AGENDA
SDRS BOARD OF TRUSTEES

South Dakota Retirement System
222 E. Capitol Ave
Pierre, SD 57501

DATE: Wednesday, June 4, 2025

TIME: 9:00 a.m. CST (8:00 a.m. MST)

THIS MEETING WILL BE BROADCAST LIVE AT HTTPS://WWW.SD.NET/.

9:00 a.m.

ITEM 1

ITEM 2 -

ITEM 3 -

ITEM 4 -

ITEM 5 -

ITEM 6 -

ITEM 7 -

ITEM 8 -

ITEM 9

ITEM 10

10:00 a.m.

Call SDRS Meeting to Order — Determination of Quorum*

Chair's Preliminary Remarks
e Introductions and Announcements
¢ Board Conflict Disclosure
e Policy Concerning Public Testimony and Comments

Public Comment
Approval of April 9, 2025, Minutes

SDRS Board of Trustees Election Results — Dawn Smith, Executive/Board
Assistant

Appointment of Municipal Employee Representative (Possible Executive
Session) — Dawn Smith

Recognition of Retiring Board Member — Travis Almond, Executive Director
e Dave Smith

FY27 Budget Request — Michelle Mikkelsen, Chief Financial Officer and
Travis Almond

Appointment of Executive Director Evaluation and Compensation
Committees — Eric Stroeder, Board Chair

Appointment of Audit Committee — Eric Stroeder
Appointment of Class B Committee — Eric Stroeder

Rules Hearing — John Richter, General Counsel



ITEM 11

ITEM 12

ITEM 13

ITEM 14

ITEM 15

ITEM 16

Investment Update — Darci Haug, Senior Investment Manager and Danielle
Mourer, Portfolio Manager

Projected Funded Status of the South Dakota Retirement System — Doug
Fiddler, Senior Actuary

Asset Allocation — Darci Haug; Jarrod Edelen, Senior Portfolio Manager;
Danielle Mourer; Anne Cipperley, Portfolio Manager; and Matt Carey,
Associate Portfolio Manager II

Old/New Business
e Conference Update — Hank Prim
e Upcoming Board Meeting Dates

Personnel Matters (Executive Session) — Travis Almond

Adjourn

ADA COMPLIANCE: THE SOUTH DAKOTA RETIREMENT SYSTEM FULLY SUBSCRIBES TO THE PROVISIONS OF THE
AMERICANS WITH DISABILITIES ACT. IF YOU DESIRE TO ATTEND THIS PUBLIC MEETING AND ARE IN NEED OF SPECIAL
ACCOMMODATIONS, PLEASE NOTIFY THE SDRS OFFICE AT LEAST 72 HOURS PRIOR TO THE MEETING SO APPROPRIATE
AUXILIARY AIDS AND SERVICES CAN BE MADE AVAILABLE.

FUTURE MEETING DATES
September 9, 2025
December 10, 2025
April 1, 2026
June 10, 2026
September 2, 2026
December 9, 2026

*In some circumstances, the Chair may choose to take agenda items out of the listed order.



BOARD MEETING

SOUTH DAKOTA RETIREMENT SYSTEM

April 9, 2025

The South Dakota Retirement System Board of Trustees held its regular meeting
on April 9, 2025. The meeting began at 9:00 a.m. in the SDRS Board Conference

Room.

BOARD MEMBERS IN ATTENDANCE:

Eric Stroeder, Chair
James Appl, Vice Chair
Penny Brunken

Liza Clark

LalJena Grius

Victoria Hinek

Myron Johnson

Jill Lenards

Jake Oakland

Hank Prim

Shane Roth

Justice Mark Salter
Darin Seeley

Dave Smith

Jim Terwilliger

Wes Tschetter

Matt Clark, Ex Officio

OTHERS IN ATTENDANCE:

Charles Arsenault, SDEA

Johnathan Hampe, BIT

Duncan Koch, BFM

June Larson, Nationwide Retirement Solutions
Kevin Lawrence, BIT

Danielle Mourer, SDIO

Representative Mike Weisgram, District 24
Travis Almond, SDRS
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Brittnie Adamson, SDRS
Doug Fiddler, SDRS

Alan Freng, SDRS
Michelle Humann, SDRS
Sam Koldenhoven, SDRS
Michelle Mikkelsen, SDRS
Nick Rea, SDRS

John Richter, SDRS

Dawn Smith, SDRS
Jacque Storm, SDRS

AGENDA ITEM 1
CHAIR’S PRELIMINARY REMARKS AND
BOARD CONFLICT DISCLOSURE

Summary of Discussion:
Mr. Eric Stroeder, SDRS Board Chair, noted that no board member had any
conflicts to disclose.

Board Action:
No action was necessary.

AGENDA ITEM 2
PUBLIC COMMENT

Summary of Discussion
There was no public comment.

Board Action
No action was necessary.

AGENDA ITEM 3
APPROVAL OF MEETING MINUTES

Board Action

IT WAS MOVED BY MR. TSCHETTER, SECONDED BY MR. SMITH, TO
APPROVE THE MINUTES OF THE DECEMBER 11, 2024, BOARD
MEETING. THE MOTION PASSED UNANIMOUSLY ON A VOICE VOTE.




AGENDA ITEM 4
BOARD MEMBER ELECTION UPDATE

Summary of Discussion

Ms. Dawn Smith, SDRS Executive/Board Assistant, informed the Board of the
current election candidates. She stated that there are no contested elections this
year. Only one petition was received for each of the following open positions:
Teacher and State Employee.

She continued stating that no petitions were submitted for the Municipal Employee
position. Therefore, staff will ask interested parties to submit resumes, and the
Board will appoint a person to that position at the June meeting.

Mr. Travis Almond, SDRS Executive Director, stated that due to the low
participation in our election process, other avenues of communication will be used
in the next election. Currently, we rely on our authorized agents to communicate to
members. Going forward, staff will engage with members by using the emails on
file, newsletters, and our social media platforms.

Board Action
No action was required.

AGENDA ITEM 5
INVESTMENT PERFORMANCE UPDATE

Summary of Discussion
Ms. Danielle Mourer, SDIO Portfolio Manager, stated that through April 8, 2025,
the estimated return for SDRS was approximately negative 3 to 37 percent.

Board Action
No action was necessary.

AGENDA ITEM 6
SDRS PROJECTED FUNDED STATUS

Summary of Discussion

Mr. Doug Fiddler, SDRS Senior Actuary, noted that SDRS contribution rates are
fixed in statute, and the statutes require a recommendation for corrective actions if
SDRS falls below 100 percent funded. In addition, the SDRS COLA will vary with
both inflation and long-term affordability. As a result, under most circumstances,
SDRS’s fair value funded ratio (FVFR) is expected to remain at 100 percent.




Mr. Fiddler stated that employer contribution rates for Class A members are 40
percent of the national median. As a percentage of government spending, South
Dakota spends the least on pensions, at 1.78 percent.

Delivering adequate benefits and remaining fully funded through all economic
conditions while funded with contributions that are less than half of the median is a
very high objective. These competing objectives become even more difficult to
meet as retirees live longer and the consensus view of future investment returns is
lower.

SDRS management efforts to meet these objectives have included a variable
COLA process, transition to a 5-year FAC for foundation members, pay increase
caps, generational design, retire-rehire reform, and various other initiatives to avoid
or lessen subsidies.

Mr. Fiddler stated that SDRS resources are not sufficient to provide COLAs that
match inflation during periods of very high inflation, like recent periods.

Mr. Fiddler stated that proposals that impose additional objectives funded by
SDRS’ limited resources will detract from the ability to provide adequate benefits
funded by the fixed, modest contributions. Proposed changes to SDRS must be
thoroughly evaluated to ensure they do not endanger future benefits, COLAs, or
system sustainability.

Based on a FY25 net investment return of negative 3 percent, the baseline FVFR is
expected to be approximately 87 percent at June 30, 2025. As a result, the
preliminary estimated 2026 restricted maximum COLA would be approximately
0.70 percent. This excludes the impact of any demographic gains and losses, with
losses expected due to slightly higher-than-expected salary increases in FY 2025,
which could decrease the restricted maximum COLA.

Mr. Fiddler noted that the most significant immediate risk to SDRS is investment
risk. The investment returns will first impact the variable SDRS COLA. Less than
assumed returns will reduce the restricted maximum COLA, while greater than
assumed returns will increase the restricted maximum or enable the full COLA
range. However, the variable COLA will not be sufficient to maintain 100 percent
FVEFR in all conditions, and additional corrective actions may be required.

Mr. Fiddler stated at June 30, 2024, the estimated one-year likelihood of required
corrective action recommendations using the current asset allocation statistics was
11 percent.



In summary, advised Mr. Fiddler, the July 2022 SDRS COLA was 3.5 percent, the
first time the full COLA range was affordable under the current COLA process.
The FY 2024 investment return caused a restricted maximum COLA for the July
2025 COLA of 1.71 percent. If FY 2025 net investment returns are below
approximately negative 9 percent, a corrective action recommendation would be
required. If the return exceeds roughly 12 percent, the full COLA range would be
affordable for the July 2026 COLA.

Board Action
No action was necessary.

AGENDA ITEM 7
RECENT PUBLIC PENSION STUDIES

Summary of Discussion

Mr. Fiddler reviewed highlights from recent public pension studies published by
the Wisconsin Legislative Council, the Society of Actuaries Retirement Plan
Experience Committee, the National Institute on Retirement Security, the National
Association of State Retirement Administrators, and the National Conference on
Public Employee Retirement Systems. Where applicable, SDRS plan features,
metrics, and statistics were compared with the national data summarized in the
studies.

Board Action
No action was necessary.

AGENDA ITEM 8
2025 LEGISLATIVE AND BUDGET REPORT

Summary of Discussion

Mr. John Richter, SDRS General Counsel, and Ms. Samantha Koldenhoven, SDRS
Assistant General Counsel, discussed the 2024 Legislative Session. Mr. Richter
stated that four bills were brought on behalf of SDRS. The bills unanimously
passed both houses of the Legislature and were signed into law by the Governor.

