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I. OVERVIEW

The Burlington Employees' Retirement System ("BERS” or the “Plan”) is a defined
benefit pension plan established to provide retirement benefits to participants in
accordance with the benefit structure adopted by the City of Burlington, Vermont.

The Plan is governed by Chapter 24 of the City of Burlington Code of Ordinances
as authorized by Title VII of the City of Burlington Charter.
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This Investment Policy Statement (IPS) amends, supersedes and restates in its
entirety all prior BERS Investment Policy Statements.

If any terms of this IPS conflict with the Plan documents, the terms and
conditions of the plan documents shall prevail.

II. PURPOSE OF THE PLAN AND IPS

The Plan’s purpose is to provide retirement benefits to employees who are
eligible to receive benefits under the Plan.

The purpose of the IPS is to outline the following general provisions affecting
the Plan by:

e Assisting the Board to fulfill its fiduciary responsibilities:

e Conveying the Plan’s purpose, investment objective, investment strateqgy
and constraints;

e Establishing a decision-making framework to promote the effectiveness of
the Plan;

e Intending for the Plan to be maintained in compliance with applicable laws
and requlations;

e Setting forth the roles and responsibilities of the Board, Investment
Consultant ("Consultant”) and other relevant parties.




III. STANDARDS AND DUTIES

A. Fiduciary Standards
Assets of BERS shall be managed in a manner consistent with fiduciary
standards. Investments shall be made with the care, skill, and diligence that
a prudent person would use in achieving the aims outlined in this IPS.

B. Board Duties

The Board has the responsibility of establishing and maintaining policies
governing management of BERS' financial assets (the “Fund”), including:

1. Act solely in the best interest of the Plan beneficiaries and the Plan’s

objectives.
1:2. Setting of investment policy;
2-3. Choosing an asset allocation to balance risk and return;
34. Selecting and evaluating professionals to manage those assets;
4-5. Communicating guidelines to those professionals.

6. Monitoring performance of the plan.
7. Avoid prohibited transactions and conflicts of interest.

C. Consultant Duties

1. Assist in the development and periodic review of the investment policy.

2. Proactively recommend changes to enhance the effectiveness of the
investment policy, investment strategy or asset allocation.

3. Make proactive investment manager hire and fire recommendations.

4. Monitor aggregate and manager-level performance to ensure compliance
with stated objectives.

5. Provide the Board with quarterly performance updates.

6. On a timely basis, notify the Board if there are pertinent developments
with any of the Plan’s investment managers.

D. Investment Managers

1. Manage assets in accordance with the guidelines and objectives outlined
in prospectuses (mutual funds), investment agreements (commingled
funds, private partnerships, etc.), or manager-specific investment
guidelines (separate accounts).

2. Exercise investment discretion to buy, manage and sell assets held in the
portfolios.

3. Promptly vote proxies and related actions in @ manner consistent with the
long-term interest of the Plan as an investor.




4. Communicate all organizational changes in a timely manner, including but
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not limited to ownership, organizational structure, financial condition and
professional staff.
Seek “best price and execution” for transactions. Both explicit and implicit

transactions costs should be considered.

E. Custodian(s)

1.

Safequard portfolio assets.

2.

Accurately value portfolio holdings.

3.

Execute buy/sell orders and cash transfers in a timely manner as directed

by the Board.
Collect all income and dividends owed to the Plan.

4.
5. Settle all transactions (buy/sell orders) initiated by separate account

investment managers.

. Provide reports at least quarterly that detail transactions, cash flows,

securities values and changes in the value of each security and the
overall portfolio since the previous report.

. Provide all requested portfolio information to the Consultant and Board in

a timely manner.

IVEE. INVESTMENT GOAL

The long-term goal of the portfolio is to earn the actuarial return assumption
net of fees over a long period of time such as 20 years while assuming only
as much risk as the Board believes is needed to achieve that return. The
return assumption shall not be used to justify taking excessive risk.

The following philosophy should be followed in pursuing that goal:

A. Philosophy

Adhere to a long-term perspective;

Align strategy with goals and risk tolerance;

Maintain consistent exposure to the capital markets;

Use simple investment structures that the Trustees understand;
Minimize investment costs.
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IV. INVESTMENT GUIBDELINESSTRATEGY

The Plan is expected to be maintained in perpetuity. Future amendments to
the Plan may occur, but the optimal investment strateqgy will be determined
based on the plan provisions as they exist at any point in time.

