks for reasons of financial
misstatement or ethical misconduct have
been prevalent in this sector for some
time; however, the practical
implementation of this feature is
challenging.

Observations & Considerations
• Public Pensions should consider some level of payout contingency, at minimum, through policies related to fraud/misconduct.
• While there is an increase in some level of Board discretion relative to bonus awards, we recommend it being applied only in predefined circumstances that are considered extraordinary, and only to a limited number of high-level roles.
• Other details, such as the establishment of a legal plan document should also be considered.

45
MERCER

November 14,
16, 2012

21

Variable Pay – Investment Staff
Typical Structure and Decision Options
Eligibility

Which positions are eligible, when they can participate

Measurement
Approach

Quantitative (using a formula-based approach), qualitative (using discretion), or both

Weighting of
Measures

Same weighting for each position, or varying by position level and role

Level of
Measurement

Total fund, asset class, individual, or combination

Basis of
Measurement

Relative or absolute

Types of Measures

Investment Performance: policy portfolio
benchmark, peer group, real return, combination

Individual Performance: individual
objectives and/or discretionary

Measurement Period

Single or multiple year period, or combination

Performance
Standards

Expectations at threshold, target and maximum, or other range

Incentive
Opportunity

Same for all positions, or varying by position level and role

Award Payout

Paid in full or partially deferred (for whom, how much, how long)
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IAC Interviews
Background
Purpose of Initial IAC Interviews
• The initial IAC interviews were conducted in order to gain the committee members’
perspectives relative to:
– Compensation oversight at the SBA
- Is there a need/desire for a compensation committee (or similar oversight)
- If so, what should be the structure and purview
– Compensation philosophy considerations
- Market benchmarking
- Competitive market positioning
- Incentive compensation viewpoints
Purpose of This Document

• This document was crafted to provide a summary of the conversations and highlight themes
that were generally consistent among the interviews
– It is not intended to be a transcript of all individual thoughts and opinions expressed in the
interviews
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IAC Interviews
Findings
Committee Member Education
• Several IAC members noted that they lacked an understanding of historical compensation
practices at the SBA
– They felt this would be necessary if they are to take on a compensation oversight role
• Given that members are not able to speak to one another unless in a public meeting, it is
challenging for new members to get up to speed as IAC time is not devoted to providing new
members historical perspective on past practices
– Requested materials documenting historical compensation practices and processes at
SBA
- This document is intended to both educate current members and inform future IAC
members; would be updated as practices and/or policies change
– Requested education regarding general compensation practices
– The concerns related to on-boarding education extend beyond compensation issues
- Providing educational sessions for IAC members on a variety of topics could be
considered to assist new and current IAC members given the unique committee
dynamics
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IAC Interviews
Findings
Compensation Oversight
• Members acknowledge that the oversight of executive compensation issues expand beyond
the current Charter of the IAC; however, there consensus that non-executive oversight of
human capital issues is desired/needed at SBA
– IAC members are generally willing to take on this additional commitment, as they feel it is
important for the organization’s continued success
Compensation Oversight Structure and Purview

• Members believe a compensation committee should be designed in the image of a publicly
traded compensation committee and should:
– Be comprised of members of the IAC
- Suggestions range from three members to all IAC members
- Concern that too many members may inhibit effectiveness
– Oversee only top executive compensation issues
- Suggestions range from top two executives to top 15 executives
- Leave other compensation decisions to management
– Meet on a scheduled basis (quarterly, annually, etc.)
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IAC Interviews
Findings
Executive Compensation
• Members feel a general lack of understanding around compensation decisions at SBA
• A sustainable process is required to ensure the SBA attracts and retains the high quality talent
needed to run the SBA
• Relative to incentive compensation, the majority of members support a pay-for performance
philosophy and believe that meaningful incentive pay is appropriate to drive performance
– There is level of concern that if plan payouts are at the mercy of elected officials, there is a risk
that the plan would lack credibility and the ability to incent the desired behaviors (Some IAC
members believe that if this issue is unavoidable, the SBA should look to base pay to drive
market competitiveness in lieu of an incentive plan that may be unsustainable)
– Members generally agree that an incentive plan should measure risk-adjusted returns, however,
there are mixed opinions relative to whether a plan should be based on absolute or relative
performance
– Members have mixed views relative to which positions at SBA should be incentive eligible
• There is a level of concern with paying for short-term actions that may not be in the best long-term
interests of the SBA
– There is some sentiment that an incentive plan should be long-term in nature
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IAC Interviews
Findings
Market for Talent and Competitive Positioning
• Members generally agree that the market for talent at SBA includes other top pension funds
around the country as well as the local Tallahassee market

• Members believe that other factors should be taken into consideration when establishing
compensation , such as a lack of state income tax and discounts that individuals may take to
live in desirable college towns
• Relative to where SBA should target its compensation competitiveness, beliefs range from
market median to the 75th percentile
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IAC Interviews
Findings
Additional Comments
• While the previous sections were prepared to reflect broad interview themes, we have
provided a few additional interview findings, that may not have been thematic but could
facilitate further thought and discussion among the IAC members
– Compensation changes should be implemented over a multi-year period
– Compensation data should be reflective of markets similar to Tallahassee
– Compensation market should be driven off funds with similar characteristics such as %
actively managed funds, % invested in alternatives etc.
– There is a desire to understand how much human capital risk is SBA exposed to based on
the current compensation current programs
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Agenda
• Background
• Governance Survey Findings
• Compensation Committee Design
• Decisions and Next Steps
• Appendix I – Survey Participants
• Appendix II – Additional Governance Models
– Advisory Model
– Complete Delegation Model
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Background
• As a part of the compensation study commissioned by the SBA and IAC in August 2012,
Mercer has been asked to provide context and guidance around compensation governance
practices
• Currently, the oversight of the compensation of SBA employees falls under the direct purview
of the three-person Board of Trustees
• The IAC has expressed an interest in potentially providing additional fiduciary oversight to the
compensation program at the SBA, beyond sponsoring/guiding the current compensation
review
• SBA staff gathered data at recent public pension fund conferences and also conducted a
survey of other public pension funds to better understand the landscape around the topic
• The balance of this presentation outlines findings from the data gathered and discusses
alternative models for the IAC and Trustees to consider
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Governance Survey
Summary
Compensation Governance Overview
• Approximately two-thirds of the organizations have a non-management entity (including the
Board of Trustees) that oversees compensation for certain positions

• About half of the funds have a Compensation Subcommittee of the full Board that oversees
some aspect of compensation

Oversight Purview
• The Board and/or Compensation Committee generally approve the compensation for the CEO
and CIO (particularly if the CIO reports directly to the Board)
• Practice is split on oversight of Asset class heads and other direct reports to the CEO
– In about one-half of organizations the Board approves compensation while the other half
leave this duty to the CEO
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Governance Survey
Summary
Operational Logistics of Compensation Oversight Groups
• Committee usually consist of 3-5 members
• Committee meets 2-4 times per year on average
– Number of meetings reported ranged from one to eight times per year
• Vast majority (90+%) of individual incumbent compensation-related discussions are held in a
private forum
• Similarly, approximately 80% of compensation decisions are reported promptly in a public
forum
Perceived Best Practices
• Board or compensation committee involvement in the design/approval of pay (structure), but
not necessarily setting pay (amount)
• Board sets CEO’s base salary and incentive components
• Use external, independent compensation experts for advice on benchmarking and design
• Transparency on compensation decisions, but preference (90%) for private deliberation
(executive session)
MERCER

November, 2012
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Compensation Committee Design
Three Primary Models
• Advisory
– Provides general oversight of executive compensation programs with Management making
final compensation recommendations to the Board; Board makes final decisions
– Examples include: None of the funds surveyed appear to fit this model
• Direct Oversight
– Provides direct oversight of executive compensation programs and makes compensation
recommendations to the Board; Board makes final decisions
– Examples include: Georgia DIS, CalSTRS, South Dakota, West Virginia
• Complete Delegation
– Board delegates ownership of executive compensation programs and final compensation
decision-making to Compensation Committee
– Examples include: NY Teachers
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Compensation Committee Design
Direct Oversight Model
Committee Overview

Committee Purpose


Provides direct oversight of executive
compensation programs and makes
compensation recommendations to
the Board of Trustees

Compensation Committee
commissions annual study of
executive compensation

MERCER

Purview

• Make recommendations on Executive Compensation
issues

Compensation
Elements
Reviewed

• Base salary
• Incentive Design and Payouts

Committee
Composition

• 3-4 IAC members

Meeting
Frequency

• 2-4 times per year

Scope

• CEO/CIO or CEO/CIO + select Sr. Management

Similar
Organizations

• Georgia DIS; CalSTRS; South Dakota; West
Virginia

Compensation Committee
reviews study, reviews
performance against goals
for executive team and
makes recommendations to
the Board of Trustees

November, 2012

The Board of Trustees makes
compensation decisions for
designated
SBA executive positions
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Decisions and Next Steps
Decisions
• Short-term
– Agree on oversight for current compensation study
• Longer-term
– Recommendation regarding general governance model
– Overall scope of the Committee
- Executive Director/CIO only or also select Senior Management and Investment positions
– Frequency of meetings
Next Steps
• Discuss proposed alternatives
• Consult with Board of Trustees and Management on preferred approach
• Finalize approach and identify committee members
63
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Appendix I
Survey Participants
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Appendix I
Survey Participants
1.

Ohio Public Employees Retirement System

16.

South Dakota Investment Council

2.

New Mexico Public Employees Retirement
System

17.

New York State Teachers’ Retirement System

18.

Illinois Municipal Retirement Fund

19.

Teachers’ Retirement System of Illinois

20.

Colorado Public Employees Retirement
Association

21.

Georgia Division of Investment Services (State
and Teachers RS)

22.

Pennsylvania State Employees’ Retirements
System

3.

California State Teachers Retirement System

4.

Fire & Police Pension Association of Colorado

5.

Teachers’ Retirement System of Louisiana

6.

School Employees Retirement System of Ohio

7.

Kansas Public Employees Retirement System

8.

Oklahoma Public Employees Retirement System

9.

Nevada Public Employees Retirement System

23.

State Teachers Retirement System of Ohio

10.

West Virginia Investment Management Board

24.

Missouri State Employees Retirement System

11.

Arkansas Public Employee Retirement System

12.

Minnesota State Board of Investment

13.

Montana Board of Investments

14.

Texas Municipal Retirement System

15.