Mr. Richter noted that there were several other bills that SDRS was watching
during the legislative session as well. The most notable being bills that sought to
clarify the meaning of teleconference for purposes of open meeting requirements,
require the publication and review of an explanation of open meetings laws of this
state, and prohibit natural asset companies. The first two passed and will become
law on July 1, 2025, while the third one failed.



Ms. Michelle Mikkelsen, SDRS Chief Financial Officer, stated that the Board
requested, and the Governor approved, the budget for SDRS, which passed through
the Legislature without any changes.

Board Action
No action was necessary.

AGENDA ITEM 9
BIT CYBERSECURITY UPDATE

Summary of Discussion
This agenda item was discussed during an executive session.

Board Action

IT WAS MOVED BY MR. PRIM, SECONDED BY MS. GRUIS, TO GO INTO
EXECUTIVE SESSION PURSUANT TO SDCL 1-25-2(6) TO DISCUSS AN
ITEM RELATING TO CYBERSECURITY PLANS. THE MOTION PASSED
UNANIMOUSLY ON A VOICE VOTE.

Bureau of Information and Technology (BIT) and SDRS staff who are to remain
include: Johnathan Hampe, Kevin Lawrence, Travis Almond, Jacque Storm,
Brittnie Adamson, Doug Fiddler, Alan Freng, Michelle Humann, Sam
Koldenhoven, Michelle Mikkelsen, Nick Rea, John Richter, and Dawn Smith.

The Chair declared the Board out of executive session.

AGENDA ITEM 10
UPDATE ON CUSTOMER SERVICE ENHANCEMENTS

Summary of Discussion

Ms. Michelle Humann, Member Services Director, Mr. Nick Rea, IT Director, and
Mr. Alan Freng, Communications Director, explained the enhancements to the
business-to-business portal, the MySDRS portal, and the member services center,
which have all been enacted this past year.

Board Action
No action was necessary.




AGENDA ITEM 11
EFFECTIVE RATE OF INTEREST FOR FY26

Summary of Discussion

Ms. Mikkelsen noted that SDCL 3-12C-108 states that SDRS’s annual effective
rate of interest shall be no greater than 90 percent of the average 91-day United
States Treasury bill rate for the immediately preceding calendar year.

Advising that the 91-day United States Treasury bill rate was 4.97 percent for
2024, Ms. Mikkelsen stated that 90 percent of the rate is 4.473 percent. She noted
that this interest rate would be credited on July 1, 2026, for the period of July 1,
2025, through June 30, 2026.

Board Action

IT WAS MOVED BY MR. APPL, SECONDED BY MR. PRIM TO ESTABLISH
THE EFFECTIVE RATE OF INTEREST TO BE CREDITED FROM JULY 1,
2025, TO JUNE 30, 2026, AT 4.473 PERCENT. THE MOTION PASSED
UNANIMOUSLY ON A VOICE VOTE.

AGENDA ITEM 12
SET FY26 SUPPLEMENTAL PENSION BENEFIT
INTEREST RATE ASSUMPTION

Summary of Discussion

Mr. Almond stated that the Board needed to establish the periodic Supplemental
Pension Benefit interest rate assumption. He added that the interest rate assumption
could not be greater than the actuarial assumed rate of return for SDRS or less than
the SDRS effective rate of interest.

He advised that the interest rate assumption is established based on the
recommendations of the system’s external actuary and the State Investment
Officer, with the input of the Executive Director. The external actuary
recommended between 4.25 and 5.25 percent, and the State Investment Officer
recommended between 3.00 and 3.50 percent.

Based on all the information and the process established by the Board, Mr. Almond
stated that by statute, it was his recommendation that the Board set the
Supplemental Pension Benefit interest rate assumption equal to the effective rate of
interest at 4.473 percent, effective July 1, 2025.

Board Action

IT WAS MOVED BY MS. BRUNKEN, SECONDED BY MR. OAKLAND, TO
ESTABLISH THE INTEREST RATE FOR THE SUPPLEMENTAL PENSION




BENEFIT AT 4.473 PERCENT, EFFECTIVE JULY 1, 2025. THE MOTION
PASSED UNANIMOUSLY ON A VOICE VOTE.

AGENDA ITEM 14
BOARD MEMBER CONFERENCE APPROVAL

Summary of Discussion

Mr. Almond reminded the Board that conferences were available for them to
attend. He stated that Mr. Jim Appl has asked to attend the NCTR Trustee
Workshop July 13-16, in Williamsburg, VA; Mr. Shane Roth has asked to attend
the NASRA Annual Conference August 9-13 in Seattle, WA; Mr. Hank Prim has
asked to attend the NCPERS TEDS workshop May 17-18 in Denver, CO; and Mr.
Eric Stroeder has asked to attend the NCTR Annual Conference October 4-7 in Salt
Lake City, UT.

Board Action

IT WAS MOVED BY MR. SMITH, SECONDED BY MS. CLARK, TO
APPROVE THE REQUEST FOR JIM APPL’S ATTENDANCE AT THE NCTR
TRUSTEE WORKSHOP; SHANE ROTH’S ATTENDANCE AT THE NASRA
ANNUAL CONFERENCE; HANK PRIM’S ATTENDANCE AT THE NCPERS
TEDS; AND ERIC STROEDER’S ATTENDANCE AT THE NCTR ANNUAL
CONFERENCE. THE MOTION PASSED UNANIMOUSLY ON A VOICE
VOTE.

AGENDA ITEM 15
OLD/NEW BUSINESS

Summary of Discussion

SharePoint Board Portal

Mr. Almond stated that the SharePoint Board Portal was up and running. He noted
that this was a work in progress and, when completed, would be a one-stop shop
for board members when looking for current meeting materials, prior meeting
materials, and policies.

Internal Controls

Mr. Almond stated that SDRS was implementing the state’s internal control
framework. SDRS will conduct a comprehensive risk assessment for each division.
This process will take seven and eight weeks, and a report will be provided to the
Board when it’s complete.

Upcoming Meeting Dates
The Board discussed the upcoming meeting schedule.




Board Action
No action was necessary.

AGENDA ITEM 16
EXECUTIVE DIRECTOR’S PERFORMANCE EVALUATION

Summary of Discussion
The Board praised Mr. Almond for his performance as the Executive Director of
SDRS.

Board Action

IT WAS MOVED BY MR. OAKLAND, SECONDED BY MR. JOHNSON, TO
GO INTO EXECUTIVE SESSION PURSUANT TO SDCL 1-25-2(1) RELATING
TO PERSONNEL MATTERS. THE MOTION PASSED UNANIMOUSLY ON
A VOICE VOTE.

Staff who may be called in include Travis Almond.
The Chair declared the Board out of executive session.

ADJOURNMENT

IT WAS MOVED BY MR. JOHNSON, SECONDED BY MR. SEELEY, THAT
THERE BEING NO FURTHER BUSINESS, THE MEETING BE DECLARED
ADJOURNED. THE MOTION PASSED UNANIMOUSLY ON A VOICE
VOTE.

Respectfully submitted,

ravis Almond
Executive Director



South Dakota
Retirement System
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SDRS FY27 Budget Request

June 4, 2025



A 0OTA
RETIREMENT SYSTEM

@RS FY27 Budget Request

* Personal Services $3,935,374
— No increase beyond the state salary policy

— No additional FTE’s

° Operating $2,602,174
— Travel, Contractual, Supplies, and Capital Outlay
— No increase

° Total Budget Request $6,537,548

— No increase from FY26

— Below the SDCL 3-12C-210 limit of 3% of annual contributions



@s FY27 Budget Request and Timeline

June 2025

— Board review and submission approval

— No increase from FY26

August 2025
— Budget submission to BFM

September 2025
— Budget review with SDRS, BFM, and the Governor’s Office

December 2025
— Governor’'s Budget Address

— If different from board-approved, discussion at the Board of Trustees meeting



SDRS FY27 Budget Request and Timeline

* January-March 2026
— Legislative Joint Appropriations Budget Presentation

— Legislative approval

* July 1, 2026
— FY27 Legislative Approved Budget begins



SOUTH DAKOTA RETIREMENT SYSTEM

S DRS 222 East Capitol Avenue o Pierre, SD 57501

SOUTH DAKOTA (605) 773-3731 e sd.gov/sdrs

MEMO NO. 2025-05B

TO: MEMBERS OF THE BOARD OF TRUSTEES

FROM: ERIC STROEDER, CHAIR

SUBJECT: EXECUTIVE DIRECTOR COMPENSATION COMMITTEE
DATE: MAY 28, 2025

This is to advise that I have appointed the following members of the board to serve on the
Executive Director Compensation Committee:

Eric Stroeder, Chair
Jim Appl

Matt Clark

Darin Seeley

Dawn Smith, Executive Assistant/HR Manager, will be the staff point of contact for the
committee.

As defined in the Executive Director Compensation Committee Charter, the committee’s
responsibilities include the following:

o The Committee shall establish a market-based pay rate utilizing peer group data.
The primary peer groups will consist of the six surrounding state retirement
systems and other state retirement systems on a national level with similar
responsibilities. Additional peer groups may be considered as appropriate. Market
data may be secured from the National Compensation Association of State
Governments, the National Association of State Retirement Administrators, and
other relevant benchmarking services.

e The Committee shall establish a market-based pay range that is +/- 10% of the
market rate to provide the flexibility to appropriately recognize the executive
director’s performance and experience within the pay range to achieve the
objectives as described in the South Dakota Retirement System Compensation
Philosophy.



SOUTH DAKOTA RETIREMENT SYSTEM

S DRS 222 East Capitol Avenue o Pierre, SD 57501

SOUTH DAKOTA (605) 773-3731 e sd.gov/sdrs

MEMO NO. 2025-06B

TO: MEMBERS OF THE BOARD OF TRUSTEES

FROM: ERIC STROEDER, CHAIR

SUBJECT: EXECUTIVE DIRECTOR EVALUATION COMMITTEE
DATE: MAY 28, 2025

This is to advise that I have appointed the following members of the board to serve on the
Executive Director Evaluation Committee:

Jim Appl, Chair
Darin Seeley
Penny Brunken
Justice Mark Salter

Jacque Storm, Deputy Director, will be the staff point of contact for the committee.

