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Mission

MISSION
MOSERS exists to advance
the financial security of its members.

VISION
We endeavor to:
Exceed customer expectations
Educate stakeholders
Ensure sound investment practices
Encourage responsible funding of the plan
through a commitment to
Excellence. Always.

VALUES
Quality • Respect • Integrity
Openness • Accountability
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Professional Awards

Public Pension Standards Award

Certificate of Achievement for
Excellence in Financial Reporting

MOSERS’ Comprehensive Annual Financial Report for the
fiscal year ended June 30, 2017, was awarded the Certificate
of Achievement for Excellence in Financial Reporting by
the Government Finance Officers Association of the United
States and Canada (GFOA). This was the 29th consecutive
year that MOSERS has received this prestigious award. The
Certificate of Achievement is the highest form of recognition
for excellence in state and local government financial
reporting. To be awarded a Certificate of Achievement, a
government must publish an easily readable and efficiently
organized comprehensive annual financial report (CAFR).
The CAFR must satisfy generally accepted accounting
principles, applicable legal requirements, and GFOA
reporting standards.

MOSERS received the Public Pension Standards Award
from the Public Pension Coordinating Council (PPCC)
in 2017, in recognition of meeting professional standards
for plan design and administration as set forth in the
Public Pension Standards. This award is presented by
the PPCC, a confederation of the National Association
of State Retirement Administrators (NASRA), the
National Conference on Public Employee Retirement
Systems (NCPERS), and the National Council on Teacher
Retirement (NCTR).
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Letter of Transmittal
Missouri State Employees’ Retirement System

Mailing Address: PO Box 209, Jefferson City, MO 65102-0209
Phone: (573) 632-6100 • (800) 827-1063 | Fax: (573) 632-6103
Relay MO: 711 (Voice) • (800) 735-2966 (TTY)
Website: www.mosers.org | Email: mosers@mosers.org
Visit us at 907 Wildwood Drive, Jefferson City, MO

October 19, 2018
The Board of Trustees
Missouri State Employees’ Retirement System
907 Wildwood Drive
Jefferson City, MO 65109
To the Board of Trustees and Members of MOSERS:
I am pleased to submit the Comprehensive Annual Financial Report (CAFR) of the Missouri State Employees’ Retirement
System (MOSERS) for the fiscal year ended June 30, 2018. During FY18, the board and staff worked extensively and
collaboratively on solutions to ensure the fiscal sustainability of MOSERS for current and future members. I would like to
thank our trustees for their dedication and commitment. I am honored to have been chosen as your executive director this
year and look forward to serving our members in the same tradition of excellence that is the hallmark of MOSERS.
This CAFR is designed to provide an overview of the financial condition of MOSERS while also satisfying the reporting
requirements of state law as stipulated in Sections 104.480, 104.1006, and 105.661 of the Revised Statutes of Missouri
(RSMo), as amended. In addition to the Introductory Section, MOSERS’ CAFR also contains a Financial Section, Investment
Section, Actuarial Section and Statistical Section. This report is available on our website at www.mosers.org or in paper format
upon request.
Profile of MOSERS

MOSERS is a cost-sharing multiple-employer defined benefit pension plan that was established in 1957 by state law for the
purpose of providing retirement benefits to most state employees. MOSERS is governed by an 11-member board of trustees.
As of June 30, 2018, MOSERS serves 47,806 active employees and pays 48,207 benefit recipients.
In addition to retirement benefits, MOSERS administers term life and long-term disability insurance for most state
employees. MOSERS provides these benefits through insured defined benefit plans with The Standard insurance company.
We maintain membership information on those eligible and manage an internal service fund to track premiums collected
from employers and payments made to the insurance company.
MOSERS oversees the State of Missouri Deferred Compensation Plan (MO Deferred Comp). We administer this plan
through a contractual relationship with ICMA-RC as the third-party record keeper. The plan provides various investment
options to participants who retain responsibility for the investment of their individual accounts. MOSERS accounts for
administrative costs through an internal service fund. MO Deferred Comp issues separate audited financial statements
reflecting member investment activity.
Additionally, MOSERS oversees the College and University Retirement Plan (CURP), a mandatory 401(a) defined
contribution plan for education employees hired after June 30, 2002 by the regional colleges and universities that participate
in MOSERS. The employer contribution rate has traditionally been set at 1% below the employer normal cost for the
MSEP plan but, as part of changes included in Senate Bill 62 (passed in 2017), was set at a flat 6% for FY19 with a 2%
employee contribution rate for employees hired after July 1, 2018. TIAA is responsible for third-party administration and for
providing investment products to plan members.
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Introductory Section
Financial Statements