Nebraska Investment Council

MERCER
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Appendix I
Respondent Characteristics
• Geographically diverse
• Funds manage an average of $35b in assets

% of Total
Respondents

Size of
Funds

$ Assets Under Management

25% (6 funds)

Large

> $50 Billion

58% (14 funds)

Medium

> $10 Billion, but <$50 Billion

17% (4 funds)

Small

< $10 Billion
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Appendix I
Respondent Characteristics
• All public funds (21 State funds, 3 local funds)
• 75% manage >50% of their assets externally

Size of funds
($AUM)

% of funds managing >50% of
their assets internally

Large

66% (4 funds)

Medium

33% (2 funds)

Small

0% (0 funds)
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Additional Governance Models
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Compensation Committee Design
Advisory Model
Committee Overview

Committee Purpose






Provides general oversight of
executive compensation programs
Compensation decisions regarding
Executive Director role continues to
be under Board of Trustee discretion
SBA Management makes final
compensation recommendations to
the Board of Trustees for other roles

Compensation
Committee
commissions an
annual study of
executive
compensation

Compensation
Committee reviews
results of
compensation study,
performance against
goals for executive
team, and provides
input to Management

Purview

• Provide advisory oversight of Executive
Compensation issues

Compensation
Elements
Reviewed

• Base salary
• Incentive payouts

Committee
Composition

• 3-4 IAC members

Meeting
Frequency

• Annually

Scope

• CEO/CIO or CEO/CIO + select Sr. Management

Similar
Organizations

• None of the funds surveyed appear to fit this model

Management reviews
the Compensation
Committee’s input
and makes
recommendations to
the Board of Trustees

The Board of
Trustees makes
compensation
decisions for
designated
SBA executive
positions
69
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Compensation Committee Design
Complete Delegation Model
Committee Overview

Committee Purpose


Is delegated ownership of executive
compensation programs and makes
final compensation decisions
(would require the Board of Trustees
to delegate this authority)

Compensation Committee commissions an
annual study of executive compensation

Purview

• Make executive compensation decisions at SBA

Compensation
Elements
Reviewed

• Base salary
• Incentive Design and Payouts

Committee
Composition

• 3-4 IAC members

Meeting
Frequency

• 2-4 times per year

Scope

• CEO/CIO or CEO/CIO + select Sr. Management

Similar
Organizations

• NY Teachers

Compensation Committee reviews results
of compensation study, performance
against goals for executive team, and
makes compensation decisions for
designated SBA executive positions
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State Board of Administration
Compensation Consulting Project Plan

Mercer Steps

PHASE 1
Roles of Consultant, IAC and SBA
Management

PHASE 2
Mercer Steps

Roles of Consultant, IAC and SBA Management

Mercer Steps

PHASE 3
Roles of Consultant, IAC and SBA
Management

Conduct kick-off/
planning meeting

• Completed with IAC 8/16/12; with
management 8/17/12

Define appropriate • Mercer proposed comparator groups; reviewed
comparator groups by SBA leadership & IAC
• Presented to IAC and approved 9/17/12
• For investment and some senior management
positions, McLagan will propose comparator public
fund peer group for IAC approval in Nov;
• Mercer will select comparator groups for other
positions based on direction IAC provided 9/17

Discuss and define
SBA stakeholder
roles and
participation

• Roles for first phase decided by IAC
8/16/12;
• IAC to have more involvement with
executive compensation than general
compensation programs; details to be
determined as study progresses and
Mercer researches/reports practices of
Investment committees and comp
committees of other public funds
• Mercer requested background
information which SBA provided

Collect job
documentation

• Mercer and McLagan requested and SBA
provided all position descriptions and organization
charts for all functions

Slot benchmark jobs to grades

• Mercer to prepare

Identify benchmark
jobs and determine
job matching
strategies; Match
SBA jobs to
comparable survey
descriptions
Confirm survey
matches with the
SBA project team

• McLagan to perform job matching for investment
and investment-related benchmark jobs and sr.
management positions for which it has appropriate
matches in its public fund data
• Mercer to review McLagan's work and perform
job matching for other jobs

Compare employee
compensation levels to salary
ranges and target total cash
opportunity

• Consultants review preliminary matches with
management to assure understanding of
structure/responsibilities

Conduct IAC
Workshop (new)

• Mercer to facilitate workshop for full IAC. Topics
to include: SBA organizational structure; "Comp
101" (discussion of base and incentive plan
practices) and SBA Comp program
history/highlights including IAC involvement; IAC
approval of McLagan selected peer group; Mercer
report on comp governance practices of other
public funds and its recommendation to IAC.
(Agenda materials also to include Mercer's
summary of feedback received in Aug/Sept from
IAC member interviews.)

Collect and review
business and
compensation
program
information

Plan and conduct
focus groups and
IAC and executive
interviews
Develop statement
of compensation
program objectives
for IAC approval

• IAC interviewed 8/16-9/16/12; execs
8/17-18; employees 8/17-18

• Mercer developed with SBA project
team, including IAC Chair;
• IAC approved 9/17/12

Collect competitive • McLagan to collect data for investment and
investment-related positions and sr. management
market data
positions for which it has appropriate matches in
its public fund data
• Mercer to review and supplement McLagan's
work and collect data for other positions

Compare employee
compensation
levels to market
Review results with
the SBA project
team/IAC

• Mercer to complete for all positions

• Mercer to review with IAC results by incumbent
for key executive positions and summary of results
for rest of organization
• Mercer to review with SBA management results
by incumbent for other positions

Develop proposed salary ranges • Mercer to prepare

Consultant, IAC and
SBA Management

Develop final report
– Competitive pay practices
– Competitive pay
methodology
– Proposed incentive plan
mechanics, design features,
and rationale
– Recommended role of IAC
relative to compensation
program oversight
Conduct meeting with Mercer
and SBA project team to
review report

• Mercer to prepare

• Mercer to prepare

Prepare presentation
materials

• Mercer to prepare

Review results with the SBA
project team/IAC

• Mercer to review with SBA

Present recommendations to • Mercer to present
to IAC for approval
IAC

Develop process for slotting
non-benchmark jobs

• Mercer to develop

Participate in meetings with
key constituencies as
requested

Assign jobs to grades in
collaboration with the SBA
Project Team

• IAC rep to participate in
determining executive position
grade assignments
• Other positions to be assigned by
Mercer and SBA management
(requires detailed knowledge of
work/skills required of each
employee)
• Mercer to facilitate discussion
with IAC rep and SBA
management
• Mercer to prepare

Identify key issues that may
impact SBA incentive plan
design
Outline design considerations
and develop high-level outline
of key design elements

Agree on overall design
framework
Establish funding requirements
Test and refine specific
performance measures, weights
and linkages
Finalize participation, award
guidelines, time period,
performance measures,
governance, and costs

11/14/2012

PHASE 4
Mercer Steps

• Mercer to review
with SBA project
team including IAC
rep

• Mercer and/or SBA
management,
depending on
constituency

• Mercer to draft, review with SBA
project team including IAC
• Mercer to prepare
• Mercer to prepare

• Mercer to facilitate discussion
with IAC rep and SBA
management
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Public Fund Peer Group Recommendation
State Board of Administration
November 16, 2012

THIS REPORT IS HIGHLY CONFIDENTIAL
This report is confidential and intended for use solely by the client organization to which it is distributed.
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Public Funds Peer Group Recommendation
McLagan recommends that SBA (ranked as the 6th largest retirement fund in the US1) identify a peer
group, for purposes of pay benchmarking, which includes:

 A select group of other large/leading public funds (i.e., funds with a similar
investment approach and/or complexity as SBA).
 Select southeast funds (and, geographically speaking, may potentially be threats
to SBA talent).
The peer groups, as outlined on the following pages, are derived from the 2 surveys that we run for
the public funds universe:

 2012 Investment Compensation Survey – Public Fund Data Exchange
 2012 Management and Administration Survey
Peer groups will differ due to funds’ participation in each of the 2012 surveys. (i.e., there is a wider
breadth of participation in the PFDE Investment Compensation Survey.) Full participation lists for
2012 are shown in Appendix A.

1 As

ranked by Pension & Investments (September 3, 2012)
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2012 Investment Compensation Survey – Peer Group
AUM
($BBs)
California Public Employees' Retirement System
California State Teachers' Retirement System
New York State & Local Retirement System
Teacher Retirement System of Texas
New York State Teachers' Retirement System
State of Wisconsin Investment Board
North Carolina Retirement System
Ohio Public Employees' Retirement System
Division of Investment Services, State of Georgia
Washington State Investment Board
State Teachers Retirement System of Ohio
Oregon Public Employees Retirement System
Michigan State Retirement Systems
Virginia Retirement System
Minnesota State Board of Investment
Pennsylvania Public School Employees' Retirement System
Massachusetts Pension Reserves Investment Management Board
South Carolina Retirement System
Retirement System of Alabama
High Quartile
Median
Low Quartile
State Board of Administration - Florida

% Internally
Managed

$225
145
140
102
83
77
75
70
65
63
62
56
53
51
50
47
46
25
25

63.9%
34.7%
59.4%
55.2%
62.1%
53.5%
33.8%
55.3%
100.0%
32.4%
74.8%
3.1%
48.6%
24.6%
0.0%
28.2%
0.0%
0.0%
100.0%

$80
63
51

61%
49%
26%

$127

42%
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2012 Management & Administration Survey – Peer Group
AUM
($BBs)
California Public Employees' Retirement System
California State Teachers' Retirement System
New York State & Local Retirement System
State of Wisconsin Investment Board
Oregon Public Employees Retirement System
Virginia Retirement System
Pennsylvania Public School Employees' Retirement System
Massachusetts Pension Reserves Investment Management Board
Alaska Permanent Fund Corporatation
Colorado Public Employees Retirement Association
Maryland Retirement System
Tennessee Consoliated Retirement System
High Quartile
Median
Low Quartile
State Board of Administration - Florida

% Internally
Managed

$225
145
140
77
56
51
47
46
39
38
35
33

63.9%
34.7%
59.4%
53.5%
3.1%
24.6%
28.2%
0.0%
15.1%
51.5%
0.0%
86.4%

$93
49
39

55%
31%
12%

$127

42%
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2012 Investment Compensation Survey – All Participants
AUM
Fund Name
12/31/11 $bbs
California Public Employees' Retirement System
225.0
California State Teachers' Retirement System
144.8
New York State & Local Retirement System
140.3
Teacher Retirement System of Texas
101.6
New York State Teachers' Retirement System
83.5
State of Wisconsin Investment Board
77.2
North Carolina Retirement System
75.3
Ohio Public Employees' Retirement System
70.4
Division of Investment Services, State of Georgia
64.6
Washington State Investment Board
63.1
State Teachers Retirement System of Ohio
61.7
Oregon Public Employees Retirement System
55.5
Michigan State Retirement Systems
52.5
Virginia Retirement System
51.0
Minnesota State Board of Investment
50.3
Pennsylvania Public School Employees' Retirement System
47.2
Massachusetts Pension Reserves Investment Management Board
45.6
Alaska Permanent Fund Corporation
39.0
Colorado Public Employees Retirement Association
37.5
LA County Employees Retirement Association
36.6
Maryland State Retirement Agency
35.4
Tennessee Consolidated Retirement System
33.1
Missouri Public Schools Retirement System
26.4
Arizona State Retirement System
26.3
Retirement System of Alabama
25.3
South Carolina Retirement System
24.9
Illinois Municipal Retirement Fund
24.7