The committee’s responsibilities include the following:

e Review the current evaluation methodology for the Executive Director, including
its format and relevance to the job duties and responsibilities of the position and
recommend alternative formats and performance measures, as appropriate.

e Ensure that evaluations are provided to indirect reports, direct reports, board
members, and the Executive Director in advance of the April board meeting.

e Review the evaluations completed by indirect reports, direct reports, board
members, and the Executive Director and provide a summary report to the Board
of Trustees at the April board meeting.



SOUTH DAKOTA RETIREMENT SYSTEM

S DRS 222 East Capitol Avenue o Pierre, SD 57501

SOUTH DAKOTA (605) 773-3731 e sd.gov/sdrs

MEMO NO. 2025-04B

TO: MEMBERS OF THE BOARD OF TRUSTEES
FROM: ERIC STROEDER, CHAIR

SUBJECT: AUDIT COMMITTEE

DATE: MAY 28, 2025

This is to advise that I have appointed the following members of the board to serve on the
Audit Committee:

e Jill Lenards, Chair
e [alJena Gruis
e Victoria Hinek

Michelle Mikkelsen, Chief Financial Officer, will be the staff point of contact for the
committee.

As defined in the audit charter, the committee’s responsibilities include the following:

e Meet with the contracted external auditor and SDRS staff for an opening
conference to review the annual audit engagement schedule. Based on those
conversations, the Audit Committee Chair will work with management to provide
an engagement letter. The Audit Committee Chair and management will each also
provide representation letters.

e Discuss issues identified during the audit process affecting the annual financial
statements.

e Review the Audit Report and all audit findings prior to presentation to the SDRS
Board of Trustees. If necessary, work with SDRS staft to respond to audit
findings.

e Review the Risk Assessment.

ES:dms



SOUTH DAKOTA RETIREMENT SYSTEM

S DRS 222 East Capitol Avenue o Pierre, SD 57501

SOUTH DAKOTA (605) 773-3731 e sd.gov/sdrs

MEMO NO. 2025-07B

TO: MEMBERS OF THE BOARD OF TRUSTEES
FROM: ERIC STROEDER, CHAIR

SUBJECT: CLASS B PUBLIC SAFETY COMMITTEE
DATE: MAY 28, 2025

Pursuant to Board of Trustees’ motion at its June 2022 meeting, the Class B Public Safety
representative and another member appointed by the Chair shall serve on the Class B
Public Safety Committee with certain staff members. This is to advise that I have
appointed the following member of the board to serve on the Class B Public Safety
Committee:

e Justice Mark Salter

Sam Koldenhoven, Deputy General Counsel, will be the staff point of contact for the
committee.

The committee’s responsibilities include the following:

e Take the necessary action to present the application to the Board of Trustees in a
systematic and structured way. For correctional security staff, the verification
provided in SDCL 3-12C-101(29) must be completed before the committee takes
any action.

e Follow The SDRS Criteria for Class B Public Safety Membership and The SDRS
Procedure to Consider Requests for Class B Public Safety Membership whenever
possible.

e Request the material and data from the applicant and the employer unit as outlined
in The SDRS Procedure to Consider Requests for Class B Public Safety

Membership.

e Review and analyze the relevant material/data received that is usable in making
the final determination.

e Prepare a report for distribution to the Executive Director and the Board of
Trustees.



e Present findings and recommendations to the Board of Trustees.
This committee will only meet when a Class B Public Safety request has been made.

This is a permanent committee that will continue indefinitely unless notified otherwise in
writing by the Chair.

ES:dms



SDRS BOARD OF TRUSTEES
Notice of Public Hearing to Adopt Rules

A public hearing will be held at the South Dakota Retirement System’s Conference Room,
222 E. Capitol Avenue, Pierre, SD 57501, on June 4, 2025, at 10:00 a.m., Central Time, to
consider the South Dakota Retirement System Board of Trustees’ proposed rules repealing
the following:

§§ 62:01:01:01 to 62:01:01:03, inclusive; § 62:01:02:01; § 62:01:02:04;
8§ 62:01:02:08 to 62:01:02:09, inclusive; Chapter 62:01:03; §
62:01:04:05.01; §§ 62:01:07:01 to0 62:01:07:02, inclusive; §§ 62:01:07:04
to 62:01:07:07, inclusive; §§ 62:01:07:09.01 to 62:01:07:12.01, inclusive;
Chapter 62:01:08; Chapter 62:01:09; Article 62:03; and Article 62:04

The effect of the rules will be to repeal certain sections, chapters, and articles of administrative
rules pertaining to SDRS.

The reason for adopting the proposed rules is because SDRS brought HB 1029 during the
2025 Legislative Session to update provisions of the South Dakota Retirement System, which
rendered the above-identified rules duplicative or obsolete.

Persons interested in presenting amendments, data, opinions, and arguments for or against
the proposed rules may appear in person at the hearing or mail or email them to South Dakota
Retirement System, 222 E. Capitol Avenue, Pierre, SD, 57501, or email them to
John.Richter@state.sd.us. The deadline to submit any such written comments for
consideration by this part-time board is seventy-two hours before the public hearing date.

After the written comment period, the South Dakota Board of Trustees will consider all written
and oral comments it receives on the proposed rules. The South Dakota Board of Trustees
may modify or amend a proposed rule at that time to include or exclude matters described in
this notice.

For Persons with Disabilities: This hearing will be held in a physically accessible place. Please
contact the South Dakota Retirement System at least 48 hours before the public hearing if you
have special needs for which special arrangements can be made by calling (605)773-3731.

Copies of the proposed rules may be obtained without charge from:

South Dakota Retirement System
222 East Capitol Avenue

Pierre, SD 5750
John.Richter@state.sd.us

(605) 773-8231

Published at the approximate cost of $


mailto:John.Richter@state.sd.us

Chapter

62:01:01
62:01:02
62:01:03
62:01:04
62:01:05
62:01:06
62:01:07
62:01:08

62:01:09

Section

62:01:01:01
62:01:01:02
62:01:01:03

62:01:01:04

ARTICLE 62:01

RETIREMENT

Definitions, Repealed.
Contributions.

Retirement benefit, Repealed.
Disability benefit.

Election of board of trustees.
Appeals.

Administration.

Benefit limits, Repealed.

Supplemental pension benefit, Repealed.

CHAPTER 62:01:01

DEFINITIONS

(Repealed)

Definition of terms, Repealed.
Termination of marriage, Repealed.
Care of children, Repealed.

Repealed.



62:01:01:01. Definition of terms. Terms-definedin-SPDCL-chapters 312Cand 3-

Fastieejudege,or-magistrate judgeRepealed.

Source: 2 SDR 17, effective September 9, 1975; 3 SDR 13, effective August 25, 1976;
transferred from § 47:07:01:01, effective July 1, 1979; 6 SDR 87, effective March 2, 1980; 9
SDR 81, 9 SDR 124, effective July 1, 1983; 24 SDR 160, effective May 24, 1998; 34 SDR 297,

effective June 2, 2008; SL 2016, ch 31, § 62, effective July 1, 2016; 45 SDR 142, eftective July
1,2019.



62:01:01:02. Termination of marriage. Forpurpeses-of SBDCE312C100+

anntlmentRepealed.

Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1,
1983; 45 SDR 142, effective July 1, 2019.

62:01:01:03. Care of children. EoerpurpesesofSDCE312C-901care-of childrenis

childrenRepealed.

Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1,
1983; 45 SDR 142, effective July 1, 2019.

CHAPTER 62:01:02
CONTRIBUTIONS
Section
62:01:02:01  Determination of Class A or Class B member, Repealed.
62:01:02:02 Repealed.
62:01:02:03  Repealed.

62:01:02:04 Permanent full-time employee -- Probationary period, Repealed.



62:01:02:05

62:01:02:06

62:01:02:07

62:01:02:08

62:01:02:09

62:01:02:10

62:01:02:11

Repealed.

Refund of active contributions made during period of disability -- Granted
credited service.

Leave of absence without pay during service purchase agreement -- Exception for
leave of absence for military service.

Active membership defined by period of contributions -- Quarter of service based
on contribution, Repealed.

Contribution reports -- Date — Transmittal, Repealed.

Preparation and expiration of a contract to purchase credited service.

Repealed.

62:01:02:01. Determination of Class A or Class B member. A-memberisaClassA

elassRepealed.

Source: 2 SDR 17, effective September 9, 1975; 3 SDR 13, effective August 25, 1976;

transferred from § 47:07:02:01, effective July 1, 1979; 6 SDR 87, effective March 2, 1980; 9

SDR 81, 9 SDR 124, effective July 1, 1983; SL 2016, ch 31, § 63, effective July 1, 2016; 45

SDR 142, effective July 1, 2019.



62:01:02:04. Permanent full-time employee -- Probationary period. An-employeeis

employeeRepealed.

Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1, 1983;

45 SDR 142, effective July 1, 2019.

62:01:02:06. Refund of active contributions made during period of disability --
Granted credited service. If a disabled member receiving credited service pursuant to SDCL 3-
12C-808 and-§-62:0+:04:05-04 becomes employed by a member employer unit, the member and
employer shall make active contributions during the period of such employment pursuant to
SDCL 3-12C-401. Upon the member's conversion of disabled status to retired status, upon the
member's termination of disabled status or upon the member's termination of employment,
whichever occurs first, the member may request a refund of the member's accumulated
contributions made during that period when the member also was receiving credited service due
to the disability. The provisions of this section apply to any member whose application for
disability benefits is received by the system prior to July 1, 2015.

Source: 33 SDR 212, effective June 4, 2007; SL 2014, ch 20, § 34, effective July 1,
2014; 45 SDR 142, effective July 1, 2019.

General Authority: SDCL 3-12C-211.



Law Implemented: SDCL 3-12C-104, 3-12C-808.

62:01:02:08. Active membership defined by period of contributions -- Quarter of

Source: 33 SDR 212, effective June 4, 2007; 36 SDR 21, effective August 17, 2009; 45
SDR 142, effective July 1, 2019.

62:01:02:09. Contribution reports -- Date -- Transmittal. Haparticipatingunithas




shall-be-transmitted-to-the-systemas-outhnedin-SPCEL312C-403Repealed.

Source: 35 SDR 82, effective October 22, 2008; 45 SDR 142, eftective July 1, 2019.