The Board acknowledges that the Plan’s asset allocation strategqy is likely to be
its primary determinant of performance. The following strategy should be
followed in implementing this philosophy:

1. Diversify;

2. Focus primarily on asset allocation;

3. Rebalance to targets periodically, which is likely to result in reducing
exposure to investments that have recently outperformed and/or adding
to investments that have recently underperformed;

4. Emphasize index management where appropriate;

5. Keep manager and asset turnover low

With the assistance of its Consultant, the Board intends to review or revise the
target allocation to asset classes periodically to ensure the investment strategy
remains _consistent with the Plan’s investment objectives, as those objectives
may evolve over time given the plan’s funding status and other factors.

In addition to achieving the investment objectives previously outlined in this
Statement, the goal of the overall investment strateqgy is to meet or exceed (a
risk-appropriate) benchmark over full market cycles. The benchmark will
constitute underlying market indices appropriate for the strategy, and its
components will be illustrated in the periodic performance report provided by the
Consultant.

VI. INVESTMENT MANAGER SELECTION

The Plan may select investment managers through a variety of investment vehicles
including, but not limited to, separate accounts, mutual funds, commingled funds
or private partnerships.

The underlying investment managers selected for the Plan are intended to be
selected with the care, skill and diligence that would be applied by a prudent person
acting in a like capacity and knowledgeable about investing.
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With the assistance of its Consultant, the Board will examine investment
managers’ investment objectives and processes; historical adherence to stated
objectives and processes; depth of resources; quality of personnel; historical
performance (including risk) versus various appropriate benchmarks;
appropriateness of diversification; reasonableness of fees; and any other metric
that may be material when evaluating investment managers’ capabilities. The
Board will use all available information and its best judgment when seeking to
hire skillful investment managers. The Board may also select low cost,
passively managed investment products where appropriate.

The Trustees understand that should Burlington choose to invest in a commingled
fund, the investment policies governing that fund take precedence over the policies
in this IPS. When investing in any commingled structure, the Trustees should
consider whether those guidelines are sufficiently compatible with BERS own goals.

Should the Trustees decide to invest in any individual account that must conform

to standards set forth in this IPS, those standards shall be set forth in the
manager’s contract and attached to this IPS following the Investment Addendum.

VII. INVESTMENT MANAGER EVALUATION AND OVERSIGHT

With the assistance of its Consultant, the Board intends to periodically review the
performance of the underlying investment managers. Investment manager
performance will be evaluated against proper indices, peer group comparisons and
risk-adjusted performance metrics. They will also be evaluated against other
metrics that may include but are not limited to expenses, consistency of strategy
or style or other qualitative factors.

Investment managers may be considered for possible termination if they fail to
meet performance or other gquidelines enumerated in the Plan’s periodic
performance report provided by the Consultant. The performance summary
section of the most recent performance report, including managers and their
various benchmarks, will serve as an appendix to this IPS.

With the assistance of its Consultant, the Board intends to use all known
information and its best judgment to determine if and when terminating a manager
is warranted. Events that may trigger a termination include but are not limited to
illegal or unethical behavior on the part of the manager; failure to follow
investment guidelines; underperformance; turnover among key personnel; a
change in investment style or strategy; insufficient infrastructure to keep pace
with asset growth; significant increase in expenses or fees; and any other
observation the Board deems may prevent the manager from carrying out its
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duties effectively. In addition, managers may be terminated at any time for any
reason at the discretion of the Board.

VIII. LIQUIDITY

The Board intends to construct the portfolio to provide adequate liquidity to meet
the obligations of the retirement system. Due to market volatility and the
uncertain nature of commitments, drawdowns, and distributions, it may not be
possible to monitor liquidity continuously. However, attempts will be made to
manage liquidity to the greatest extent possible and illiquid assets in the portfolio
will be sufficiently limited to ensure all obligations can be met.

IX. PROXY VOTING

For separately managed accounts, if applicable, investment managers will be
expected to vote proxies in the best interest of the Plan as an investor. When
applicable, mutual fund proxies are intended to be voted in the best interest of
the Plan.




INVESTMENT APPENDIX

The following sets out the Board’s current choices regarding the actuarial
assumption;,—asset allocation_targets and acceptable ranges—and—performance

measurermentstandards.

B. Asset Allocation

The asset allocation and allowable ranges are_effective August 2022:

Asset Allocation Guidelines: Lower Limit Target Upper Limit
. . 10% 18% 30%
Fixed Income and Cash Equivalents 159% 259, 350
Publicly Traded Global Equity 50% 67.5% 85%
[¢)
Domestic Equity 30% 20% 50%
. . 33% 45%
0,
International Equity 20% 27 50, 359,
Real Estate 0% 6% 10%
Timber 0% 1% 3%
Private Equity 0% 0.5% 3%

Cash flow should be managed to maintain each allocation close to the target.
Rebalancing becomes mandatory within a 90 day period if an allocation falls

outside the range.