The financial statements in this report were prepared in accordance with accounting principles generally accepted in the
United States. Management is responsible for the preparation of this report and the fairness and integrity of the information
presented therein. Some amounts included in the financial statements and elsewhere may be based on estimates and
judgments. Management is responsible for maintaining a system of adequate internal controls designed to provide reasonable,
but not absolute, assurance that assets are properly safeguarded and that the financial statements are fairly stated. We believe
that the internal controls currently in place support this purpose and that the financial statements and accompanying
schedules are fairly presented in all material respects.
Williams-Keepers, LLC, our independent external auditors, conducted an audit of the basic financial statements in
accordance with U.S. generally accepted auditing standards. This audit and the financial statements and related notes are
presented on pages 17-55 of this report.
Management’s Discussion and Analysis in the Financial Section serves as an introduction to and overview of the financial
statements. Additional financial information can be found in the financial statements and schedules included in the
Financial Section of this report.
MOSERS is considered a component unit of the state of Missouri for financial reporting purposes and, as such, the financial
statements in this report are also included in the State of Missouri Comprehensive Annual Financial Report.
Investments

MOSERS’ investment portfolio generated a time-weighted return of 7.4%, net of fees, for FY18. The total fund returned
2.6% more than would have been expected through passive investing in the benchmarks. Our investment portfolio is
designed to mitigate risk and reduce fees. During FY18, our staff reduced investment management fees by $9 million.
Additional detailed information regarding MOSERS’ investments, including policies and strategies, can be found in the
Investment Section on pages 75-96.
Actuarial Information

The board hires an external actuarial consultant to perform an actuarial valuation of its plans each year. The valuations use
economic and demographic assumptions adopted by the board based upon experience studies conducted at least every five
years. The most recent full experience study was adopted effective June 30, 2016.
During FY18, the board authorized an economic assumption and actuarial methods review to be performed by its external
actuaries, Cavanaugh Macdonald Consulting, LLC. After considerable deliberation, the board adopted multiple changes
based upon the results and recommendations of this study. The assumption change with the most substantial financial
impact to the plans was the approval of the reduction of the assumed rate of return on investments from 7.5% to 7.25%,
effective June 30, 2018. The board expressed the intention of further reducing the rate to 7.10%, effective June 30, 2019, and
to 6.95%, effective June 30, 2020.
The board also adopted a more traditional five-year closed asset smoothing method with a seven-year transition period for
previous losses. This was a change from the previous five-year open (rolling) smoothing method of determining the actuarial
value of assets. Thirdly, the board approved resetting the amortization period for the unfunded actuarial accrued liability
from 26 years to a layered 30-year closed period. Together, these changes will cause employer contributions to increase and
our funded status to decrease in the short term, but they will work to ensure MOSERS’ sustainability over the long term.
To allow for more predictable and stable contribution rates, MOSERS’ funding is based upon the actuarial value of assets
which smooths asset gains and losses over a five-year period. As of June 30, 2018, the MSEP was 64.9% pre-funded and the
Judicial Plan was 27.3% pre-funded on an actuarial basis. The MSEP experienced a decrease from the June 30, 2017, funded
status of 67.5%. The Judicial Plan reflected an increase from the June 30, 2017, funded status of 26.9%.
The required opinion letter from the board’s retained actuary is contained on pages 97-98. Additional information regarding
the financial condition of the pension trust funds can be found in the Actuarial Section of this report.
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Introductory Section
Legislative Changes

•

House Bill 2005 – The General Assembly authorized the appropriation of $413 million to MOSERS for FY19, which
will fully fund the board certified employer contribution rate. This dollar amount was generated from the contribution
rates calculated in the annual actuarial valuations performed by MOSERS’ retained actuarial professionals and certified
by the MOSERS Board of Trustees at its September 2017 meeting. On June 29, 2018, Governor Parson signed the FY19
budget bills passed by the General Assembly, including the MOSERS appropriation contained in HB 2005.