Section

62:01:03:01

62:01:03:02

62:01:03:02.01

62:01:03:03

62:01:03:04

62:01:03:05

CHAPTER 62:01:03

RETIREMENT BENEFIT

(Repealed)

Repealed.

Determination of eligibility for retirement benefit, Repealed.

Certification when retired member becomes reemployed — Penalty, Repealed.
Repealed.

Independent status of the surviving spouse benefit if the member was retired
or of retirement age, Repealed.

Privatized member's acquisition of certain service credit -- Retirement while

continuing to work for a private employer, Repealed.

62:01:03:02. Determination of eligibility for retirement benefit. Upenreceiptofan

applieantis-ehgible forthe benefitRepealed.



Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1,

1983; SL 2016, ch 31, § 65, effective July 1, 2016; 45 SDR 142, effective July 1, 2019.

62:01:03:02.01. Certification when retired member becomes reemployed -- Penalty.

Sbek22-29-91Repealed.

Source: 36 SDR 21, effective August 17, 2009; SL 2016, ch 31, § 66, effective July 1,

2016; 45 SDR 142, effective July 1, 2019; 47 SDR 138, effective July 1, 2021.



62:01:03:04. Independent status of the surviving spouse benefit if the member was

retired or of retirement age.

Source: 34 SDR 297, effective June 2, 2008; 35 SDR 82, effective October 22, 2008; 45

SDR 45, effective October 8, 2018; 45 SDR 142, effective July 1, 2019.

62:01:03:05. Privatized member's acquisition of certain service credit -- Retirement

while continuing to work for a private employer. Aequisition-efyears-ofservice-toward

beginsreeerving the benefitRepealed.

Source: 37 SDR 214, effective May 30, 2011; 45 SDR 142, effective July 1, 2019.



Section

62:01:04:00

62:01:04:01

62:01:04:02

62:01:04:03

62:01:04:04

62:01:04:05

62:01:04:05.01

62:01:04:05.02

62:01:04:06

62:01:04:07

62:01:04:08

62:01:04:09

62:01:04:09.01

62:01:04:10

62:01:04:11

62:01:04:12

CHAPTER 62:01:04

DISABILITY BENEFIT

Application of chapter.

Repealed.

Disability -- Beginning of benefits.

Disability determination -- Disability advisory committee -- Medical
examination.

Repealed.

Repealed.

Termination of disability benefit — Credited service, Repealed.

Credited service as employee while disabled.

Medical examination of member receiving disability benefit -- Refusal.
Participating unit -- Filing upon return to service.

Repealed.

Criteria for determining disability if contributory service ended before July 1,
1995 -- Position of comparable level.

Criteria for determining disability if contributory service ended after July 1,
1995 — Certification by employer.

Member receiving a disability benefit if service ended before July 1, 1994.
Repealed.

Repealed.
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62:01:04:13 Income to be included in earned income.

62:01:04:05.01. Termination of disability benefit — Credited service. H-amember

member's-normal retirementage, Repealed.

Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1,

1983; 24 SDR 160, effective May 24, 1998; 36 SDR 21, effective August 17, 2009; SL 2017, ch
27, § 39, effective July 1, 2017; 45 SDR 142, effective July 1, 2019.

CHAPTER 62:01:07

ADMINISTRATION
Section
62:01:07:01 Secretary to board — Filing, Repealed.

62:01:07:02 Inspection and correction of files, Repealed.
62:01:07:03 Waiver of privilege.

62:01:07:04 Authorized agents, Repealed.

62:01:07:05 Procedure for filling a vacancy on the board, Repealed.

62:01:07:06 Beneficiary designated by qualified domestic relations order, Repealed.
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62:01:07:07

62:01:07:08

62:01:07:09

62:01:07:09.01

62:01:07:09.02

62:01:07:10

62:01:07:11

62:01:07:12

62:01:07:12.01

62:01:07:13

Prospective nature of qualified domestic relations orders, Repealed.
Repealed.

Lump-sum payments subsequent to annuity payments.

Opportunity to rescind election of annuity payment option — Overpayments,
Repealed.

Rollover of lump-sum distribution by inactive member, Repealed.

Rollover of beneficiary payment by surviving spouse or other beneficiary,
Repealed.

Repealed.

Member repayment of overpayments -- Options -- Interest -- Delayed
repayment -- Failure to select an option -- Required notice and presumption,
Repealed.

Repayment of overpayments by person other than member -- Options --
Interest -- Delayed repayment -- Failure to select an option -- Required notice
and presumption, Repealed.

Administration of additional survivor protection contributions and coverage.

62:01:07:01. Secretary to board -- Filing. The-executive-directorshall actas-seeretary

Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1,

1983; SL 2016, ch 31, § 82, effective July 1, 2016; 45 SDR 142, effective July 1, 2019.
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62:01:07:02. Inspection and correction of files. A-member-ofthesystem;uponrequest;

may-requestcorrection-of any-alleged-errorsinthefileRepealed.

Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1,
1983; 45 SDR 142, effective July 1, 2019.

62:01:07:04. Authorized agents. Eachparticipating-unitmay-appeintpersons-to-serve

participating unit-and-the-systemRepealed.

Source: 6 SDR 87, effective March 2, 1980; 9 SDR 81, 9 SDR 124, effective July 1,
1983; 45 SDR 142, effective July 1, 2019.

62:01:07:05. Procedure for filling a vacancy on the board. The-executive-director

13
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résumeésRepealed.

Source: 31 SDR 191, effective May 22, 2005; 33 SDR 212, effective June 4, 2007; SL
2016, ch 31, § 84, effective July 1, 2016; SL 2019, ch 23, § 11, effective July 1, 2019; 45 SDR
142, effective July 1, 2019.

62:01:07:06. Beneficiary designated by qualified domestic relations order. H=a

Source: 32 SDR 203, effective June 5, 2006; 45 SDR 142, effective July 1, 2019.

62:01:07:07. Prospective nature of qualified domestic relations orders. The-provisions
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Source: 32 SDR 203, effective June 5, 2006; SL 2016, ch 31, § 85, effective July 1, 2016;
45 SDR 142, effective July 1, 2019.

62:01:07:09.01. Opportunity to rescind election of annuity payment option --

Repealed.

Source: 37 SDR 214, effective May 30, 2011; 45 SDR 142, effective July 1, 2019.
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62:01:07:09.02. Rollover of lump-sum distribution by inactive member. A-member

eRepealed.

Source: 37 SDR 214, effective May 30, 2011; 39 SDR 227, effective July 1, 2013; 45
SDR 142, eftective July 1, 2019.

62:01:07:10. Rollover of beneficiary payment by surviving spouse or other

§408-or408A-of the Internal Revenue CodeRepealed.

Source: 33 SDR 212, effective June 4, 2007; 35 SDR 82, effective October 22, 2008; 39

SDR 227, effective July 1, 2013; 45 SDR 142, effective July 1, 2019.

62:01:07:12. Member repayment of overpayments -- Options -- Interest -- Delayed

repayment -- Failure to select an option -- Required notice and presumption. Any-member

17
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Source: 36 SDR 21, effective August 17, 2009; SL 2016, ch 31, § 86, effective July 1,
2016; 45 SDR 45, effective October 8, 2018; 45 SDR 142, effective July 1, 2019.

62:01:07:12.01. Repayment of overpayments by person other than member --

Options -- Interest -- Delayed repayment -- Failure to select an option -- Required notice
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aeeraalRepealed.

Source: 45 SDR 45, effective October 8, 2018; 45 SDR 142, effective July 1, 2019.

CHAPTER 62:01:08

BENEFIT LIMITS
(Repealed)
Section
62:01:08:01 Maximum annual benefit, Repealed.
62:01:08:02 Repealed.
62:01:08:03 Applicability of limits, Repealed.
62:01:08:04 Repealed.
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62:01:08:01. Maximum annual benefit. Annual-benefitspayable-to-a-membermaynot

§4H5(D-ef the Internal Revenue CodeRepealed.
Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 28

SDR 111, effective February 14, 2002; 39 SDR 227, effective July 1, 2013; 45 SDR 45, effective

October 8, 2018; 45 SDR 142, effective July 1, 2019.

62:01:08:03. Applicability of limits. Hamemberhasbeen-eredited-with-lessthan 10

21



Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 28
SDR 111, effective February 14, 2002; 33 SDR 212, effective June 4, 2007; 39 SDR 227,
effective July 1, 2013; SL 2017, ch 27, § 45, effective July 1, 2017; 45 SDR 142, effective July
1,2019; 47 SDR 138, effective July 1, 2021.

CHAPTER 62:01:09
SUPPLEMENTAL PENSION BENEFIT
(Repealed)
Section
62:01:09:01 Definition of participant, Repealed.
62:01:09:02 System may pay a single monthly payment, Repealed.
62:01:09:03 Proof of participant's marital status, Repealed.
62:01:09:04 Increase in supplemental pension spouse's benefit, Repealed.
62:01:09:05 No increase in value of single premium, Repealed.
62:01:09:06 Participant's status as a retiree, Repealed.
62:01:09:07 Basis for monthly benefit, Repealed.

62:01:09:08 Distributions deemed reasonable and made in good faith under federal law,

Repealed.
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62:01:09:01. Definition of participant. Ferpurpeses-ofthischapter-the-term;

Sbek3126101Repealed.

Source: 34 SDR 297, effective June 2, 2008; 45 SDR 142, effective July 1, 2019.

62:01:09:02. System may pay a single monthly payment. The-system-maypay-the

each-by-thesystemRepealed.

Source: 34 SDR 297, effective June 2, 2008; SL 2017, ch 27, § 46, effective July 1,

2017; 45 SDR 142, effective July 1, 2019.

62:01:09:03. Proof of participant's marital status. A-participant-who-is-married-at the

participant's-marriage Heense-to-the systemRepealed.

Source: 34 SDR 297, effective June 2, 2008; 43 SDR 57, effective October 17, 2016; 45

SDR 142, effective July 1, 2019.
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62:01:09:04. Increase in supplemental pension spouse's benefit. Asupplemental

participant'sbenefitRepealed.

Source: 34 SDR 297, effective June 2, 2008; 45 SDR 142, effective July 1, 2019.

62:01:09:05. No increase in value of single premium. Eerpurpeses-ofealeulatingany

of the supplemental penston—econtractRepealed.