Fund Name
Nevada PERS
Pennsylvania State Employees Retirement System
Iowa Public Employees Retirement System
Indiana Public Retirement System
Utah State Retirement System
Texas Municipal Retirement System
Mississippi Public Employees Retirement System
Texas County and District Retirement System
Montana Board of Investments
State Universities Retirement System of Illinois
Kansas Retirement System
Teachers' Retirement System of Louisiana
West Virginia Investment Management Board
Ohio Police and Firemen's Pension Fund
Idaho Public Employee Retirement System
Ohio School Employees Retirement Board
Maine State Retirement System
Missouri State Employees Retirement System
South Dakota Investment Council
Delaware Public Employees Retirement System
Arizona Public Safety Personnel Retirement System
Wyoming Retirement System
Missouri Local Government Employees Retirement System
Fire and Police Pension Assoc of CO
MoDOT and Highway Patrol
Idaho Endowment Investment Board

AUM
12/31/11 $bbs
24.4
24.2
22.2
20.7
19.8
19.3
19.0
17.6
13.2
13.1
12.9
12.8
12.4
11.6
11.4
10.5
10.1
9.4
8.4
7.2
6.5
6.1
4.4
3.2
1.6
1.3

77

Appendix A
(Page 2 of 2)

2012 Mgmt & Administration Survey – All Participants

Fund Name
California Public Employees' Retirement System
California State Teachers' Retirement System
New York State & Local Retirement System
State of Wisconsin Investment Board
Oregon Public Employees Retirement System
Virginia Retirement System
Pennsylvania Public School Employees' Retirement System
Massachusetts Pension Reserves Investment Management Bo
Alaska Permanent Fund Corporation
Colorado Public Employees Retirement Association
Maryland State Retirement Agency
Tennessee Consolidated Retirement System
Missouri Public Schools Retirement System
Arizona State Retirement System
Illinois Municipal Retirement Fund
Pennsylvania State Employees Retirement System
Iowa Public Employees Retirement System
Indiana Public Retirement System
Utah State Retirement System
Texas Municipal Retirement System

AUM
12/31/11 $bbs
225.0
144.8
140.3
77.2
55.5
51.0
47.2
45.6
39.0
37.5
35.4
33.1
26.4
26.3
24.7
24.2
22.2
20.7
19.8
19.3

Fund Name
Mississippi Public Employees Retirement System
Texas County and District Retirement System
State Universities Retirement System of Illinois
Kansas Retirement System
Teachers' Retirement System of Louisiana
Ohio Police and Firemen's Pension Fund
Idaho Public Employee Retirement System
Ohio School Employees Retirement Board
Maine State Retirement System
Missouri State Employees Retirement System
Lousiana State Employees Retirment System
South Dakota Retirement System
Delaware Public Employees Retirement System
Arizona Public Safety Personnel Retirement System
Wyoming Retirement System
Montana Public Employees Retirement Administration
Missouri Local Government Employees Retirement System
Fire and Police Pension Assoc of CO
Municipal Fire and Police Retirement System
MoDOT and Highway Patrol

AUM
12/31/11 $bbs
19.0
17.6
13.1
12.9
12.8
11.6
11.4
10.5
10.1
9.4
8.7
7.5
7.2
6.5
6.1
4.9
4.4
3.2
1.7
1.6
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Defined Contribution Programs
Florida Hurricane Catastrophe Fund

Effective 11/09/2012

Chief Operating Officer

____________________________________

Effective 11/09/2012

Date

_______________

Human Resources Manager

_________________________________________

Date

_______________
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STATE BOARD OF ADMINISTRATION
Functional Organization

BOARD OF TRUSTEES
Governor, Chief Financial Officer,
Attorney General

Investment Advisory
Council

Audit Committee

Executive Director & CIO

Sr. Officer – Investment
Programs & Governance

Chief Audit Executive

Deputy Executive Director

Inspector General

Director of
Communications

General Counsel

Chief Operating/Financial
Officer

Executive Director of
Florida Prepaid College
Program*

Chief Risk and
Compliance Officer

Sr. Defined Contribution
Programs Officer

Chief Operating Officer of
Florida Hurricane
Catastrophe Fund

Director of Bond Finance*
* Reports to Other Boards

Effective 11/09/2012
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State Board of Administration
Executive Office

Ash Williams
Executive Director & CIO
0001

Diane Bruce
Executive Assistant
0098
Flerida D. Rivera-Alsing
Chief Audit Executive
0196

Ken Chambers
Inspector General
0221

Michael McCauley
Sr. Officer – Investment
Programs & Governance
0045

Maureen Hazen
General Counsel
0062

Katherine Whitehead
Chief Operating/Financial
Officer
0004

Kevin Thompson
Executive Director of
Florida Prepaid College Program*
0135

Kevin SigRist
Deputy Executive Director
0215

Dennis MacKee
Director of Communications
0160

Eric Nelson
Chief Risk and
Compliance Officer
0242

Ron Poppell
Sr. Defined Contribution
Programs Officer
0158

Jack Nicholson
Chief Operating Officer of FL
Hurricane Catastrophe Fund
0150

J. Ben Watkins III
Director of Bond Finance*
0105

* Reports to Other Boards

Effective 11/09/2012
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State Board of Administration
Internal Audit

Flerida Rivera-Alsing
Chief Audit Executive
0196

Loveleen Verma
Manager of Internal Audit
0170

Daniel Weber
Sr. Audit Analyst III
0177

Effective 11/09/2012

Vacant
Manager of Internal Audit
0232

Marcia Carroll
Manager of Internal Audit
0096

Elizabeth Scott
Audit Analyst II
0231
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State Board of Administration
Inspector General

Ken Chambers
Inspector General
0221

Effective 11/09/2012
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State Board of Administration
Communications

Dennis MacKee
Director of Communications
0160

John Kuczwanski
Communications Manager
0246

Effective 11/09/2012
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State Board of Administration
Corporate Governance & Investment Communications

Michael McCauley
Sr. Officer – Investment Programs
& Governance
0045

Jacob Williams
Corporate Governance
Manager
0027

Effective 11/09/2012

Lucy Reams
Sr. Corporate Governance
Analyst III
0228
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StateBoard
BoardofofAdministration
Administration
State
GeneralCounsel
Counsel
General

Maureen Hazen
General Counsel
0062
Maureen Hazen
General Counsel
0062

Ruth Smith
Assistant General Counsel
0185

Ann Mytych
Paralegal
0155

Tina Joanos
Administrative Assistant
0003

Nell Bowers
Paralegal
0124

Tina Joanos
Administrative Assistant
Lamar Taylor
0003
Deputy General Counsel
0165

Johanna Nunez
Paul Groom Nell Bowers
John Brenneis
Lamar Taylor
Contract Assistant
SpecialistGeneral Counsel
Paralegal Deputy General Counsel
Assistant General Counsel
0050
0124
0090
0193
0165

Ruth Smith
Assistant General CounselAnn Mytych
0185
Paralegal
0155

Paul Groom
Assistant General Counsel
0090

Jeremy Moore
Contract Analyst III
0018

Gary A. Moreland
Assistant General Counsel
0193

Sooni Raymaker
Assistant General Counsel
0237

Jeremy Moore
Contract Analyst III
0018

Johanna Nunez
Contract Specialist
0050

Vacant
Assistant General Counsel
0237

Effective 11/09/2012
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State Board of Administration
Chief Operating Office

Katherine Whitehead
Chief Operating/Financial Officer
0004

Laura Frost
Executive Assistant
0082

Dorothy Melton
Human Resource Manager
0167

Effective 11/09/2012

Robert Copeland
Senior Operating Officer
Accounting & Administrative
Services
0179

Lori Guido
Senior Operating Officer
Financial Operations
0164

Greg Mathes
Director of
Information Technology
0038

Lucinda Stiff
Manager of Training &
Development
0243
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State Board of Administration
Human Resource Management

Dorothy Melton
Human Resource Manager
0167

Vacant
Administrative Assistant
0168

Peggy Prophet
Employee Relations
Coordinator
0091

Effective 11/09/2012

Brenda Wilson
Human Resource
Specialist II
0189

Carrie Anderson
Human Resource
Specialist II
0009
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State Board of Administration
Accounting and Administrative Services

Robert Copeland
Senior Operating Officer
Accounting and Administrative
Services
0179

Janie Knight
Debt Service Fund Manager
0013

Jennifer Williams
Procurement Manager
0011

James Linn
Office Services Manager
0178

Carol Lawyer
Senior Travel Services
Analyst III
0131

Anthony Doheny
Sr. Accountant
0049

Shameka Smith
Procurement
Analyst I
0101

Dorothy Westwood
Records Manager
0005

Suzette Parramore
Travel Services Analyst I
0169

Alexander Nottingham
Financial Analyst II
0008

Sarah Clemmons
Director of Accounting
0014

Effective 11/09/2012

Teresa Butler
Budget Manager
0006
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State Board of Administration
Accounting

Sarah Clemmons
Director of Accounting
0014

Mandi Dyal
Accounting Control Manager
0076

Marlene Reid
Senior Accountant
0012

Karen Glogau
Senior Accountant
0162

Vacant
Accountant
0149

Selina Hough
Financial Analyst II
0147

Jeffrey Banka
Financial Analyst II
0212

Ben Alonzo
Senior Accountant
0080

Donna Senn
Accounting Manager
0057

Cynthia Henderson
Senior Accountant
0063

Gwendolyn Pacubas
Senior Accountant
0036

Vacant
Financial Analyst II
0233

Rhonda Woodward
Senior Accountant
0024

Keisha Jackson
Accountant
0249

Todd Wessling
Accountant
0034

Nathan Sweet
Senior Accountant
0128

Ummay Chowdhury
Accountant
0047

Ryan Reeves
Accountant
0254

Sharon Wilson
Senior Accountant
0099

Effective 11/09/2012

Deanna Wasson
Accounting Control Manager
0086

Lynn Svenson
Senior Accountant
0253
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State Board of Administration
Office Services

James Linn
Office Services Manager
0178

Jim Moore
Communication Specialist II
0033

Vacant
Operations Specialist II
0194

James McCallister
Operations Clerk
0195

Emily Moore
Operations Clerk
0085

Vacant
Office Specialist
0190

Effective 11/09/2012
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State Board of Administration
Financial Operations

Lori Guido
Senior Operating Officer
Financial Operations
0164

Jane Zody
Accounting Information
Systems Manager
0129

Donna Payne
Financial Operations Control
Manager
0056

Kelly Skelton
Investment Operations
Manager
0065

Nina Willis
Investment Operations
Manager
0079

Carolyn Walker
Senior Accountant
0089

George Reykowski
Senior Accounts Payable
Specialist III
0037

Kelly Foisy
Senior Treasury Operations
Specialist III
0058

Kim Phillips
Senior Treasury Operations
Specialist III
0166

Deborah Koren
Accounting Information
Specialist II
0088

Gail Koss
Senior Accounts Payable
Specialist III
0019

Vacant
Investment Operations
Specialist II
0054

Shoana Whitfield
Investment Operations
Specialist II
0075

Vacant
Treasury Operations
Specialist II
0084

Donna Owens
Treasury Operations
Specialist II
0087

Bonnie Pless
Accounting Information
Specialist II
0023

Effective 11/09/2012

Cameron Huff
Financial Analyst II
0130
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State Board of Administration
IT/Data Center