Administrative Initiatives

MOSERS staff completed several administrative initiatives during the year. Some of the more notable items are
outlined below.
•

Implementation of Senate Bill 62 – Senate Bill 62, approved during the 2017 legislative session:
– Gave the MOSERS board authority to establish a buyout program for eligible inactive-vested members
–

Changed the vesting requirement for the MSEP 2011 from 10 years to 5 years

–

Made changes to the College & University Retirement Plan (CURP)

MOSERS implemented the buyout program in FY18 notifying approximately 17,000 members of their eligibility for
the one-time payment. More than 4,300 members elected this option with total payments exceeding $60 million. The
program ultimately reduced the plan’s unfunded liability by more than $40 million, saving employers approximately
$3 million in contributions annually over the next 30 years. Authorization for the board to offer this program expired
May 31, 2018.
By the end of FY18, 3,277 members of MSEP 2011 became vested and 27 members retired as a result of the vesting
change in Senate Bill 62. In order to make this possible, staff re-coded 47 system programs and updated 22 different
types of member documents.
As noted above, Senate Bill 62 also increased the employer contribution rate for the CURP to a flat 6% beginning in
FY19 and requires new employees first employed on or after July 1, 2018 to contribute 2% of pay to the CURP.

8

•

Project Phoenix – MOSERS’ dedicated project team continued work to replace our pension administration system.
With the help of Linea Solutions, the MOSERS staff issued a request for proposal and selected Tegrit as its software
partner and will begin implementing their Arrivos product in FY19. Data cleansing work continued during the year with
the help of ICON Integration. Because of this effort, we currently have more than 12 million records conditioned for use
in the new data structure.

•

Human Resources Information and Payroll System – During FY18, MOSERS selected and implemented BambooHR,
a new Human Resources Information and Payroll System. Employees use BambooHR to submit leave, update
their demographics, locate coworker contact information, complete performance reviews, and review their pay and
benefit information.

•

Board Investment Consultant – Staff issued a request for proposal and the board selected Verus Advisory, Inc. to
provide asset consulting services. Verus performed an asset liability study at the direction of the board and facilitated the
adoption of a modified asset allocation policy.

•

Governance and Strategic Planning – Staff issued a request for proposal and selected Mosaic Governance Advisors to
assist the board and staff in the development of updated governance policies and to provide recommendations for an
organization-wide strategic plan.
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Introductory Section
Awards

MOSERS received the Certificate of Achievement for Excellence in Financial Reporting by the Government Finance
Officers Association of the United States and Canada (GFOA) for its comprehensive annual financial report for the
fiscal year ended June 30, 2017. This was the 29th consecutive year that MOSERS has received this prestigious award. In
order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. The report must satisfy generally accepted accounting principles and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive
annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to
the GFOA to determine its eligibility for another certificate.
MOSERS received the Public Pension Coordinating Council (PPCC), Public Pension Standards Award, in recognition of
meeting the professional standards for plan design and administration as set forth in the Public Pension Standards. This
award is presented by the PPCC, a confederation of the National Association of State Retirement Administrators (NASRA),
the National Conference on Public Employee Retirement Systems (NCPERS), and the National Council on Teacher
Retirement (NCTR).
MOSERS also received two awards from the National Association of Government Communicators (NAGC) including a
first place award for our Benefits U Human Resources Conference materials and an Award of Excellence for our Member
Login Video Tutorial.
These prestigious awards recognize MOSERS for financial and professional standards of excellence and are gratifying to
MOSERS’ staff.
Conclusion

This report is a product of the combined efforts of MOSERS staff and advisors functioning under the board’s leadership. It
is intended to provide complete and reliable information that facilitates the management decision making process, serves as
a means for determining compliance with legal requirements, and allows for the evaluation of responsible guardianship of
system funds.
Copies of this report are provided to the Governor, State Auditor, and the Joint Committee on Public Employee Retirement
of the General Assembly. Their support contributes to the success of MOSERS.
In reflecting on the year that was FY18 and all its activities here at MOSERS, we continue to be reminded that it is the
long-term security of the benefits we administer that is most important. Those things that are of the highest quality and of
the most value require a commitment of time, skill, hard work, sacrifice, and dedication to produce. Built well and properly
maintained, they endure for generations. We know our members rely on their benefits now and far into the future. The
decisions and initiatives completed by the board and our staff this year all work together to foster the long-term sustainability
of the system. As we move into FY19, we, the staff of MOSERS, will continue to “roll up our sleeves” and work hard for our
members, the board, and all our stakeholders. It is our honor to work for this great state and its citizens.
Respectfully submitted,

Ronda Stegmann
Executive Director
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Letter from the Board Chairwoman
Missouri State Employees’ Retirement System

Mailing Address: PO Box 209, Jefferson City, MO 65102-0209
Phone: (573) 632-6100 • (800) 827-1063 | Fax: (573) 632-6103
Relay MO: 711 (Voice) • (800) 735-2966 (TTY)
Website: www.mosers.org | Email: mosers@mosers.org
Visit us at 907 Wildwood Drive, Jefferson City, MO