Source: 34 SDR 297, effective June 2, 2008; 45 SDR 142, effective July 1, 2019.

62:01:09:06. Participant's status as a retiree. Ferpurpeses-of-this-chapter,a-member

suspenston-of the retirementbenefitRepealed.

Source: 34 SDR 297, effective June 2, 2008; SL 2017, ch 27, § 47, effective July 1,

2017; 45 SDR 142, effective July 1, 2019.
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62:01:09:07. Basis for monthly benefit. A-participant'smonthlybenefitshall be based

to-another-participantRepealed.

Source: 35 SDR 82, effective October 22, 2008; 45 SDR 142, eftective July 1, 2019.

62:01:09:08. Distributions deemed reasonable and made in good faith under federal

$40Ha D -of the Internal Revenue-CodeRepealed.

Source: 37 SDR 214, effective May 30, 2011; 39 SDR 227, effective July 1, 2013; 45

SDR 142, effective July 1, 2019.
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Chapter

62:03:01
62:03:02
62:03:03
62:03:04
62:03:05
62:03:06

62:03:07

Section
62:03:01:01

62:03:01:02

ARTICLE 62:03

DEFERRED COMPENSATION PLAN

(Repealed)

Definitions, Repealed.

Participation in plan, Repealed.

Amounts of deferrals, Repealed.

Participants' accounts and investments, Repealed.
Distributions, Repealed.

Administration, Repealed.

Automatic enrollment, Repealed.

CHAPTER 62:03:01

DEFINITIONS

(Repealed)

Definitions, Repealed.

Designated Roth contributions treated as deferrals, Repealed.

62:03:01:01. Definitions. In-additionto-the-terms-definedinSDCE3-13-55termsused

b el :
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28



provide-irvestment-or-insuranece-produets-to-the planRepealed.

Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;
24 SDR 160, effective May 24, 1998; 28 SDR 111, effective February 14, 2002; 33 SDR 212,
effective June 4, 2007; 35 SDR 82, effective October 22, 2008; 39 SDR 227, effective July 1,
2013; 41 SDR 219, effective July 1, 2015; SL 2016, ch 31, § 88, effective July 1, 2016; 45 SDR
45, effective October 8, 2018; 45 SDR 142, effective July 1, 2019.

62:03:01:02. Designated Roth contributions treated as deferrals. Bnlessspeeifically
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Source: 39 SDR 227, effective July 1, 2013.

Section

62:03:02:01

62:03:02:02

62:03:02:03

62:03:02:04

62:03:02:05

62:03:02:05.01

62:03:02:06

62:03:02:07

62:03:02:08

62:03:02:09

CHAPTER 62:03:02

PARTICIPATION IN PLAN

(Repealed)

Participation by political subdivisions, Repealed.

Participation by employees, Repealed.

Enrollment of participants, Repealed.

Participation agreement, Repealed.

Modification of enrollment, Repealed.

Employer contributions -- System contributions — Vesting, Repealed.
Revocation of enrollment, Repealed.

Designation of beneficiary — Distribution of benefits, Repealed.
Deferred compensation plans only as supplemental retirement plans,

Repealed.

Participation restrictions on or after an unforeseeable emergency distribution,

Repealed.

62:03:02:01. Participation by political subdivisions. Any-pelitical-subdiviston-whiech
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participatingemployerintheplanRepealed.

Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;

24 SDR 160, effective May 24, 1998; 45 SDR 142, effective July 1, 2019.

62:03:02:02. Participation by employees. Any-employeerecetvingcompensationfrom
a-participating-employermay-eleetto-partietpate-in-theplanRepealed.
Source: 14 SDR 57, effective October 18, 1987.

62:03:02:03. Enrollment of participants. An-elgible-employee maybecomea

admintstratorRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998;

SL 2016, ch 31, § 89, effective July 1, 2016.
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62:03:02:04. Participation agreement. The-executive-directorshall-establish-aformof

neeessary-for-the-administration-of the planRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998;

SL 2016, ch 31, § 90, effective July 1, 2016.

62:03:02:05. Modification of enrollment. Subjeetto-the limitations-containedinthi

imeRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998.

62:03:02:05.01. Employer contributions -- System contributions -- Vesting. A
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the-partietpantRepealed.

Source: 35 SDR 82, effective October 22, 2008.

62:03:02:06. Revocation of enrollment. A-participant-may-cease-making deferrals-at
any-timeRepealed.
Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998.

62:03:02:07. Designation of beneficiary — Distribution of benefits. A-participantmay
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participant's-estateRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, eftfective May 24, 1998; 33
SDR 212, effective June 4, 2007.

62:03:02:08. Deferred compensation plans only as supplemental retirement plans.

secondary-to-the-pelitical subdiviston's-primary-planRepealed.

Source: 33 SDR 212, effective June 4, 2007; 45 SDR 142, effective July 1, 2019.

62:03:02:09. Participation restrictions on or after an unforeseeable emergency

distributionRepealed.
Source: 36 SDR 21, effective August 17, 2009.
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Section

62:03:03:01

62:03:03:02

62:03:03:02.01

62:03:03:03

62:03:03:03.01

62:03:03:03.02

62:03:03:04

CHAPTER 62:03:03

AMOUNTS OF DEFERRALS

(Repealed)

Minimum deferral, Repealed.

Maximum deferral, Repealed.

Roth contributions allowed -- Roth and other deferrals permitted in same
year -- Limits, Repealed.

Catch up, Repealed.

Alternative catch up, Repealed.

Mandated choice between catch up provisions, Repealed.

Repealed.

62:03:03:01. Minimum deferral. A-participant-maynot-deferless-than$25-a

monthRepealed.

Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989.

62:03:03:02. Maximum deferral. Exeeptasprovidedin§-62:03:03:03aparticipant
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compensationRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 28
SDR 111, effective February 14, 2002.

62:03:03:02.01. Roth contributions allowed -- Roth and other deferrals permitted in

Source: 39 SDR 227, effective July 1, 2013.

62:03:03:03. Catch up. Effectiveforeach-ofthe-three-calendar-yearsimmediately

speetfiedin-§-62:03:03:02Repealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 28

SDR 111, effective February 14, 2002.
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62:03:03:03.01. Alternative catch up. Effectiveforany-yearthataparticipantis-age S0

participant'smaximum-deferral under §-62:03:03:02Repealed.

Source: 28 SDR 111, effective February 14, 2002.

62:03:03:03.02. Mandated choice between catch up provisions. A-participant-may-net

yearRepealed.

Source: 28 SDR 111, effective February 14, 2002.

CHAPTER 62:03:04

PARTICIPANTS' ACCOUNTS AND INVESTMENTS

(Repealed)

Section

62:03:04:01 Repealed.
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62:03:04:02 Ownership of deferrals and investments -- Assets held in trust -- Time limit

on transfers, Repealed.

62:03:04:03 Election of investments by participants, Repealed.
62:03:04:04 Transfer of funds, Repealed.
62:03:04:05 Establishment of accounts, Repealed.

62:03:04:05.01 Additional recordkeeping requirements -- Designated Roth accounts,

Repealed.
62:03:04:06 Allocation of investment return -- Accounting date, Repealed.
62:03:04:07 Accounting dates and valuation, Repealed.
62:03:04:08 Participant statements, Repealed.

62:03:04:02. Ownership of deferrals and investments — Assets held in trust -- Time

limit on transfers. A-pa
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otherwise-have beenpaid-to-the-employeeRepealed.

Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;

24 SDR 160, effective May 24, 1998; 28 SDR 111, effective February 14, 2002.

62:03:04:03. Election of investments by participants. Eachparticipant-may-eleetto

timeRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 28
SDR 111, effective February 14, 2002.

62:03:04:04. Transfer of funds. Subjeetto-anyHmitationsimpesed-by-a-vendororbya

participant-and-shall- be-deduected-fromthe-acecountRepealed.

Source: 14 SDR 57, effective October 18, 1987; 14 SDR 95, effective January 10, 1988;

24 SDR 160, effective May 24, 1998.
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62:03:04:05. Establishment of accounts. Anaccountshall be-established foreach

purstantto-§-62:03:02:07Repealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 39

SDR 227, effective July 1, 2013.

62:03:04:05.01. Additional recordkeeping requirements -- Designated Roth

Source: 39 SDR 227, effective July 1, 2013.
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62:03:04:06. Allocation of investment return — Accounting date. The-totalinvestment

datesRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998.

62:03:04:07. Accounting dates and valuation. Each-effered-investment-alternative

against-the-valueshall be-exphieithydiselosedRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998.

62:03:04:08. Participant statements. Eachparticipantshall beprovided-with-a

guarterRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998.
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Section

62:03:05:01

62:03:05:02

62:03:05:03

62:03:05:04

62:03:05:05

62:03:05:05.01

62:03:05:06

62:03:05:07

62:03:05:08

CHAPTER 62:03:05

DISTRIBUTIONS

(Repealed)

Conditions for distribution, Repealed.

Selection of normal retirement date -- Amendment, Repealed.

Severance from employment, Repealed.

Beginning of distribution, Repealed.

Form of distribution -- Period of distribution, Repealed.

Distribution directed by participant, Repealed.

Unforeseeable emergency, Repealed.

In-service distributions of small amounts -- Calculation -- Handling of certain
involuntary distributions, Repealed.

Distributions deemed reasonable and made in good faith under federal law,

Repealed.

62:03:05:01. Conditions for distribution. Deferrals-may-onbybe-distributedifone-of
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30-daysRepealed.

Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;
28 SDR 111, effective February 14, 2002; 33 SDR 212, effective June 4, 2007; 41 SDR 219,
effective July 1, 2015.

62:03:05:02. Selection of normal retirement date — Amendment. A-participant-may

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 28
SDR 111, effective February 14, 2002; 45 SDR 142, effective July 1, 2019.

62:03:05:03. Severance from employment. H-aparticipantreturas-to-employment-or
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Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;
28 SDR 111, effective February 14, 2002.

62:03:05:04. Beginning of distribution. Distribution-of deferralsto-aparticipant-shal

inehasiveRepealed.

Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;
24 SDR 160, effective May 24, 1998; 28 SDR 111, effective February 14, 2002; 47 SDR 138,
effective July 1, 2021.