Gregory Mathes
Director of Information Technology
0038

Douglas Koren
Systems Administrator
0095

Effective 11/09/2012

Dianne Grisham
Senior Systems Review
Analyst III
0059

Rebecca Mitchell
Support Services Manager
0093

Cheryl Garnett
Applications & Development
Manager
0048

William (Chuck) Pollock
Network Services Manager
0097

Kathie Daniels
Tech Support Specialist II
0100

Susan Maurer
Senior Computer Analyst III
0161

Eddie McEwen
Senior Network/Workstation
Analyst III
0073

Lora Saunders
Tech Support Specialist I
0134

Scotty Barber
Senior Computer Analyst III
0040

Jill Thompson
Senior Network/Workstation
Analyst III
0103

Deborah McCranie
Senior Computer Analyst III
0068

Jun Zhou
Senior Network/Workstation
Analyst III
0016

Adam Lohne
Senior Computer Analyst III
0238

Daniel Neustadter
Network/Workstation Support
Analyst II
0042

Jill Sittig
Computer Analyst II
0202

A. J. Copeland
Network/Workstation Support
Analyst II
0053

93

15

State Board of Administration
Training and Development

Lucinda Stiff
Manager of Training & Development
0243

Carolyn McCauley
Coordinator of Information
Services (PT)
0159

Effective 11/09/2012
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State Board of Administration
Risk Management and Compliance

Eric Nelson
Chief Risk & Compliance Officer
0242

John Benton
Sr. Investment Policy
Officer
0051

Belinda Dixon
Director of External
Investment Manager
Oversight
0241

Long Yang
Manager of Private
Market Compliance
0077

Effective 11/09/2012

Jennifer Barrett
Policy & Compliance
Analyst II
0092

Karen Matthews Chandler
Director of Enterprise
Risk Management
0252

Bridget Dervish
Senior Risk & Control
Analyst III
0184

Angela Millard
Enterprise Risk Manager
0256

Sheilah Smith
Director of Public Market
Compliance
0007

Mykel Kenton
Manager of Public Market
Compliance
0146

Nitin Verma
Compliance Analyst II
0240

Lisa Collins
Manager of Public Market
Compliance
0247

Karen Minno
Compliance Analyst II
(¾ Time)
0188

Carire Donaldson
Compliance Analyst I
0070
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State Board of Administration
Investment Policy & Economics

John Benton
Senior Investment Policy Officer
0051

Pam Noda
Senior Management
Review Analyst III
0204

Brian H. McGavin
Economic & Investment
Policy Research Manager
0143

Amy Crumpler
Director of Performance
& Risk Analytics
0216

Kelly Marsey
Manager of Performance
& Risk Analytics
0074

Carmen Fisher
Senior Performance
& Risk Analyst III (PT)
0218

Carolina Hood
Senior Performance
& Risk Analyst III
0245

Effective 11/09/2012
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State Board of Administration
Deputy Executive Director’s Office

Kevin SigRist
Deputy Executive Director
0215

Chuck Bunker
Senior Project Manager
0072

Scott Seery
Senior Investment Officer
Global Equity
0025

Effective 11/09/2012

Janice Yecco
Senior Investment Officer
Global Equity
0175

Trent Webster
Senior Investment Officer
Strategic Investments &
Private Equity
0039

Kathryn Wojciechowski
Senior Investment Officer
Fixed Income
0021

Stephen Spook
Senior Investment Officer
Real Estate
0046

Benjamin Latham
Research & Compliance
Manager
0078
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State Board of Administration
Global Equity

Scott Seery / Janice Yecco
Senior Investment Officers
Global Equity
0025 / 0175

Lisa Cheshire
Administrative Assistant
0187

Raymond D. Sherlock, III
Director of GE Research
0197

Tim Taylor
Senior Portfolio Manager
0043

Alison Romano
Senior Portfolio Manager
0032

Joseph Wnuk
Senior Portfolio Manager
0067

Debra McCoy
Director of GE Operations
0029

Jonathan Yeatman
Sr. Investment Analyst III
0081

Sarah Burns
Investment Analyst II
0235

Dustin Heintz
Portfolio Manager
0094

James Wells
Portfolio Manager
0071

Jennifer Myers
Senior Trader
0133

Vacant
Investment Analyst II
0026

Effective 11/09/2012

Denise Hale
Equity Trader
0176
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State Board of Administration
Strategic Investments & Private Equity
Trent Webster
Senior Investment Officer
Strategic Investments &
Private Equity
0039

Jennifer Bass
Administrative Assistant
0199

Michael Lombardi
Senior Portfolio Manager
0224

Effective 11/09/2012

John Bradley
Director of Private Equity
0225

John Mogg
Senior Portfolio Manager
0055

Subhasis Das
Senior Portfolio Manager
0044

Vacant
Senior Portfolio Manager
0182

Luanne Good
Portfolio Manager-PE
0181

Kirill Bune
Quantitative Analyst II
0227

Vacant
Portfolio Manager-SI
0226

Melissa Griffin
Senior Quantitative Analyst III
0066

Vacant
Portfolio Manager-PE
0258

Ha-Young Staton
Private Equity Operations
Clerk (¾ Time)
0234
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State Board of Administration
Fixed Income
Kathryn Wojciechowski
Senior Investment OfficerFixed Income
0021
Jacqui Cook
Executive/Trading
Assistant
0210

Cherie Jeffries
Director of FI Trading
0174

Richard Smith
Senior Portfolio ManagerShort Term
0214

Tom Fernald
Senior Portfolio ManagerExternal Management
0156

Trent Carter
Manager of Operations
& Securities Lending
0200

Vacant
Portfolio Manager
0017

Phyllis Cromer
Senior Fixed Income
Operations Analyst III
0010

Devin Hussey
Fixed Income
Operations Analyst
0064

Carmen Ratcliff
Fixed Income Operations
Analyst II
0145

Effective 11/09/2012

Kenneth Hill
Senior Portfolio Manager
0022

Yang Liu
Portfolio ManagerQuantitative
0069

Vacant
Senior Portfolio Manager
0248

Kevin Ceurvorst
Senior Portfolio Manager–
Investment Grade Credit
0201

Ken Hovey
Portfolio Manager
0183

Randy Hall
Portfolio Manager
0102

Terrance Davis
Portfolio Manager
0028

Melody Cao
Senior Quantitative
Investment Analyst III
0213
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State Board of Administration
Real Estate
Stephen Spook
Senior Investment Officer
Real Estate
0046

Tiffany Williams
Administrative Assistant
0163

Lynne Gray
Senior Portfolio ManagerPrincipal Investments
0239

Kimberly Buckley
Senior Real Estate
Operations Analyst III
0083

Chris Marino
Portfolio ManagerRE Acquisitions Management
0020

Ted Bollmann
Portfolio ManagerRE Portfolio Management
0144

Vacant
Portfolio Manager
0257

Tom Proctor
Portfolio Manager
0030

Jeffrey Smith
Senior Portfolio ManagerExt. Managed RE Portfolio
0002

Sara Geiger
Portfolio Manager
0060

Reid Hanway
Senior Investment
Analyst III
0186

Vacant
Senior RE Research
Analyst III
0255

Effective 11/09/2012
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State Board of Administration
Defined Contribution Programs

Ron Poppell
Senior Defined Contribution
Programs Officer
0158

Cynthia Morea
Administrative Assistant
0211

Joan Haseman
Director of Administration
0052

Effective 11/09/2012

Stephen Tabb
Director of Investment
Analytics
0207

Walter Kelleher
Director of Educational
Services
0203

Daniel Beard
Director of Policy,
Risk Management &
Compliance
0206
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State Board of Administration
Florida Hurricane Catastrophe Fund
Jack Nicholson
Chief Operating Officer of Florida
Hurricane Catastrophe Fund
0150

Effective 11/09/2012

Anne Bert
Director of Operations FHCF
0151

Gina Wilson
Director of Examinations
FHCF
0173

Leonard Schulte
Director of Legal Analysis &
Risk Evaluation
0250

Steve Szypula
Manager of Financial
Operations
0230

Linda Guyas
Administrative Assistant
0192

Tracy Allen
Senior Attorney of FHCF
0152

Melissa Gunter
Management Review
Analyst II
0251

Jessica Wilder
Senior Audit Analyst III
0229

Donna Sirmons
Senior Management Review
Analyst III
0172

Mauricia Vernon
Senior Examiner Analyst III
0223

Ramona Worley
Budget Analyst II
0153

Patti Elsbernd
Audit Program Analyst
0191
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State Board of Administration
Organizational Chart Addendum

The following position has been approved but is yet to be assigned:
1. Senior Business Analyst III – PN: 0259

Effective 11/09/2012
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Following is a copy of each letter Ash Williams sent to then-current IAC members on September 30,
2011. The attachment to each letter appears as the last two pages at the end of the combined
document.
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RICK SCOTT
GOVERNOR
AS CHAIRMAN

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 Hermitage Boulevard-Suite 100
Tallahassee, Florida 32308
(850) 488-4406
Post Office Box 13300
32317-3300

JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

MEMORANDUM
To:

Rob Gidel

From:

Ash Williams

Date:

September 30, 2011

Subject:

SBA Compensation Study

Following up on numerous previous discussions of SBA’s human capital risk exposure and the need
to thoroughly review SBA’s compensation program, I invite your further involvement in this
process and note the importance of the IAC’s leadership role in this project. Recognizing that any
credible recommendation regarding compensation must be substantially independent and objective,
an approach similar to that used by audit committees in the selection of external audit firms, setting
of scope of work and receipt of finished audits may well be applicable. Consistent with standard
private sector practice, we believe a review of this nature should be accomplished by an outside
party with the requisite expertise to efficiently and effectively identify relevant issues and
recommend reasonable solutions. This would entail:
•

Providing a clear statement of objectives and scope of services for any external consultant

•

Selection of service provider(s)

•

Receiving and evaluating the consultant’s report and recommendations

•

Communicating the IAC’s conclusions and recommendations to the Trustees

At this point, your expertise would be helpful in reviewing the attached proposed scope of work for
consulting services to assure the study design addresses the relevant issues. Your comments are
welcome. Upon receipt and inclusion of IAC member recommendations, we can use the SBA’s
procurement process for selecting an external advisor. We will keep you informed as the study
proceeds and as the study concludes, ask that you review and endorse (as appropriate) the findings
and recommendations that emanate from the study.
As always, we thank you for your service, insights, and advice.
cc:

Kevin SigRist
Kathy Whitehead
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RICK SCOTT
GOVERNOR
AS CHAIRMAN

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 Hermitage Boulevard-Suite 100
Tallahassee, Florida 32308
(850) 488-4406
Post Office Box 13300
32317-3300

JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

MEMORANDUM
To:

Chuck Newman

From:

Ash Williams

Date:

September 30, 2011

Subject:

SBA Compensation Study

Following up on numerous previous discussions of SBA’s human capital risk exposure and the need
to thoroughly review SBA’s compensation program, I invite your further involvement in this
process and note the importance of the IAC’s leadership role in this project. Recognizing that any
credible recommendation regarding compensation must be substantially independent and objective,
an approach similar to that used by audit committees in the selection of external audit firms, setting
of scope of work and receipt of finished audits may well be applicable. Consistent with standard
private sector practice, we believe a review of this nature should be accomplished by an outside
party with the requisite expertise to efficiently and effectively identify relevant issues and
recommend reasonable solutions. This would entail:
•

Providing a clear statement of objectives and scope of services for any external consultant

•

Selection of service provider(s)

•

Receiving and evaluating the consultant’s report and recommendations

•

Communicating the IAC’s conclusions and recommendations to the Trustees

At this point, your expertise would be helpful in reviewing the attached proposed scope of work for
consulting services to assure the study design addresses the relevant issues. Your comments are
welcome. Upon receipt and inclusion of IAC member recommendations, we can use the SBA’s
procurement process for selecting an external advisor. We will keep you informed as the study
proceeds and as the study concludes, ask that you review and endorse (as appropriate) the findings
and recommendations that emanate from the study.
As always, we thank you for your service, insights, and advice.
cc:

Kevin SigRist
Kathy Whitehead
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RICK SCOTT
GOVERNOR
AS CHAIRMAN

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 Hermitage Boulevard-Suite 100
Tallahassee, Florida 32308
(850) 488-4406
Post Office Box 13300
32317-3300

JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

MEMORANDUM
To:

David Grain

From:

Ash Williams

Date:

September 30, 2011

Subject:

SBA Compensation Study

Following up on numerous previous discussions of SBA’s human capital risk exposure and the need
to thoroughly review SBA’s compensation program, I invite your further involvement in this
process and note the importance of the IAC’s leadership role in this project. Recognizing that any
credible recommendation regarding compensation must be substantially independent and objective,
an approach similar to that used by audit committees in the selection of external audit firms, setting
of scope of work and receipt of finished audits may well be applicable. Consistent with standard
private sector practice, we believe a review of this nature should be accomplished by an outside
party with the requisite expertise to efficiently and effectively identify relevant issues and
recommend reasonable solutions. This would entail:
•

Providing a clear statement of objectives and scope of services for any external consultant

•

Selection of service provider(s)

•

Receiving and evaluating the consultant’s report and recommendations

•

Communicating the IAC’s conclusions and recommendations to the Trustees

At this point, your expertise would be helpful in reviewing the attached proposed scope of work for
consulting services to assure the study design addresses the relevant issues. Your comments are
welcome. Upon receipt and inclusion of IAC member recommendations, we can use the SBA’s
procurement process for selecting an external advisor. We will keep you informed as the study
proceeds and as the study concludes, ask that you review and endorse (as appropriate) the findings
and recommendations that emanate from the study.
As always, we thank you for your service, insights, and advice.
cc:

Kevin SigRist
Kathy Whitehead
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RICK SCOTT
GOVERNOR
AS CHAIRMAN

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 Hermitage Boulevard-Suite 100
Tallahassee, Florida 32308
(850) 488-4406
Post Office Box 13300
32317-3300

JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

MEMORANDUM
To:

John Hill

From:

Ash Williams

Date:

September 30, 2011

Subject:

SBA Compensation Study

Following up on numerous previous discussions of SBA’s human capital risk exposure and the need
to thoroughly review SBA’s compensation program, I invite your further involvement in this
process and note the importance of the IAC’s leadership role in this project. Recognizing that any
credible recommendation regarding compensation must be substantially independent and objective,
an approach similar to that used by audit committees in the selection of external audit firms, setting
of scope of work and receipt of finished audits may well be applicable. Consistent with standard
private sector practice, we believe a review of this nature should be accomplished by an outside
party with the requisite expertise to efficiently and effectively identify relevant issues and
recommend reasonable solutions. This would entail:
•

Providing a clear statement of objectives and scope of services for any external consultant

•

Selection of service provider(s)

•

Receiving and evaluating the consultant’s report and recommendations

•

Communicating the IAC’s conclusions and recommendations to the Trustees

At this point, your expertise would be helpful in reviewing the attached proposed scope of work for
consulting services to assure the study design addresses the relevant issues. Your comments are
welcome. Upon receipt and inclusion of IAC member recommendations, we can use the SBA’s
procurement process for selecting an external advisor. We will keep you informed as the study
proceeds and as the study concludes, ask that you review and endorse (as appropriate) the findings
and recommendations that emanate from the study.
As always, we thank you for your service, insights, and advice.
cc:

Kevin SigRist
Kathy Whitehead
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RICK SCOTT
GOVERNOR
AS CHAIRMAN

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 Hermitage Boulevard-Suite 100
Tallahassee, Florida 32308
(850) 488-4406
Post Office Box 13300
32317-3300

JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

MEMORANDUM
To:

John Jaeb

From:

Ash Williams

Date:

September 30, 2011

Subject:

SBA Compensation Study

Following up on numerous previous discussions of SBA’s human capital risk exposure and the need
to thoroughly review SBA’s compensation program, I invite your further involvement in this
process and note the importance of the IAC’s leadership role in this project. Recognizing that any
credible recommendation regarding compensation must be substantially independent and objective,
an approach similar to that used by audit committees in the selection of external audit firms, setting
of scope of work and receipt of finished audits may well be applicable. Consistent with standard
private sector practice, we believe a review of this nature should be accomplished by an outside
party with the requisite expertise to efficiently and effectively identify relevant issues and
recommend reasonable solutions. This would entail:
•

Providing a clear statement of objectives and scope of services for any external consultant

•

Selection of service provider(s)

•

Receiving and evaluating the consultant’s report and recommendations

•

Communicating the IAC’s conclusions and recommendations to the Trustees

At this point, your expertise would be helpful in reviewing the attached proposed scope of work for
consulting services to assure the study design addresses the relevant issues. Your comments are
welcome. Upon receipt and inclusion of IAC member recommendations, we can use the SBA’s
procurement process for selecting an external advisor. We will keep you informed as the study
proceeds and as the study concludes, ask that you review and endorse (as appropriate) the findings
and recommendations that emanate from the study.
As always, we thank you for your service, insights, and advice.
cc:

Kevin SigRist
Kathy Whitehead
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RICK SCOTT
GOVERNOR
AS CHAIRMAN

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 Hermitage Boulevard-Suite 100
Tallahassee, Florida 32308
(850) 488-4406
Post Office Box 13300
32317-3300

JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

MEMORANDUM
To:

Les Daniels

From:

Ash Williams

Date:

September 30, 2011

Subject:

SBA Compensation Study

Following up on numerous previous discussions of SBA’s human capital risk exposure and the need
to thoroughly review SBA’s compensation program, I invite your further involvement in this
process and note the importance of the IAC’s leadership role in this project. Recognizing that any
credible recommendation regarding compensation must be substantially independent and objective,
an approach similar to that used by audit committees in the selection of external audit firms, setting
of scope of work and receipt of finished audits may well be applicable. Consistent with standard
private sector practice, we believe a review of this nature should be accomplished by an outside
party with the requisite expertise to efficiently and effectively identify relevant issues and
recommend reasonable solutions. This would entail:
•

Providing a clear statement of objectives and scope of services for any external consultant

•

Selection of service provider(s)

•

Receiving and evaluating the consultant’s report and recommendations

•

Communicating the IAC’s conclusions and recommendations to the Trustees

At this point, your expertise would be helpful in reviewing the attached proposed scope of work for
consulting services to assure the study design addresses the relevant issues. Your comments are
welcome. Upon receipt and inclusion of IAC member recommendations, we can use the SBA’s
procurement process for selecting an external advisor. We will keep you informed as the study
proceeds and as the study concludes, ask that you review and endorse (as appropriate) the findings
and recommendations that emanate from the study.
As always, we thank you for your service, insights, and advice.
cc:

Kevin SigRist
Kathy Whitehead
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RICK SCOTT
GOVERNOR
AS CHAIRMAN

STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 Hermitage Boulevard-Suite 100
Tallahassee, Florida 32308
(850) 488-4406
Post Office Box 13300
32317-3300

JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

MEMORANDUM
To:

Martin Garcia

From:

Ash Williams

Date:

September 30, 2011

Subject:

SBA Compensation Study

Following up on numerous previous discussions of SBA’s human capital risk exposure and the need
to thoroughly review SBA’s compensation program, I invite your further involvement in this
process and note the importance of the IAC’s leadership role in this project. Recognizing that any
credible recommendation regarding compensation must be substantially independent and objective,
an approach similar to that used by audit committees in the selection of external audit firms, setting
of scope of work and receipt of finished audits may well be applicable. Consistent with standard
private sector practice, we believe a review of this nature should be accomplished by an outside
party with the requisite expertise to efficiently and effectively identify relevant issues and
recommend reasonable solutions. This would entail:
•

Providing a clear statement of objectives and scope of services for any external consultant

•

Selection of service provider(s)

•

Receiving and evaluating the consultant’s report and recommendations

•

Communicating the IAC’s conclusions and recommendations to the Trustees

At this point, your expertise would be helpful in reviewing the attached proposed scope of work for
consulting services to assure the study design addresses the relevant issues. Your comments are
welcome. Upon receipt and inclusion of IAC member recommendations, we can use the SBA’s
procurement process for selecting an external advisor. We will keep you informed as the study
proceeds and as the study concludes, ask that you review and endorse (as appropriate) the findings
and recommendations that emanate from the study.
As always, we thank you for your service, insights, and advice.
cc:

Kevin SigRist
Kathy Whitehead
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Outline of Requirements for Overall Compensation Study for SBA
2011
Goal: Review and update as needed the SBA’s classification and compensation system for all positions
(investment staff and non-investment staff of the SBA including PEORP, and Florida Hurricane
Catastrophe Fund) to assure it meets the organization’s objectives.
1. Program Objectives
A. With guidance from the members of the SBA’s Investment Advisory Council and a
qualified outside consulting organization, the SBA staff would like to prepare a
recommendation to the SBA Trustees to clarify and articulate the organization’s
compensation program objectives.
i. Outcome: Statement of objectives.
2. Competitive Pay Level Analysis
A. Complete a study of the competitiveness of the SBA’s pay levels for investment and
non-investment positions, including base salary and annual incentives.
B. For investment and investment-related positions, benchmark SBA’s pay levels to two
comparator groups:
i. Large public pension funds (top 10)
ii. A blended comparator group of leading public pension funds, public and private
university and endowment/foundation investment management organizations,
and private sector firms that perform investment activities similar to the SBA
and that are located within the SBA’s primary recruiting footprint (mid-Atlantic
and southeastern states).
C. For non-investment-related positions, benchmark pay levels to organizations with
whom the SBA competes or should compete for such employees.
D. In the case of positions for which market data is unclear, assist the SBA in determining
appropriate market values (e.g., through slotting).
E. Summarize competitive pay data for the appropriate comparator groups on an
incumbent-by-incumbent and position-by-position basis.
F. Complete an analysis indicating the extent to which the SBA’s salary and cash
compensation levels are below, at, or above the competitive median, low quartile, and
high quartile (i.e., each comparator group).
G. Outcome: Detailed written report of analytical approach, including:
i. Rationale underlying the selection of specific comparator organizations/groups
ii. Analysis comparing SBA’s current pay levels to the competitive peer groups
iii. Recommendations related to SBA’s current pay levels, pay mix and salary ranges
based on the competitive analysis.
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3. Development of Revised Compensation Structure
A. Assist the SBA in revising its base compensation and incentive plans for the organization
(investment staff and non-investment staff)
i. Outcome 1: Revised pay structure (grades and ranges for each position; process
for managing pay structure)
ii. Outcome 2: “Term sheet” for revised incentive plan, including:
1. Eligibility criteria
2. Target incentive award levels by position and in aggregate
3. Quantitative and qualitative performance measures, KPIs, and standards
(for the total fund and for major asset classes)
4. Optimal approach for linking performance and pay
5. Plan key provisions (e.g., mechanics, performance measures,
termination, etc.)
6. Relative advantages and disadvantages
4. Communication of Results
A. Participate in communicating study results and proposed incentive plan concept to key
constituencies. This would include:
i. Sharing background about competitive pay practices for investment
management professionals and support staff in the public and private sectors.
ii. Describing the methodology underlying the competitive pay level analysis
completed for the SBA.
iii. Describing the proposed incentive plan’s mechanics, key design features, and
rationale.
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STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 HERMITAGE BOULEVARD
TALLAHASSEE, FLORIDA 32308
(850) 488-4406
POST OFFICE BOX 13300
32317-3300

RICK SCOTT
GOVERNOR
AS CHAIRMAN
JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

May 17, 2012

The Honorable Rick Scott
Governor, State of Florida
PL-05, The Capitol
400 South Monroe Street
Tallahassee, FL 32399
Dear Governor Scott:
Thank you again for your support of the SBA Investment Advisory Council’s interest in
reviewing the SBA’s compensation program to ensure that interests are aligned and human
capital risk issues are prudently addressed. As then IAC Chairman Rob Gidel outlined in his
report to the Trustees at the March 20 meeting, the IAC considers this a priority, wants to
proceed with a review, and after gathering information with the assistance of a qualified
independent advisor, provide recommendations to the Trustees. The IAC envisions managing
this process in a manner similar to that used by the SBA’s Audit Committee in the conduct of
external audits. The IAC would select an external service provider, establish scope and timing of
services to be provided, oversee execution, and evaluate results. Attached as requested in the
March 20 meeting, is a proposal outlining the process the IAC will follow in this initiative. I will
report on our progress at our next quarterly meeting and, working through Trustees’ staff, keep
you apprised of interim progress.
If you have any questions, please feel free to contact me.
Sincerely,

David Grain
Chairman, SBA Investment Advisory Council
Attachment
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SBA Compensation Study – Role of Investment Advisory Council (IAC)
A principal and strategic risk to which the SBA is exposed is human capital. The importance of
addressing this risk has been noted in consultant and audit findings and acknowledged in the
SBA’s internal risk assessments. The desired end result is an alignment of interests among SBA
stakeholders to achieve investment performance meeting or exceeding appropriate benchmarks
and remaining within established risk guidelines. It is reasonable to compare SBA compensation
program design with leading public pension funds, public and private university and
endowment/foundation investment management organizations, and private sector firms that
perform investment activities similar to the SBA. The IAC will guide and oversee a thorough
review of the SBA’s compensation program.
Consistent with standard private sector practice, we believe a review of this nature should be
supported by an outside party with the requisite expertise to efficiently and effectively identify
relevant issues and recommend reasonable solutions. Key actions of the IAC will include:
•

Provide a clear statement of objectives and scope of services for an external
consultant to conduct the review.

•

Working through SBA staff, using SBA procurement policies, identify potential
consultants and request proposals.

•

Select the service provider(s).

•

As needed during the consulting period, provide policy guidance in the
development of the compensation program recommendations.

•

Receive and evaluate the consultant’s report and recommendations.

•

Formulate and communicate the final conclusions and recommendations to the
Trustees.
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STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 HERMITAGE BOULEVARD
TALLAHASSEE, FLORIDA 32308
(850) 488-4406
POST OFFICE BOX 13300
32317-3300

RICK SCOTT
GOVERNOR
AS CHAIRMAN
JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

May 17, 2012

The Honorable Jeff Atwater
Chief Financial Officer
Plaza Level, The Capitol
400 South Monroe Street
Tallahassee, FL 32399
Dear CFO Atwater:
Thank you again for your support of the SBA Investment Advisory Council’s interest in
reviewing the SBA’s compensation program to ensure that interests are aligned and human
capital risk issues are prudently addressed. As then IAC Chairman Rob Gidel outlined in his
report to the Trustees at the March 20 meeting, the IAC considers this a priority, wants to
proceed with a review, and after gathering information with the assistance of a qualified
independent advisor, provide recommendations to the Trustees. The IAC envisions managing
this process in a manner similar to that used by the SBA’s Audit Committee in the conduct of
external audits. The IAC would select an external service provider, establish scope and timing of
services to be provided, oversee execution, and evaluate results. Attached as requested in the
March 20 meeting, is a proposal outlining the process the IAC will follow in this initiative. I will
report on our progress at our next quarterly meeting and, working through Trustees’ staff, keep
you apprised of interim progress.
If you have any questions, please feel free to contact me.
Sincerely,

David Grain
Chairman, SBA Investment Advisory Council
Attachment
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SBA Compensation Study – Role of Investment Advisory Council (IAC)
A principal and strategic risk to which the SBA is exposed is human capital. The importance of
addressing this risk has been noted in consultant and audit findings and acknowledged in the
SBA’s internal risk assessments. The desired end result is an alignment of interests among SBA
stakeholders to achieve investment performance meeting or exceeding appropriate benchmarks
and remaining within established risk guidelines. It is reasonable to compare SBA compensation
program design with leading public pension funds, public and private university and
endowment/foundation investment management organizations, and private sector firms that
perform investment activities similar to the SBA. The IAC will guide and oversee a thorough
review of the SBA’s compensation program.
Consistent with standard private sector practice, we believe a review of this nature should be
supported by an outside party with the requisite expertise to efficiently and effectively identify
relevant issues and recommend reasonable solutions. Key actions of the IAC will include:
•

Provide a clear statement of objectives and scope of services for an external
consultant to conduct the review.

•

Working through SBA staff, using SBA procurement policies, identify potential
consultants and request proposals.

•

Select the service provider(s).

•

As needed during the consulting period, provide policy guidance in the
development of the compensation program recommendations.

•

Receive and evaluate the consultant’s report and recommendations.

•

Formulate and communicate the final conclusions and recommendations to the
Trustees.
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STATE BOARD OF ADMINISTRATION
OF FLORIDA
1801 HERMITAGE BOULEVARD
TALLAHASSEE, FLORIDA 32308
(850) 488-4406
POST OFFICE BOX 13300
32317-3300

RICK SCOTT
GOVERNOR
AS CHAIRMAN
JEFF ATWATER
CHIEF FINANCIAL OFFICER
AS TREASURER
PAM BONDI
ATTORNEY GENERAL
AS SECRETARY
ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

May 17, 2012

The Honorable Pam Bondi
Attorney General
PL-01, The Capitol
400 South Monroe Street
Tallahassee, FL 32399

Dear Attorney General Bondi:
Thank you again for your support of the SBA Investment Advisory Council’s interest in
reviewing the SBA’s compensation program to ensure that interests are aligned and human
capital risk issues are prudently addressed. As then IAC Chairman Rob Gidel outlined in his
report to the Trustees at the March 20 meeting, the IAC considers this a priority, wants to
proceed with a review, and after gathering information with the assistance of a qualified
independent advisor, provide recommendations to the Trustees. The IAC envisions managing
this process in a manner similar to that used by the SBA’s Audit Committee in the conduct of
external audits. The IAC would select an external service provider, establish scope and timing of
services to be provided, oversee execution, and evaluate results. Attached as requested in the
March 20 meeting, is a proposal outlining the process the IAC will follow in this initiative. I will
report on our progress at our next quarterly meeting and, working through Trustees’ staff, keep
you apprised of interim progress.
If you have any questions, please feel free to contact me.
Sincerely,

David Grain
Chairman, SBA Investment Advisory Council
Attachment
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SBA Compensation Study – Role of Investment Advisory Council (IAC)
A principal and strategic risk to which the SBA is exposed is human capital. The importance of
addressing this risk has been noted in consultant and audit findings and acknowledged in the
SBA’s internal risk assessments. The desired end result is an alignment of interests among SBA
stakeholders to achieve investment performance meeting or exceeding appropriate benchmarks
and remaining within established risk guidelines. It is reasonable to compare SBA compensation
program design with leading public pension funds, public and private university and
endowment/foundation investment management organizations, and private sector firms that
perform investment activities similar to the SBA. The IAC will guide and oversee a thorough
review of the SBA’s compensation program.
Consistent with standard private sector practice, we believe a review of this nature should be
supported by an outside party with the requisite expertise to efficiently and effectively identify
relevant issues and recommend reasonable solutions. Key actions of the IAC will include:
•

Provide a clear statement of objectives and scope of services for an external
consultant to conduct the review.

•

Working through SBA staff, using SBA procurement policies, identify potential
consultants and request proposals.

•

Select the service provider(s).

•

As needed during the consulting period, provide policy guidance in the
development of the compensation program recommendations.

•

Receive and evaluate the consultant’s report and recommendations.

•

Formulate and communicate the final conclusions and recommendations to the
Trustees.
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20-221

Incentive Compensation Plan for Investment Professionals

Current Update: 01/10/08
Original Issuance: 07/01/04

Purpose and Scope
To define the State Board of Administration’s (SBA) discretionary incentive compensation
plan for internal investment professionals employed by the SBA.
This policy applies to all specifically designated and eligible investment professionals.

Policy
It is the policy of the SBA that an incentive compensation plan for investment
professionals be established to link monetary rewards to the achievement of strong
investment results and to provide a total compensation package that helps retain and
recruit skilled investment professionals. Participation in the plan is limited to investment
professionals designated as eligible by the Executive Director on an annual basis. There
is no vested right to any benefits under the plan nor is there any guarantee to the
continuing existence of the plan. The SBA retains the right to modify, terminate or
rescind any or all aspects of the plan at any time. All awards under the plan are at the
discretion of the Executive Director and are subject to resource availability.

