Minutes of the Lehigh County Retirement Board Meeting
Lehigh County Government Center Public Hearing Room
Thursday, February 8, 2018
9:30 A.M.

A meeting of the Lehigh County Employees’ Retirement Board was held at 9:30 A.M. in Lehigh County
Government Center Public Hearing Room. Members present were Phillips Armstrong, Glenn Eckhart,
Judith Johnston, Marty Nothstein, Tim Reeves and Ed Sweeney.
Percy Dougherty was not present.
Kevin Karpuk from Cornerstone Advisors Asset Management also attended.

Glenn Eckhart, Retirement Board Secretary, called the meeting to order at 9:35 A.M.

This meeting is being taped for public record.

OLD BUSINESS

Meeting minutes for approval from January 25, 2017 meeting.

Glenn Eckhart asked if there were any questions or corrections to the January 25, 2018 meeting minutes.
Glenn Eckhart called for a motion for approval.

Judy Johnston made a motion to approve.

Marty, Nothstein seconded the motion.

No corrections or questions.

Glenn Eckhart called for a voice vote.

All were in favor. 6-0 vote. Motion passed unanimously.

NEW BUSINESS

Cornerstone -- 2017 4™ Quarter update.

Kevin Karpuk from Cornerstone began the review of the portfolio by reviewing the performance of the
funds, which was positive 3.75% for the quarter, slightly underperforming the Benchmark, but the
portfolio end-of-the-year $511 million compared to public funds around the country, the fund has been
performing quite nicely last quarter in the 13th percentile, last during the 31st percentile, outperforming
its Benchmark and longer term over five years and seven years, it's been in the 34th and 39th percentile,
respectively, although it's slightly trailing its Benchmark.



In looking at page 2, you will see the asset allocation of the portfolio, which we discuss with the board
regularly. It is very important to keep this position, so that there can be growth of the fund, but also to
make sure that there isn't too much risk in the fund, and if you look at top two lines under IPS Target
Weight, there is a 50% allocation to equities. We currently are at about 56% with about 28% in fixed
income, 15% in alternatives, and just a little bit of cash, and if you'll at the bottom of page 2, what you'll
see is the longer-term asset allocation has been very consistent over time, which is important in creating
value over the long term.

On page 3 at the top right, between income and change of market value since September 30, 2010, the
portfolio has grown by about $250 million. Remember that between employee and employer
contributions, compared to distributions to retirees, the fund sends out more money than it brings in every
year, so that $250 is how we got up to $510 million.

Page 4 has the manager's specific information. Here you can see how each manager performed. I think
most importantly is if you look at page 5, which is the Index Flash Report for January, you can see that
the portfolio performed quite nicely at the end of January just a little under $520 million. The market has
been very volatile over the past couple days. To give an idea of that level volatility, as of two days ago,
the portfolio closed at $505 million, which is if you take two sets of monthly payments into effect, it is
roughly back to where it began. We are quite pleased with the portfolio's performance over the past
couple years.

Kevin Karpuk then turned it back over to Glenn. Glenn asked for any comments and had two questions
for Kevin. One, asking to explain the Benchmark that we discussed and the importance of beating the
Benchmark. The importance of beating the Benchmark is that that is what you could invest in if you
didn't have any active management, and it is important to be above that because that shows that there is
value being added over and above what you could get elsewhere. Glenn then mentioned that Cornerstone
had outperformed the Benchmark six out of the last seven years and said that Cornerstone has been doing
a good job.

Glenn then followed-up and asked Kevin to talk a little bit about some recognitions that Kevin had shared
with the Board at the Executive Session. Thank you, Glenn, over the past year Cornerstone has been
named as a top advisor in a lot of places, the Wallstreet Journal, Barron's Pensions and Investments, and
several others, but one of the things we're most proud of is being named for the second year in a row as
one of the “Best Places to Work in Money Management” by Pensions and Investments. The reason this
means so much to us is because our team is committed to coming into the office every day to work hard
for our clients, and they enjoy doing that, but just like winning a super bowl, you have to go out and earn
that award every year, and our team certainly is in a position to do that.

Glenn Eckhart -- Election policy update

There will be no vote today. We plan to have the final draft ready for the May 10 meeting.

Glenn asked if there were any more motions.

No motions.

2 0f3



Glenn asked if there was any citizen/employee input.

No citizen/employee input.
No further business.

Glenn called for a motion to adjourn.
Judy Johnstone made the motion.
Mary Nothstein seconded.

Meeting adjourned at 9:51 A.M.

Next Retirement Board meeting is on May 10, 2018 at 9:30 A.M. in the Public Hearing Room.