62:03:05:05. Form of distribution — Period of distribution. A-participantmay-eleetto

el  cinants distribution  thefollowine forms:
h-Adump-sum;
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Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;
24 SDR 160, effective May 24, 1998; 28 SDR 111, effective February 14, 2002.

62:03:05:05.01. Distribution directed by participant. A-participantmay-direetfrom
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designated Roth-contributionsRepealed.

Source: 39 SDR 227, effective July 1, 2013.

62:03:05:06. Unforeseeable emergency. H-aparticipant-suffersanunforeseeable
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Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 28
SDR 111, effective February 14, 2002; 33 SDR 212, effective June 4, 2007; 34 SDR 297,
effective June 2, 2008; SL 2016, ch 31, § 91, effective July 1, 2016; 45 SDR 142, eftective July
1,2019; 47 SDR 138, effective July 1, 2021.

62:03:05:07. In-service distributions of small amounts -- Calculation -- Handling of

certain involuntary distributions. Any-etherprovision-of this-chapternotwithstandinga
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ndividual retirement planRepealed.

Source: 24 SDR 160, effective May 24, 1998; 28 SDR 111, effective February 14, 2002;

SL 2016, ch 31, § 92, effective July 1, 2016.

62:03:05:08. Distributions deemed reasonable and made in good faith under federal

$40Ha D -of the Internal Revenue-CodeRepealed.

Source: 37 SDR 214, effective May 30, 2011; 39 SDR 227, effective July 1, 2013.

CHAPTER 62:03:06

ADMINISTRATION
(Repealed)
Section
62:03:06:01 Conlflict of interest, Repealed.
62:03:06:02 Assignment, Repealed.
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62:03:07:02.01

62:03:06:03

62:03:06:03.01

62:03:06:03.02

62:03:06:03.03

62:03:06:04

62:03:06:05

62:03:06:06

62:03:06:07

62:03:06:08

Members employed by participating employers other than the state before
automatic enrollment established, Repealed.

Trustee-to-trustee transfer and rollover into account, Repealed.
Trustee-to-trustee transfer from account, Repealed.

Rollover from account, Repealed.

In-plan Roth conversion, Repealed.

Operation of plan for benefit of participants -- Assets held in trust, Repealed.
Repealed.

Filing of required forms, Repealed.

Correction of errors -- Excess deferrals, Repealed.

Correction of errors -- Payroll error, Repealed.

62:03:06:01. Conflict of interest. No-employee-of-aparticipatingemployerand-ne

employeesmay-invest-all-orpartof the fundRepealed.

Source: 14 SDR 57, effective October 18, 1987; 28 SDR 111, effective February 14,

2002.
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62:03:06:02. Assignment. No-participant-may-assien-or-otherwise-alienate-anyrightto

defined-m-§-4H4p)otthecodeRepealed.

Source: 14 SDR 57, effective October 18, 1987; 33 SDR 212, effective June 4, 2007.

62:03:06:03. Trustee-to-trustee transfer and rollover into account. Fo-the-extent

designated Roth-reHoverRepealed.

Source: 14 SDR 57, effective October 18, 1987; 28 SDR 111, effective February 14,

2002; 34 SDR 297, effective June 2, 2008; 39 SDR 227, effective July 1, 2013.
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62:03:06:03.01. Trustee-to-trustee transfer from account. For-thepurpese-of

defined-benefitretirement-planRepealed.

Source: 28 SDR 111, effective February 14, 2002.

62:03:06:03.02. Rollover from account. A-participant-or-a-participant's-surviving

Source: 28 SDR 111, effective February 14, 2002; 33 SDR 212, effective June 4, 2007;

34 SDR 297, effective June 2, 2008; 35 SDR 82, effective October 22, 2008.

62:03:06:03.03. In-plan Roth conversion. A-participantmay-converthis-orherpre-tax
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which-the-participantfirstmade-a-conversionRepealed.

Source: 39 SDR 227, effective July 1, 2013.

62:03:06:04. Operation of plan for benefit of participants — Assets held in trust. The

trastfor-the-sole-benefitof the participants-ef the planRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998.

62:03:06:06. Filing of required forms. Anyformrequired-under-the plan-which-eauses

Repealed.
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Source: 14 SDR 57, effective October 18, 1987; 15 SDR 100, effective January 8, 1989;
24 SDR 160, effective May 24, 1998.

62:03:06:07. Correction of errors -- Excess deferrals. H-due-to-an-erroraparticipant

distributionRepealed.
Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998; 39
SDR 227, effective July 1, 2013.

62:03:06:08. Correction of errors -- Payroll error. H-due-to-apayrol-errora

the-vendoerNoretroactive-adfustment-may be-madeRepealed.

Source: 14 SDR 57, effective October 18, 1987; 24 SDR 160, effective May 24, 1998.
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Section

62:03:07:01

62:03:07:01.01

62:03:07:01.02

62:03:07:02

62:03:07:02.01

62:03:07:03

62:03:07:03.01

62:03:07:04

62:03:07:05

62:03:07:06

CHAPTER 62:03:07

AUTOMATIC ENROLLMENT

(Repealed)

Automatic enrollment units -- Automatic escalation -- Decision -- Rescission
of unit's status -- Automatic enrollee's status, Repealed.

Automatic escalation for participating employers that became automatic
enrollment units prior to July 1, 2015, Repealed.

Start of automatic escalation at election of unit -- Notice required, Repealed.
Automatic enrollment, Repealed.

Members employed by participating employers other than the state before
automatic enrollment established, Repealed.

Amount of initial deferral -- Election to opt out -- Time limit -- Refund --
Future participation, Repealed.

Automatic escalation -- No escalation in first year of hire, Repealed.
Automatic enrollment deemed contract -- Exceptions, Repealed.

Qualified default investment alternative -- Secondary alternative -- Liability,

Repealed.

Notices required for automatic enrollment, Repealed.
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62:03:07:06.01 Notice of automatic escalation required -- Election to opt out -- Automatic
enrollee status, Repealed.

62:03:07:07 Advance authorization not required -- Exception to other laws, Repealed.

62:03:07:01. Automatic enrollment units -- Automatic escalation -- Decision --

Rescission of unit's status -- Automatic enrollee's status. Anyparticipatingemployermay

affeetedRepealed.

Source: 35 SDR 82, effective October 22, 2008; 41 SDR 219, eftective July 1, 2015.

62:03:07:01.01. Automatic escalation for participating employers that became

automatic enrollment units prior to July 1, 2015. A-participating-employer-who-became-an
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of the-deeisionhas-been-deliveredinwriting to-the systemRepealed.

Source: 41 SDR 219, effective July 1, 2015.

62:03:07:01.02. Start of automatic escalation at election of unit -- Notice required.

Janvary-orJulyas-elected-by-the-unitRepealed.

Source: 41 SDR 219, effective July 1, 2015.

62:03:07:02. Automatic enrollment. Any-person-who-becomes-apermanentemployee
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becomes-anautomatic-enrolee-intheplanRepealed.

Source: 35 SDR 82, effective October 22, 2008; 41 SDR 219, effective July 1, 2015; SL

2018, ch 34, § 2, effective July 1, 2018; SL 2019, ch 23, § 12, effective July 1, 2019; 45 SDR
142, effective July 1, 2019.

62:03:07:02.01. Members employed by participating employers other than the state

before automatic enrollment established. An-automaticenrolmentunit otherthanthe state

Source: SL 2018, ch 34, § 3, effective July 1, 2018; SL 2019, ch 23, § 13, effective July
1,2019.

62:03:07:03. Amount of initial deferral -- Election to opt out -- Time limit -- Refund

-- Future participation. U
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62:03:07:03.01. Automatic escalation -- No escalation in first year of hire. Beginning

haslowered-his-or-herdeferral to-zeroRepealed.

Source: 41 SDR 219, effective July 1, 2015.
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62:03:07:04. Automatic enrollment deemed contract -- Exceptions. Attomatie

unti-the-automatic-enrolleechoosesto-withdrawfrom-the planRepealed.

Source: 35 SDR 82, effective October 22, 2008; 41 SDR 219, eftective July 1, 2015.

62:03:07:05. Qualified default investment alternative -- Secondary alternative --

qualified defaultinvestmentalternativeRepealed.

Source: 35 SDR 82, effective October 22, 2008.
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62:03:07:06. Notices required for automatic enrollment. Within15-days-efthe

wrvestment-alternativesRepealed.
Source: 35 SDR 82, effective October 22, 2008; 41 SDR 219, eftective July 1, 2015.

62:03:07:06.01. Notice of automatic escalation required -- Election to opt out --

Automatic enrollee status. Thesystem-shall- provide-no-less-than60-days notice-of each-annual
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affeetedRepealed.

Source: 41 SDR 219, effective July 1, 2015.

62:03:07:07. Advance authorization not required -- Exception to other laws.

local autematic-enrelmentunitRepealed.

Source: 35 SDR 82, effective October 22, 2008; 41 SDR 219, eftective July 1, 2015.

ARTICLE 62:04

SPECIAL PAY RETIREMENT PROGRAM

(Repealed)
Chapter
62:04:01 Definitions and general terminology, Repealed.
62:04:02 Administration, Repealed.
62:04:03 Distributions, Repealed.
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CHAPTER 62:04:01

DEFINITIONS AND TERMINOLOGY

(Repealed)
Section
62:04:01:01 Definitions in general, Repealed.
62:04:01:02 Definition of specific terms, Repealed.
62:04:01:03 Qualifications in regard to compensation, Repealed.

62:04:01:01. Definitions in general. Terms-used-inthis-article have-the same meaning
speeifiedRepealed.
Source: 31 SDR 191, effective May 22, 2005; 45 SDR 142, eftective July 1, 2019.

62:04:01:02. Definition of specific terms. Ferms-used-inthis-article-mean:
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S5Plan-vearacalendar-year-ending-onPecember3HRepealed.

Source: 31 SDR 191, effective May 22, 2005; 34 SDR 297, effective June 2, 2008.

62:04:01:03. Qualifications in regard to compensation. A-participant's-compensation;
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32 er-§-45Hb)of thecodeRepealed.

Source: 31 SDR 191, effective May 22, 2005; 39 SDR 227, eftective July 1, 2013.