October 19, 2018
Dear Members:
On behalf of the board of trustees, I am pleased to present the MOSERS Comprehensive Annual Financial Report for the
fiscal year ended June 30, 2018. Much like the stately tree illustrated on this year’s report cover, MOSERS has grown over
the past 61 years in its commitment to provide greater financial security to you for your service to the state of Missouri and
its citizens.
During FY18, the MOSERS Board of Trustees continued its ongoing commitment to security and stability by establishing
three committees, comprised of three to five board members, to delve into MOSERS-specific topics. Committee members
gained a stronger understanding of the important areas of:
•

investments;

•

strategic planning and governance; and

•

procurement of the new pension administration system.

Committee members dedicated additional time and expertise, which resulted in robust analysis benefiting the board as a
whole and our stakeholders.
During FY18, board and staff members implemented several initiatives including:
•

developing a new asset allocation for the $8 billion MOSERS trust fund;

•

embarking on re-writing the board’s governance policies in FY19;

•

engaging in a comprehensive environmental scan and analysis of our strengths, weaknesses, opportunities, and threats in
preparation for a renewed strategic planning effort; and

•

modifying the system’s funding policy, after considerable deliberation, to lower MOSERS’ investment return assumption.
The new assumptions more accurately reflect capital market expectations. While this decision will result in higher annual
employer contribution requirements in the short-term, we believe this prudent action will strengthen the financial
position of the system and enhance the retirement security of our members over the long-term.

On behalf of the board and staff, I would like to recognize Mr. Joe Carmichael, Ms. Shannon Owens, Mr. Antwaun Smith,
Representative Justin Alferman, and Representative Mike Bernskoetter for their hard work and dedication while serving
as trustees. Four new trustees were named to the board during FY18 including Ms. Jenny Jacobs, Mr. Joe Keifer, Mr. Gary
Metzger, and Representative Scott Fitzpatrick. Trustees devote many hours in fulfilling their fiduciary duties. Our newer
trustees have already made substantial contributions of time and service to board discussion and decisions.
As we look forward to another fiscal year and the opportunities it will provide, I wish to thank the MOSERS staff for
their dedication and professionalism. I also wish to express my appreciation to you, our members, for your commitment
and service to this great state and its citizens. As a fellow state employee, I know many of the challenges you face and I am
honored to serve as one of your representatives on the MOSERS board. If you ever have any questions, please contact us at
MOSERS, P.O. Box 209, Jefferson City, MO 65102, call us at (800) 827-1063, or visit our website at www.mosers.org.
Sincerely,

Crystal Wessing, Chairwoman
Board of Trustees
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Board of Trustees

Crystal Wessing – Chairwoman
Elected Active Member
Gary Metzger – Vice Chairman
Governor Appointed Member

Representative Scott Fitzpatrick
House Appointed Member
Jenny Jacobs
Elected Active Member
Joe Keifer
Governor Appointed Member

Dr. Donald Martin
Retired Elected Member
State Treasurer Eric Schmitt
Ex-Officio Member
Commissioner Sarah Steelman
Office of Administration
Ex-Officio Member

Senator Wayne Wallingford
Senate Appointed Member
Senator Gina Walsh
Senate Appointed Member
Representative John Wiemann
House Appointed Member
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Administrative Organization
Ronda Stegmann
Executive Director
• Cindy Rehmeier, Manager − Defined Contribution Plans
• Nicki Russell, Chief Auditor
• Abby Spieler, Chief Counsel
• Lisa Verslues, Human Resources Coordinator
• Lori Woratzeck, Chief Finance Officer

Mark J. Murphy
Deputy Executive Director • Operations
Chief Operations Officer
• Andrea Binkley, Chief Benefits Officer
• Stacy Gillmore, Chief Technology Officer
• Lori Leeper, Board & Operations Projects Coordinator
• Carson Lepper, Project Manager
• Candy Smith, Communications Manager & Public Information Officer

Seth Kelly
Deputy Executive Director • Investments
Chief Investment Officer
• Shannon Davidson, Deputy Chief Investment Officer
• Patrick Morgan, Investment Legal & Compliance Counsel
• Scott Peppard, Manager − Illiquid Alpha Strategies
• Tyson Rehfeld, Manager − Global Rates & Credit
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About MOSERS