XY St

Glenn Eckhart, Secretary
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CORNERSTONE ADVISORS ASSET MANAGEMENT,

LLC

Lehigh County Employees' Retirement Plan
Monthly Flash Report

Monthly Return
January-2018

Market Value
Beginning of Period End of Period

Market Value

Lomax 3.66% $39,854,399 $41,311,202
Russell 1000 Value 3.87%

Vanguard Institutional Index 5.72% $52,510,348 $50,372,575
S&P 500 5.72%

Invesco Equally-Wtd S&P 500 R6 4.46% $20,914,583 $19,809,350
S&P 500 Equal Weighted Tr Usd 4.47%

Sustainable Growth Advisors 6.40% $38,854,685 $41,341,223
Russell 1000 Growth 7.08%

Vanguard SCV Index 1.98% $18,740,973 $19,111,441
CRSP US Small Cap Value 1.97%

Emerald 5.08% $11,157,546 $11,723,847
Russell Mid-Cap Growth 5.66%

Emerald Advisors 2.16% $10,966,429 $10,203,081
Russell 2000 Growth 3.90%

American Funds Europacific Growth F3 6.14% $32,153,117 $34,127,281
MSCI ACWI ex US 5.57%

Vanguard Developed Mkt Idx I 4.85% $32,820,022 $34,412,123
FTSE AW ex US 5.48%

CSMcKee 0.06% $58,839,562 $58,872,849
Agincourt -1.10% $58,335,610 $57,693,836
BlackRock Strategic Income Opps K 1.24% $15,359,061 $15,556,287
Barclays Capital Aggregate -1.15%

CBRE Clarion -2.90% $12,498,066 $12,135,002
FTSE NAREIT Equity REITs -4.18%

Liquid Alternatives 2.43% $50,750,330 $50,974,294
Blended Alternatives Benchmark 1.88%

Vanguard ST Investment Grade -0.37% $11,273,040 $17,202,690
BbgBarc US Corp 1-3 Yr -0.18%

Disbursement Account 0.12% $4,328,195 $5,337,920

30 Day MM Yield 0.12%

Weighted Portfolio 2.78% $469,355,966 $480,184,999
Rate of Return Index 2.59%

Assets Not Valued Daily

Vittoria Intl Long/Short
Gabelli Merger Arbitrage

Market Value

Market Value

Beginning of Period End of Period

$27,202,634
$12,491,067

$27,202,634
$12,562,357

Grand Total |

2018 YTD Performance

$509,049,667

[ $519,949,991 |

Net Portfolio

2.78%

Index

2.59%

The values on this report are collected from electronic interfaces and released before an audit function can occur. These values are not final. Differences
may include, but are not limited to, pending trades, accruals, mispricing, or custodian error.



Lehigh County, PA 4th Quarter 2017
Historical Returns

Net of Fee Returns for Periods Ended December 31, 2017

Last 10 Years Last 15 Years Last 20 Years
Lehigh County (CR report) 5.2 7.2 6.1

Net of Fee Returns for Periods Ended December 31, 2016

10 Years Ending December 31, 15 Years Ending December 31, 20 Years Ending December 31,
2016 2016 2016

Lehigh County (CR report) 45 35 64

Lehigh County (CR report) Net of Fee Returns
for ending December 31, 2017

Returns* Rolling 20 Year Returns for 20 Years Ended December 31, 2017
2017 15.0
2016 6.3 POT R |
2015 (0.2) s Aagme | | | | | |
2014 6.1
2013 15.6 é’ 10.0 5 S R B Rl Rt
2012 10.1 2
2011 12 73T T
2010 10.7 (90 ) e e e e e et e e e e 55
2009 16.9 4.0
2008 (22.9) 2. S T T T T T T T T T T T T
2007 RS @Q%QQQWQQ%QQ\,\’QQ%QQ%WQQb:»QQcZ»QQ%QQ«@Q%@QQ@\%Q\RQ%QQWQ\b:»Q\cz»Q\‘?»Q\,\
2006 14.1
2005 6.3 [ Callan Public Fund Spr DB
2004 9.3 _
2003 20.0 Rolling 15 Year Returns for 20 Years Ended December 31, 2017
2002 (9.3) 15.0 777
2001 (3.3
2000 (0.8) 12.5 V9 geel
1999 14.7
1998 15.6 E 100 Yoy N
1997 20.1 Z W Al |
*Bold and italicized returns
indicate years to be rolled off in 5.0 - %
current year for 10 year, 15 year 4.0
and 20 year measurements. 2. T T T [ T T T [ T T T T T T T
LTy
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