CHAPTER 62:04:02

ADMINISTRATION
(Repealed)
Section
62:04:02:01 Month of a member's birth date, Repealed.

62:04:02:01. Month of a member's birth date. Eorpurpeses-ofparticipationin-the

the-member'sbirthdayRepealed.

Source: 31 SDR 191, effective May 22, 2005.

CHAPTER 62:04:03

DISTRIBUTIONS

(Repealed)

Section
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62:04:03:01 Direct rollovers, Repealed.

62:04:03:02 Repealed.

62:04:03:01. Direct rollovers. Pursuantto-SPDCE313A20aparticipantora

planunder§-408-o0r408A-of thecodeRepealed.

Source: 31 SDR 191, effective May 22, 2005; 33 SDR 212, effective June 4, 2007; 35
SDR 82, effective October 22, 2008.
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@RS Funding Basics: C+I1=B+E

A 0OTA
RETIREMENT SYSTEM

* Member and employer contribution rates are fixed in statute

* COLA automatically varies with inflation and affordability:
— COLA equals inflation, up to 3.5% when affordable

— When not affordable, COLA maximum is reduced to COLA that keeps SDRS
100% funded if paid for lifetimes of all members

* SDCL 3-12C-228 requires recommendation, including circumstances and
timing, to Legislature and Governor for corrective action if:

— Zero COLA results in funded ratio below 100%, or

— Fixed, statutory contributions do not meet actuarial requirement



Employer Contributions and Funded

§,DB§ Status Comparisons

RETIREMENT SY

Fair Value Funded Ratio Employer Contribution Rates
(for General Members In Social Security)

SDRS 130.8% 15'2%

113.9% .
107.3% 105.5%

102.9% 100.0% 100.0% i
A Median State Plan

95%

x

94%

. 76% gt 6.0%
Median State Plan 2024
62%
80% Vd SDRS 6.0%
SDRS' FVFR exceeds median 5.0%

by an average of 25%
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SDRS COLA varies to maintain 100% Fair Value Funded Ratio (FVFR)
* Employer contribution rates for Class A members are 40% of the national median

Median public sector FVFR from Public Plans Database; 2024 estimate from Milliman Public Pension Funding Index. Employer
contribution rates from NASRA Public Fund Survey.



SpRrs Government Spending on Pensions

SoOUT
E

DAKOTA
RETIR N Y

H
MENT SYSTEM

Government Contributions to Pensions as a Percent
of All Direct Government Spending, FY 2022 (most recently available)

10%
U.S. Aggregate = 5.11%
8%
South Dakota’s pension contributions are 43% of the
national median and 35% of the national average
6%
(o]
Median =4.12%
4%
1.78%
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Data from NASRA Issue Brief: State and Local Government Spending on Public Employee Retirement Systems, March 2025
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@R Competing Objectives

TH DAKOT
RETIREMENT SYSTE

* Delivering adequate benefits directly competes with remaining fully
funded while spending a fraction of the national median on pensions:

— The challenge is becoming more difficult as retirees live longer, and markets
provide lower investment returns

Future Life Expectancy at Age 65 20-Year Trailing Nominal Returns and
SDRS Assumptions Return Assumptions
mFemale m Male 15.0% .
24.0 °® .
21.9 21.8 oo ® ¢ o
19.6 e ° o .
18.2 10.0% ‘ g o »
15.3 o o °®

L]
L o0
000000..000000’°"””””30:003
L]

5.0%
® Trailing 20-Year Returns

# Trailing 20-Year Assumptions

Early SDRS 2002 SDRS 2025 SDRS 0.0%
Assumption Assumption Assumption 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023




@R Competing Objectives

DAKOT
NT SYSTE

* SDRS management efforts to meet benefit objectives in changing
circumstances have included:

— Variable COLA process — Generational design
— b-year FAC — Retire-rehire reform
— Pay increase caps — Various other initiatives

* EXxpect continuing pressure on benefit affordability:

— Proposed changes to SDRS must be thoroughly evaluated to ensure they do
not endanger future benefits, COLAS, or system sustainability

— SDRS liabilities are essentially equal to SDRS assets — with fixed
contributions, any expansion, increase, or acceleration of benefits
necessarily reduces the COLA paid to retired members

— Actuarial assumptions must remain realistic



@ < July 2025 COLA Calculation

0OTA

D A
N STEM

ENT S

Step 1:
June 30, 2024
Baseline FVFR = 94.8%

If Less than 100%

Step 2: Restricted
Maximum COLA =1.71%
Resulting in FVFR of 100%

COLA = CPI-W Increase
2024 CPI-W Increase = 2.49% Ml = 09

July 2025 SDRS COLA: 1.71% Maximum = 1.71% Restricted
Maximum COLA




Projected June 30, 2025 Funded Status

@RS and July 2026 COLA Range®

A TA
RETIREMENT SYSTEM

Net Investment Return gl Baseline

FYE June 30, 2025 FVFR Applicable Conditions

(15.0%) 75.6%  NO COLA 93.3%

(10.0%) 80.1% NO COLA 98.9%

(9.1%) 80.9% NO COLA 99.9%

(9.0%) 81.0% 0% to 0.01% 100%

(5.0%) 84.6% 0% to 0.49% 100%
0.0% 89.1% 0% to 1.06% 100% _ _

Restricted Maximum COLA

5.0% 93.6% 0% to 1.58% 100%
6.5% 95.0% 0% to 1.72% 100%

11.9% 99.9% 0% to 2.24% 100%

12.0% 100.0% 0% to 3.50% 100%

15.0% 102.7% 0% to 3.50% 102.7% Full COLA Range

34.1% N 119.9% 0%1t03.50% 119.9%

34.2% 120.0% 0% to 3.50%  120% 120% Benefit Improvement Threshold Met

(1) Before consideration of liability gains/losses for FYE June 30, 2025. June 30, 2024 Baseline FVFR: 94.8% and COLA Range: 0.0% to 1.71%.
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Inflation Measurement for

SDRS Social Security and SDRS COLAS

SoOUT D A OTA
RETIRE ETS

1.79%
2.49% Increasel?
CPI-W Increases Increasel® [ \ \
3.20%
Increasel

8.75%
Increasel

5.92%
Increasel

3rd Quarter Average

CPI-W Index

Jan 2024 Jul 2024 Jan 2025 Jul 2025

Jan 2022 Jul 2022 Jan 2023 Jul 2023

Jul 2020 Jan 2021 Jul2021
(1) Increase in the third calendar quarter average over the prior highest third calendar quarter average — the specified inflation measurement for the

Social Security COLA effective the following January and the SDRS COLA effective the following July.
(2) Increase in most recent month index (April 2025) over July to September 2024 average. Increase annualizes to 2.7%, ignoring seasonal impacts
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A 0OTA
RETIREMENT SYSTEM

@Rs Historical COLA Ranges

* Under the current COLA process, the full COLA range has only been
affordable for the 2022 COLA

°* The 2025 restricted maximum COLA is 1.71%, less than inflation for the
fourth consecutive year

@3.75%
W Affordable COLA Range @5.92%
® Inflation
3.50% 3.20%

2.2% o 2.49%
1.96% 2 03% L s8% . 7.10/
1.89% : 1.41% ——
i B
COLA Payable 7/1: 2018 2019 2020 2021 2022 2025

9



g >< Projected Funded Status and COLAs

* The most significant and immediate risk to SDRS is investment risk

* Investment returns will first impact the affordable COLA range:

— Less than assumed will reduce restricted maximum COLA; greater than
assumed will increase maximum or enable full COLA range

— The variable COLA may not be sufficient to maintain 100% FVFR in all
conditions and additional corrective actions may be required

* One and five-year projections of FVFRs, COLA ranges, and likelihoods of
achieving returns shown in subsequent slides:

— Projections utilize an actuarial model intended to estimate short-term changes
in funded ratios and resulting COLA ranges

— Demographic experience is assumed to match assumptions

— Likelihoods are calculated based on SDIC’s investment portfolio statistics
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FY 2025 Return Ranges and July 2026

SDRS COLA, with Likelihoods

R ENT SYSTEM

Current Asset 3
Allocation Statistics 89%

Return Greater than 12.0%
Return (9.0%) to 12.0% Full COLA: 0.0% to 3.5%

Restricted Maximum COLA

Return Greater than 34.2%
Full COLA: 0.0% to 3.5%

120% Improvement Threshold Met

-40% -20% 0% 20% 40%
FY 2025 Investment Return

° Ignoring FY 2025 investment returns to date, the preliminary likelihoods for July 2026 COLA ranges, primarily driven by
FY 2025 investment returns, are:
— 11% likelihood: No COLA and corrective action recommendations required
— 62% likelihood: COLA equals CPI-W increase between 0.0% and a restricted COLA maximum
— 27% likelihood: COLA equals CPI-W increase between 0.0% and 3.5%; 1% likelihood 120% benefit improvement threshold met

Before consideration of liability gains/losses. Likelihoods based on SDIC FY 2025 current asset allocation investment portfolio statistics (mean = 5.19%, standard deviation = 11.43).
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F N Historical 1-Year Corrective Action
S

DRSS Requirement Likelihoods

RETIREMENT S TE

Investment experience is the primary driver of the likelihood of required
corrective action recommendations. Changes in market conditions and
expectations for future returns also impact the likelihood.