Guidelines and Implementation
Contingent on investment performance of the total Florida Retirement System Trust
Fund (FRSTF) portfolio, the incentive compensation plan for eligible investment
professionals provides for non-recurring bonus compensation to be paid subsequent to
the close of each fiscal year. For the first year of plan implementation, incentives will be
determined for fiscal year (FY) 2004-05 based on the “value added” to the FRSTF (i.e.,
actual total fund net returns in excess of policy portfolio target returns) during that time
period. At the end of FY 2005-06, incentives will be based on annualized 2-year net
performance in excess of policy portfolio target returns ending June 2006. At the end of
FY 2006-07 and each year thereafter, incentives will be based on three (3) year net
annualized performance in excess of policy portfolio target returns at fiscal year end.
The incentive compensation plan is triggered when the total FRSTF value added is at
least 25 basis points above the policy benchmark. There will be no incentive
compensation paid unless the value added to the total FRSTF is at least 25 basis points
above the benchmark. The incentive payout at 25 basis points value added begins at 5%
of annual salary and is scaled up pro rata to a maximum of 8% of annual salary as value
added rises to 50 basis points above the benchmark.
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For purposes of this policy, value added shall be rounded to the nearest whole basis
point.
An example of the sliding scale based on FRS total fund net asset value of $100 billion is
as follows:
Value Added Over Value Added to FRS
Incentive Award
Benchmark
Total Fund
24 bp
$240 m
0%
25 bp
$250 m
5.00%
26 bp
$260 m
5.12%
27 bp
$270 m
5.24%
28 bp
$280 m
5.36%
29 bp
$290 m
5.48%
30 bp
$300 m
5.60%
31 bp
$310 m
5.72%
32 bp
$320 m
5.84%
33 bp
$330 m
5.96%
34 bp
$340 m
6.08%
35 bp
$350 m
6.20%
36 bp
$360 m
6.32%
37 bp
$370 m
6.44%
38 bp
$380 m
6.56%
39 bp
$390 m
6.68%
40 bp
$400 m
6.80%
41 bp
$410 m
6.92%
42 bp
$420 m
7.04%
43 bp
$430 m
7.16%
44 bp
$440 m
7.28%
45 bp
$450 m
7.40%
46 bp
$460 m
7.52%
47 bp
$470 m
7.64%
48 bp
$480 m
7.76%
49 bp
$490 m
7.88%
50 bp
$500 m
8.00%
51 bp
$510 m
8.00%

The funding for and number of initially eligible employees in the incentive compensation
plan will be developed by the Chief Operating Officer (COO); approved by the Executive
Director; and submitted as a line item in the annual budget approved by the Trustees.
After Trustee approval of the annual budget, a list of eligible employees shall be
furnished to the appropriate Executive Service staff.
To be eligible for any payout under the plan, an employee must:
•

Occupy an established position (or positions) designated as an investment
professional and actively serve (or have served) in that capacity at the SBA for the
entire fiscal year for which the incentive compensation is calculated.
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•

•

Be actively and continuously employed by the SBA through, and on, the last
business day in January following the fiscal year for which incentive
compensation is calculated. Payout of the incentive compensation will occur
within ten (10) business days of the last business day in January.
Achieve an overall employee performance evaluation rating of at least 3.0 for
each calendar year that overlaps the fiscal year for which the incentive
compensation is calculated.

Notwithstanding other provisions of this policy, no employee within a unit subject to the
FRS Risk Budget shall receive an incentive payment for any fiscal year for which that unit
was determined to have an unqualified compliance exception to the risk budget. If a unit
is responsible for more than one asset class, incentive payments shall be prorated
based on net asset values if one or more but not all of its asset classes have an
unqualified compliance exception.
Any incentive compensation awarded pursuant to this policy constitutes a “bonus” as
defined in section 121.021(47), F.S., and is therefore not included in the employee’s
average final compensation for retirement benefit purposes.
Any incentive compensation bonus award conferred by participation in this plan does not
provide the recipient with the right to continued employment, future payouts or
participation in any subsequent year.
The COO, in consultation with the Executive Director, shall be the final arbiter of any
disputes arising from the plan.

Compliance
The COO is assigned primary responsibility for compliance with this policy as part of
Human Resources’ goals and objectives for maintaining and administering an equitable
compensation structure for the SBA. The COO may develop additional procedures to
implement this policy and shall maintain sufficient documentation to demonstrate
compliance with this policy.
The Inspector General may review and test compliance with this policy as deemed
appropriate.
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20-220

Compensation

Current Update: 10/01/05
Original Issuance: 10/01/03

Purpose and Scope
This Policy sets forth guidelines for the establishment, maintenance and administration
of an equitable compensation structure for State Board of Administration (SBA) General
Service and Executive Service employees.
This Policy appoints the Chief Operating Officer (COO) as the Executive Director’s
designee to establish, maintain, and administer an equitable compensation structure for
SBA General Service and Executive Service employees.

Policy
The compensation structure of the SBA shall consist of:
•
•
•

•
•
•
•
•
•
•

Pay grades for each category of positions.
Salary ranges for each category, class, and position title.
Fringe benefits for all salaried employees consistent with State of Florida and SBA
programs. The SBA shall pay the entire premiums for State health, life and
disability insurance. The SBA shall pay the entire premiums for the Board
sponsored dental insurance.
The salary ranges for each category, class, and position title shall be structured in
such a way that minimum and maximum rates are established.
An employee shall not be paid in excess of the maximum of the salary range for a
class, unless such payments are authorized by these guidelines or the COO.
All provisions of this Policy relating to payment of salaries must be in compliance
with the federal Fair Labor Standards Act (FLSA).
Any deviation from paying SBA employees in accordance with these guidelines
must be approved by the COO.
The COO shall consult with the Executive Director to establish, maintain, and
administer an equitable compensation and benefits structure applicable to all
SBA employees.
The Executive Director has delegated authority to the COO to approve all salary
actions and sign Personnel Action Forms (PAFs) for all staff other than those
directly reporting to the Executive Director.
The COO is responsible for ensuring that compensation and benefit resources are
included in the approved annual operating budget.

Governing Federal and/or State Laws, Regulations or Rules
The federal Fair Labor Standards Act (FLSA).
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Guidelines and Implementation
Definitions
For the purpose of administering these guidelines, the following definitions shall apply:
•

•

•
•

•
•
•
•
•
•

•
•
•

Actual Hours of Work - Those hours prescribed by the SBA as being compensable
for the purposes of determining eligibility for overtime. Such hours shall not
include time spent in the observance of a holiday or leaves of absence with or
without pay, but shall include other time as deemed necessary by the SBA to
comply with the FLSA.
Compensation and Benefits Structure - Documents that describe the methods
and procedures for compensating employees of related classes, which includes
salary, pay grades, pay ranges, bonuses, fringe benefits, and leave programs, as
applicable.
Demotion – Moving an employee from one category, class or position title to a
different or same category, class or position title having a lower salary range
based on performance or disciplinary action.
Employee Benefits - includes retirement, health insurance, life insurance, shortterm disability insurance and dental insurance. These benefits are provided to
full-time General Service and Executive Service employees at no cost to the
employee. Part-time General Service and Executive Service employees receive
pro-rated benefits for health and dental programs.
Exempt Position - A position in a class that is designated by the SBA as being
exempt from the overtime provisions of the FLSA.
FLSA - The federal Fair Labor Standards Act.
Non-exempt Position - A position in a class that is designated by the SBA as being
covered by the overtime provisions of the FLSA.
Overlap in Position - A temporary condition (approved by the COO) in which more
than one employee in pay status is assigned to the same established position.
Overtime - The hours worked, excluding holidays and leave, in excess of 40 hours
during the established workweek.
Perquisites – Items or services, or use thereof, which confer on SBA employees
some benefit that is in the nature of additional compensation or which reduces
the personal expenses of SBA employees and shall include, but not be limited to,
use of SBA equipment or items of clothing.
Promotion - Moving an employee from one category, class, or position title to a
different or same category, class, or position title having a higher salary range.
Rate of Pay - An employee’s monthly/annual salary excluding any salary additives
required under FLSA.
Reassignment - Moving an employee from a position in one category, class, or
position title to a different or same category, class, or position title having the
same salary range.
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•
•

Reclassification – Action taken to change a salaried position in a category, class,
or position title to a different category, class or position title which is a result of a
change in the duties and responsibilities of the position.
Separation – Removing an employee from a salaried position due to retirement,
resignation of employment, layoff or involuntary termination of employment with
the SBA.

Original Appointments and Starting Rate of Pay
For original appointments, the minimum rate of pay for a category, class, or position title
may be offered and paid upon appointment to a position.
For recruitment purposes, an individual may be appointed with the starting pay above
the minimum when his/her qualifications exceed the minimum requirements for the
position or when difficulty in recruiting requires appointment at a higher salary rate.
Starting salaries shall normally be funded from within the department’s existing
budgeted salary rate. The COO has the authority to allocate additional funds and salary
rate for such purposes, subject to resource availability and consistency with the SBA
compensation structure.
Performance Based Salary Increases
Performance based salary increases are intended as a means of rewarding an employee
for either superior functional proficiency, completion of job related education or training
programs, extraordinary productivity, or to recognize individual differences in the
performance of employees.
Implementation
1. Performance increases are awarded consistent with the established SBA
compensation structure and subject to resource availability. The methodology
for allocation of resources can vary each fiscal year, subject to provisions
incorporated into the approved annual operating budget. The Public Employee
Optional Retirement Program (PEORP), Division of Bond Finance, Florida
Hurricane Catastrophe Fund (CAT Fund), and the Prepaid College Programs
shall establish their own respective resource pools for performance increases,
subject to provisions incorporated into their approved annual operating
budgets. PEORP and CAT Fund are subject to SBA implementation policies
and guidelines. However, unless directly stated in their respective approved
operating budgets to follow SBA implementation policies, the Division of Bond
Finance and Florida Prepaid Programs require separate approval from their
respective Boards to implement performance increases.
2. The Executive Service staff of each department may initiate requests to the
COO for distribution of performance based salary increases, subject to
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resource availability, to be awarded to the employees of their unit based upon
performance as documented by individual performance evaluations.
3. The COO has the authority to allocate additional salary and rate for such
purposes, subject to resource availability.
Promotional Increases
Upon promotion, an employee’s salary shall be increased to at least the minimum of the
position’s new salary range. If an employee significantly exceeds the minimum training
and experience requirement, he/she may be paid at any rate within the position’s salary
range commensurate with his/her skills and ability. Salary increases due to promotions
should be reviewed by Human Resources and approved by the COO prior to the offer of
promotion. An employee in trainee status who is hired at a salary less than the minimum
will be brought up to the position’s minimum salary upon completion of the training
period, provided the minimum training and experience requirements for the position are
met, subject to consistency with the SBA’s compensation structure and resource
availability.
Implementation
Promotional increases shall normally be funded from within the department’s
existing budgeted rate. The COO has the authority to allocate additional salary and
rate for promotional purposes, subject to consistency with the SBA’s compensation
structure and resource availability.
Other Salary Adjustments
Although it is anticipated that the salary needs of employees will be met within the
framework of the above-mentioned salary increase programs, it may be necessary, or
clearly in the interest of the SBA, to effect a salary adjustment for an employee. Other
salary adjustment requests shall be submitted to Human Resources and approved by
the COO. Such requests may include, but not be limited to: additional duties and
responsibilities, competitive job offers, shift differentials, pay grade adjustments, cost of
living adjustments (COLAs) and lead worker additives.
Implementation
The implementation of all other salary adjustments must either be requested and
approved in the SBA’s annual budget and/or approved by the COO. Employees who
are on conditional status shall not receive any salary increase based on their
performance until after they have been removed from conditional status and
successfully resolved any performance or disciplinary issues. Employees who are on
conditional status are also not eligible for COLAs prior to completing their conditional
status period. The COO, or designee, prepares implementation plans for agency-wide
pay increases, i.e., COLAs.

127

Part-time Employment
When an employee works on a part-time basis in a full-time salaried position,
compensation shall be based on the percentage of the position filled. Compensation will
be prorated and established on an annualized basis, consistent with these policies and
guidelines and will be subject to resource availability.
Demotions
When an employee is demoted to a position with a lower pay grade, he/she shall be paid
at a rate that is within the approved pay grade for the new position. The rate of pay shall
be set by the COO based upon recommendations of Human Resources and the Executive
Service staff member organizationally responsible for the demoted employee, who shall
evaluate the circumstances surrounding the proposed action.
Reclassifications and Reassignments
When an employee’s position is reclassified, or the employee is reassigned, from a
position in one category, class, or position title to another or same category, class, or
position title having the same or higher salary range, the employee may receive a salary
increase if he/she is performing at a higher skill level than in the previous position. The
employee will, however, normally be brought up to the minimum rate of pay for the
category or class unless otherwise approved by the COO. Any salary increase related to
reclassification or reassignment is subject to resource availability and consistency with
the SBA compensation structure.
When an employee’s position is reclassified, or the employee is reassigned, to a category
or class with a lower salary range, the employee may continue at his/her present rate of
pay. If the employee’s current salary is above the maximum for the new pay range, the
employee may be permitted to continue at his/her present rate of pay with the approval
of the COO.
Temporary Assignments
An employee may be required to work in a class with a higher salary range on a
temporary, incidental, or emergency basis for a consecutive period of up to three full
work weeks with no increase in pay. If the employee is required to perform duties for a
period exceeding three full weeks for other than training purposes, the employee may be
given a temporary promotion to the higher classification, and may receive a temporary
promotional increase. Temporary promotional salary increases shall be reviewed by
Human Resources and approved by the COO prior to the offer of temporary promotion. At
the conclusion of the assignment, the employee’s pay shall revert to his/her previous
rate of pay. Any such temporary increase granted shall not affect the employee’s
eligibility for normal performance or COLA increases. Increases granted during temporary
promotion shall be based on promotion rate of pay and shall be re-computed when the
employee returns to his/her previous position (i.e. performance or COLA increases are to
be computed based on previous salary).
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Overtime
In accordance with the Fair Labor Standards Act (FLSA), the SBA has classified salaried
positions as either exempt from FLSA or non-exempt from FLSA. An employee who is nonexempt from FLSA is paid overtime pay or compensatory time off for all actual hours
worked over 40 per week. Exempt employees are not paid for hours worked over 40 per
week. The following guidelines govern FLSA implementation:
1. The established workweek begins Saturday and ends Friday.
2. Human Resources, with the approval of the COO, shall classify positions as either
exempt from FLSA or non-exempt from FLSA.
3. Overtime worked by non-exempt employees shall be compensated in accordance
with the FLSA.
4. Exempt positions shall be allowed to accrue special compensatory leave for work
on holidays and days designated by the Governor as administrative holidays due
to special circumstances (such as hurricanes).
5. Non-exempt employees shall be compensated for all overtime at the rate of one
and one-half (1-1/2) hours for every hour worked over 40 per week with
compensatory leave. Compensatory leave should be taken in the same month
that it is earned. If a non-exempt employee is unable to take compensatory leave
in the same month that it is earned, overtime hours will be paid to the employee.
6. Holidays and other forms of paid leave are not considered as “actual hours of
work” and will not be included in calculations for determining overtime.
7. All overtime must be authorized in advance by the appropriate Executive Service
staff or designee.
8. An accurate account (recordkeeping) of all hours worked by non-exempt
employees is required.
9. Cash payment for overtime shall be made no later than the next pay period
immediately following the period during which overtime was worked.
10. If a holiday is observed on an employee’s established workday, and the employee
is not required to work, the employee shall receive leave equal to the hours in the
employee’s established workday up to a maximum of eight (8) hours. For
example, if an employee who works four 10 hour days per week observes a
holiday on a normal workday, they will only be compensated for eight (8) hours of
holiday leave. Any difference in work hours needed to make 40 hours per week
will need to be made up by either working the extra hours or taking leave.
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Overlap in Position
Employees placed in positions on an overlap basis shall be compensated in accordance
with the policies and guidelines above governing original appointments promotions, or
demotions as applicable.
Leave with Pay and Holidays
1. The first 40 hours of work, excluding holidays and leave with or without pay,
during the established workweek (or the number of hours in an approved
extended period) shall be paid at the employee’s current hourly rate of pay.
2. Leave with pay and any holidays observed during the workweek (or an approved
extended period) shall be paid for on an hour-for-hour basis at the employee’s
hourly rate of pay, if such hours are necessary to bring the employee’s pay for the
workweek or approved extended period, up to the employee’s normal rate of pay.
3. Exempt positions shall be allowed to accrue special compensatory leave for work
on holidays and days designated by the Governor as administrative holidays due
to special circumstances (such as hurricanes).
Separation Pay
Separating employees will receive their final paycheck on the regular payday for the pay
period in which the separation occurs. Payment for accumulated sick, annual and
compensatory leave for employees who are not transferring to another State of Florida
employer shall be made 31 days after the separating employee’s last day of employment
or the next payroll cycle after the 31 days.
All General Service and Executive Service employees who separate from the SBA shall be
paid for all unused special compensatory leave at the employee’s hourly rate. Only nonexempt employees shall be paid for unused regular compensatory leave at the
employee’s hourly rate upon separation from the SBA.
Effects of Reinstatement on Pay
When an employee is reinstated to a position in the same class within or below the same
skill level from which he/she was previously demoted, transferred, or reclassified with no
reduction in pay, the rate of pay shall not change unless it is below the minimum rate for
the class to which the employee is reinstated, in which case it will go to the minimum.
Perquisites
Requests for perquisites must be submitted in writing by Executive Service staff to the
COO for approval at least 30 days prior to the proposed granting of the perquisites. The
approval of perquisites by the COO is subject to resource availability.
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The value of the perquisites shall not be used for the computation of SBA employees’
rate of pay.

Compliance
The COO assumes primary responsibility for implementing an equitable compensation
structure at the SBA and Human Resources assumes primary responsibility for
compliance with these guidelines.
Human Resources may develop procedures as necessary to implement these policies
and guidelines and shall maintain adequate records to demonstrate compliance with
these policies and guidelines.
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20-274

Employee Performance Evaluations

Current Update: 04/01/06
Original Issuance: 05/01/94

Purpose and Scope
This policy sets forth the guidelines for evaluating the work performance of State Board
of Administration (SBA) employees.
This policy applies to all General and Executive Service employees.

Policy
The employee performance evaluation process is to be used primarily as a
communication tool between employees and their supervisors that will assist in
evaluating the performance of employees in accomplishing assigned duties and
responsibilities. The employee performance evaluation may also be used for, but is not
limited to, the following purposes:
1. As a factor in estimating employees’ potential or current readiness for promotion.
2. As the basis for adjustments to employee compensation in accordance with Policy
#20-220 “Compensation”.
3. As an indicator to the employee how future performance will be evaluated by the
immediate supervisor(s).
4. Identifying performance deficiencies and necessary corrective actions.
5. As a basis for decision-making in cases of disciplinary actions.
6. As the basis for either retaining or terminating employees.

Governing Federal and/or State Law, Regulations or Rules
None applicable

Guidelines and Implementation
Types of Evaluations
There are two types of employee evaluations at the SBA: Annual and Special.
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1. Annual performance evaluations shall be prepared as of December 31 on a
calendar year basis.
2. Special performance evaluations shall be completed on employees by supervisors:
•
•
•

after the first six (6) months of employment with the SBA
after the first six (6) months of being promoted or transferred to a new
position within the SBA
at any time deemed necessary by the supervisor

Performance Evaluation Responsibilities
It is the responsibility of supervisors to set out in writing on performance evaluations the
specific actions that employees must carry out in order to meet the performance
standards for their positions.
Each SBA supervisor is responsible for making certain that performance evaluations for
all employees under their supervision are conducted and completed on a timely basis.
Human Resources shall be responsible for maintaining performance evaluation forms
with accompanying instructions to be distributed to supervisors for use, and shall
conduct training on the SBA’s evaluation process as necessary.
Supervisors completing performance evaluations shall discuss performance with the
employees being evaluated, and encourage employee self-evaluations for each primary
task.
Completed original performance evaluations should be routed to Human Resources after
the supervisor and employee have signed and dated the evaluation.
Human Resources shall be responsible for reviewing employee performance evaluations
for compliance with evaluation form instructions, ensuring that completed evaluations
are received for all employees, and performance evaluation records retention.
Performance Evaluation Due Dates
Annual performance evaluations shall cover a calendar year period from January 1st to
December 31st of each year.
Special performance evaluations will be completed for newly hired, transferred or
promoted employees six (6) months after their date of hire, transfer or promotion, after
which December 31st shall be established as their performance evaluation date.
Special performance evaluations associated with unsatisfactory performance may be
completed on a frequency determined by the supervisor.
Performance evaluations should be submitted to Human Resources by the last business
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day of January for annual performance evaluations and ten (10) business days after the
end date of a special performance evaluation.
On the first business day of January each year and on the end date for special
performance evaluations, supervisors shall be notified by Human Resources of their
employees who have evaluations due within the next 30 day period. Human Resources
shall also send follow-up reminders to supervisors on performance evaluation due dates.
Delinquent Performance Evaluations
Delinquent employee performance evaluations shall be reported, respectively, to the
appropriate parties as follows: Human Resources shall forward a second notice to the
supervisor (with a copy to their Executive Service supervisor) 5 business days after the
evaluation due date. Upon the employee performance evaluation being 10 business
days delinquent, Human Resources shall forward a delinquent report listing all
delinquent evaluations to the Executive Director for further action. Human Resources will
furnish a second delinquent performance evaluation report after 15 business days to the
Executive Director for final action.
Employee Disagreement with Evaluation
If employees disagree with any statement in their performance evaluation, they may
attach explanations or other statements to the performance evaluation prior to the
supervisor submitting the evaluation to Human Resources. The employee should provide
a photocopy of comments to the supervisor as well. Supervisors shall be entitled to
attach supplemental remarks addressing employee disagreements with the performance
evaluation, provided that a copy of such remarks is furnished to the employee.
Failure to Meet Performance Standards
If employees fail to meet the performance standards set for their positions, they may be
subject to disciplinary actions in accordance with SBA Policy #20-250 “Code of Conduct
and Disciplinary Action”.

Compliance
All SBA supervisors are responsible for compliance with this policy.
Human Resources is responsible for ensuring that supervisors administratively comply
with the provisions of this policy.
The Inspector General may review and test compliance with this policy as deemed
necessary.

134