1-Year Likelihoods of Required Corrective Action Recommendations

30%
Current Asset 24%
Allocation Statistics
20%
0,
15% 13% 14% 14%
z 11%
9%
0, | |
10% — 20
3%
FY 2018 FY 2019 FY 2020 0.5% 0% FY 2022 FY 2023 FY 2024 FY 2025
COLA Min.
FY 2021
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@Rs FY 2025 Stock Market Volatility

A 0OTA
RETIREMENT SYSTEM

Increased market volatility in FY 2025, particularly just prior to the April
Board Meeting

S&P 500 Index Close by Date, FY 2025

6,500
2/19/2025 |
6,144.15 | | 4/9/2025
+12.5% || 5,456.90
6/28/2024 4/8/2025
5,460.48 4,982.77
—8.7%
4,500
SDRS Board
Meetings
3,500
6/28 7/28 8/28 9/28 10/28 11/28 12/28 1/28 2/28 3/31 4/30 5/31 6/30
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FY 2026 Return Ranges

SDRS Following 5% Return for FY 2025

R ETSY

Current Asset a3
Allocation Statistics 88%

Return (7.9%) to 13.4%
Restricted Maximum COLA

Return Greater than 13.4%
Full COLA: 0.0% to 3.5%

23%

-40% -20% 0% 20% 40%
FY 2026 Investment Return

° Following an FY 2025 investment return of 5%, the preliminary likelihoods for July 2027 COLA ranges, primarily driven
by FY 2026 investment returns, are:
— 12% likelihood: No COLA and corrective action recommendations required
— 65% likelihood: COLA equals CPI-W increase between 0.0% and a restricted COLA maximum
— 23% likelihood: COLA equals CPI-W increase between 0.0% and 3.5%

Before consideration of liability gains/losses. Likelihoods based on SDIC FY 2026 current asset allocation investment portfolio statistics (mean = 5.25%, standard deviation = 11.08).
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FY 2026 Return Ranges

SDRS Following 0% Return for FY 2025

R ETSY

Current Asset a
Allocation Statistics 78%

Return (3.5%) to 18.8%
Restricted Maximum COLA

Return Greater than 18.8%
Full COLA: 0.0% to 3.5%

11%

-40% -20% 0% 20% 40%
FY 2026 Investment Return

° Following an FY 2025 investment return of 0%, the preliminary likelihoods for July 2027 COLA ranges, primarily driven
by FY 2026 investment returns, are:
— 22% likelihood: No COLA and corrective action recommendations required
— 67% likelihood: COLA equals CPI-W increase between 0.0% and a restricted COLA maximum
— 11% likelihood: COLA equals CPI-W increase between 0.0% and 3.5%

Before consideration of liability gains/losses. Likelihoods based on SDIC FY 2026 current asset allocation investment portfolio statistics (mean = 5.25%, standard deviation = 11.08).
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(-\ Projected Funded Status and Risk
@RS Analysis Summary

* July 2022 SDRS COLA was 3.5%, the only time the full COLA range has
been affordable under the current COLA process:

— Subsequent COLAs have been: 2.10% (2023); 1.91% (2024); 1.71% (2025)

* FY 2025 estimated investment return thresholds:

— FY 2025 returns below approximately negative 9.0% would require a
corrective action recommendation; preliminary 1-year likelihood is 11%

— FY 2025 returns of approximately 12% would make the full COLA range
affordable for the 2026 COLA
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The Council's Role in Asset Allocation

« The primary investment objective for SDRS assets is
to achieve and exceed over the long term the
return of the Council’s Capital Markets Benchmark

= The key investment policy decision relates to asset
allocation

= The Council establishes:

= Benchmark asset allocation which considers expected long-term
returns and risk

= Minimum and maximum for each asset category




Discussion Topics

= Return and Risk Assessment

= Benchmark Recommendation
= Expected Return

= Valuation Analysis

= Asset Allocation Implementation




Return and Risk Assessment

Equity and Bonds

« Long-term return history is available only for
equity, bonds, and cash

= EqQuity returns
= Best over the very long term, but are volatile

= Bond returns

= Lower over the long term compared to equities

= Provides diversification

= Return/risk tradeoft depends on willingness 1o
endure volatility




Long-Term Equity Returns

Exceed Bond Returns_—
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Equity Less Bond Retfurn

Historical Rolling Periods
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Risk Measurement

=  Conventional statistical measures of risk
=  Standard deviation and correlations are calculated

= SDIC adjustment to conventional risk measures
= SDIC volatility

= Conventional standard deviation adjusted to reflect higher real-
world frequency and magnitude of adverse outlier events

= SDIC correlations

= Conventional correlations adjusted to reflect the higher correlation
of asset classes during adverse outlier events

= Focus on equity-like and bond-like risk
= Withstanding a two-year adverse outlier event




Equity Downturns Can Be Severe

Two-year periods with equity returns below negative 20% il
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Risk of Various Equity Allocations

Two-year periods with equity returns below negative 20% i
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Benchmark Recommendation

J——

Bond-like Risk
27%

Equity-like Risk Cashg{l;e Risk
70% o

= Balances long-term returns and drawdown risk




Benchmark Range Recommendation

Equity-like Risk
Minimum Maximum
Benchmark
70%
40% 85%
Minimum Maximum
Increases underperformance risk = For when markets are very cheap
but also reduces absolute risk (on our valuation measures)
when markets are exiremely - Cheapness would suggest much
expensive of a potential decline had
Still provides meaningful already occurred
exposure it wrong or early - Weathered this maximum during
the financial crisis




Benchmark Range Recommendation

—

Bond-like Risk
Minimum Maximum
Benchmark
‘ 27% \
15% 60%
Minimum Maximum
Provides diversification - For when bonds are very cheap
(on our valuation measures)




Benchmark Ranges

= Godl

= Enter market downturns with near minimum equity-like risk

= Increase equity-like risk toward maximum during equity downturns
to benefit from an eventual rebound

= The Importance of Patience

= Markets typically continue to rise or fall further after reaching
minimum or maximum risk thresholds

= Essential to be patient for 5 years or more




Benchmark Construction

=  Categories in benchmark are significant and passively
implementable

Public Equity, Investment Grade Debt, Cash, High Yield Debft, REITs

= Specialty categories are excluded from the benchmark, but
have permitted ranges

Private Equity, Real Estate Opportunistic, Hedge Funds

= Equivalent stock/bond/cash risk is accounted for and offset
when investing in other asset categories

= Benchmark constructed to achieve 70% equity-like, 27%
bond-like, and 3% cash-like risk exposures




SDRS Return and Volatility Analysis

Using JP Morgan inputs i

Correlafion Matrix
Expected Standard Public Hedge IG HY Private

Return Deviation* Equity Funds Debt Cash Debt REITs Equity RE Opp
Public Equity 6.7% 17% 100%
Hedge Funds 3.8% 7% 16% 100%
Investment Grade Debt 4.6% 5% 26% -8% 100%
Cash 3.1% 1% 0% 5% 8% 100%
High Yield Debt 6.1% 9% 74% 10% 38% -5% 100%
REITs 8.0% 17% 77% 10% 39% -6% 67% 100%
Private Equity 9.9% 20% 78% 26% 0% 0% 72%  53% 100%
Real Estate Opportunistic 10.1% 19% 35% 1% -13%  -18%  35%  46% 34% 100%

Public Hedge IG HY Private  RE Expected Standard |

Equity Funds Debt Cash Debt REITs Equity Opp Return [Deviation (1yr)*:
Proposed Benchmark FY26** 56.3% 0.0% 22.8% 1.9% 7.0% 12.0% 0.0% 0.0% 6.27% 12.01% '
Actual Asset Allocation** 21.5% 0.9% 13.5% 36.7% 48% 0.0% 10.0% 12.6% 5.79% 7.01%

* Standard deviation is a measure of v olatility. There is a 68% chance of being within +/-1 standard deviation and a 95% chance of being within +/-2 standard
deviations.
**As of 3/31/25




SDRS Return and Volatility Analysis

Using SDIC inputs

Est.
Expected Return Volatility*
Public Equity 6.4% 21%
Hedge Funds 4.1% 1%
Investment Grade Debt 4.8% 8%
Cash 3.3% 2%
High Yield Debt 5.5% 12%
REITs 6.5% 25%
Private Equity 7.0% 30%
Real Estate Opportunistic 8.0% 33%
Public Hedge IG HY Private RE Expected |Est. Volaﬁliiyé
Equity Funds Debt Cash Debt REITs Equity Opp Return (1yr)*
Proposed Benchmark FY26** 56.3% 0.0% 22.8% 1.9% 7.0% 12.0% 0.0% 0.0% 5.93% 14.95%
Actual Asset Allocation** 21.5% 0.9% 13.5% 36.7%  4.8% 0.0% 10.0% 12.6% 5.25% 11.08%

* Standard deviation is a measure of v olatility. There is a 68% chance of being within +/-1 standard deviation and a 95% chance of being within +/-2 standard dev iations.
This measure has been adjusted to betterreflect frequency and magnitude of adv erse ev ents.
**As of 3/31/25




SDRS Return and Volatility Analysis

Using SDIC inputs
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SDRS Expected Long-Term Refurn Recap

= Benchmark asset allocation expected return is 5.93%

= Uses SDRS inflation assumption which can vary from SDIC inflation
assumption

Does not incorporate any negative dollar cost averaging effect nor
added value from the long-term confrarian investment approach

= Expectedreturns are the midpoint of a wide distribution with
a 50% chance of being higher and a 50% chance of being
lower

= Standard deviation is approx. 15% and is adjusted to reflect
real-world frequency of severe negative returns and
correlations during severe periods

= Conventionally measured standard deviation is approximately 12%




Additional Risk Control

= Risk control

Risk managed by broad diversification and reducing amounts in expensive
assefts

Adequate liquidity maintained to avoid liquidations of depressed assets
and to allow rebalancing

= Strength and determination to handle tough markets

Participation in the free enterprise economic system provides highest long-
term rewards but must endure short-term bumps in the road

= Strong funding and benefit design help manage downside

volatility

= In very difficult circumstances, benefits may require further adjustment to
maintain funding




Equity Valuation

Estimated future cash flows
Normal earnings

Growth rate

Discount rate comprised of

Inflation + real cash yield + ferm premium + risk premium

Value is discounted value of future cash flows

Adjustments to value
Monetary stimulus/restraint

= Earnings strength




Normal EPS

Book value multiplied by adjusted ROE
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Discount Rate

Discount rate used for valuation is comprised of the following
normalized components:

= Real T-bill yield

=  Expected inflation

= T-bill to 10-year term premium

= 10-year to 30-year term premium

= EQuity risk premium




Equity Price o Value

Raw and with monetary and earnings adjustments i
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Asset Allocation Implementation

= Equity-like and bond-like risk
= Meaningfully cheap or expensive to initiate over or under-weight
Move back toward fair value to remove over or under-weight

= Several steps between the benchmark and minimum and maximum levels

= Other category over and under-weights depend on
valuation relative 1o risk mapping

Equity-like, bond-like, and cash-like risk is offset by adjusting weight of
stocks, bonds, or cash
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