Purpose

MOSERS was established September 1, 1957, and is governed by laws of the state of Missouri.
MOSERS provides retirement, survivor, and disability benefits, as well as life insurance and deferred compensation plan
management to its members.
MOSERS administers benefits for most state employees, including members of the Missouri General Assembly, elected
state officials, and judges. MOSERS is responsible for administering benefits as set forth in state law and bears a fiduciary
obligation to the state employees who are its members.
Administration

State law provides that responsibility for the administration of MOSERS is vested in an 11-member board of trustees. The
board is comprised of the following:
• two members of the Senate appointed by the President Pro Tem of the Senate;
• two members of the House of Representatives appointed by the Speaker of the House;
• two members appointed by the Governor;
• the State Treasurer;
• the Commissioner of Administration; and
• three system members: two active members elected by the active and inactive-vested members, and one retiree elected by
the retired members.
The day-to-day management of MOSERS is delegated to the executive director who is appointed by the board and serves
at its pleasure. The executive director acts as advisor to the board on all matters pertaining to the system, contracts for
professional services, and employs the remaining staff needed to manage the system.
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Organization

The executive director, chief operations officer, and chief investment officer are responsible for planning, organizing, and
administering the operations of the system under the broad policy guidance and direction of the board.
Executive

The executive staff provide administrative support by assisting the executive director, chief operations officer, and chief
finance officer in the major legal, financial, operational, and oversight functions. Human resources, which includes oversight
of general building maintenance, is also represented in this section.
MOSERS’ office is divided into six administrative sections that perform specific functions for the system.
Benefits

Staff in the benefits section are responsible for all member data, benefit verifications and inceptions, as well as contact with
members regarding the benefit programs administered by MOSERS (retirement, life insurance, and long-term disability
insurance). This team also conducts educational seminars in 16-plus cities around the state each year and host webinars to
inform members about their MOSERS benefits.
Communications

Communications staff are responsible for presenting information in clear and concise ways to facilitate effective, wellinformed decision-making, planning, and action. They produce materials for members regarding the benefits administered
by MOSERS including publications such as newsletters, handbooks, forms, brochures, and the annual report. Additionally,
this team works in conjunction with information technology staff on electronic materials and tools such as the public, board,
secure member, and internal websites. This section coordinates activities and processes for the organization that facilitate
strategic thinking, planning, and implementation.
Finance

The staff in this section are responsible for all financial records of the programs administered by MOSERS, including
the preparation of financial and statistical reports and purchasing functions for MOSERS. This team interfaces with the
investment custodian, internal investment managers, Office of Administration accounting, state of Missouri employers,
life insurance companies, actuaries, banks, and the IRS. They are also responsible for all billing, payment processing, and
balancing of member and employer contributions.
Information Technology

The information technology section provides computer and technical design support for MOSERS’ administrative activities.
This team is responsible for developing and maintaining the automated systems used to administer benefits. They are
also responsible for the document imaging system, network, unified communication system, and personal computers.
Information technology and communications staff are jointly responsible for MOSERS’ websites.
Investments

The investments staff provides investment management and consulting services to the system. Primary functions include
managing assets internally, selecting external managers for portions of the portfolio, researching and implementing portfolio
allocation shifts and rebalancing, providing technical advice, serving as a liaison to the investment community, and
informing and advising the board and executive director on financial, economic, and political developments which may
affect the system. This team works closely with external investment consultants, legal counsel, and the executive director.
Project Management

The responsibilities of staff in this area include business continuity preparation and planning, business process mapping and
analysis to identify efficiencies, and mitigate risk. This team is responsible for the selection and implementation efforts of a
new pension administration solution to replace MIBS. This includes working closely with multiple external vendors focused
on data preparation and systems design.
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Outside Professional Services
Actuary
			
• Cavanaugh Macdonald Consulting, LLC

Investment Risk Management 		
• MSCI BarraOne

Auditor 			
• Williams-Keepers, LLC

Master Custodian				
• Bank of New York Mellon

Governmental Consultant
• Gamble & Schlemeier, Ltd.

Securities Lending Advisor 		
• Deutsche Bank AG, New York Branch			

			

Human Resources Consultant
• Korn Ferry

Investment Advisors				
• Actis Emerging Markets, LLP

Information Technology Consultants
• Secureworks

• Alinda Capital Partners, LLC

• World Wide Technology

• AQR Capital Management, LLC

• Alliance Bernstein Defined Contribution Investments
• Axiom Asia Private Capital

Legal Counsel 			
• Purrington Moody Weil, LLP

• Axxon Management, LP

• Thompson Coburn, LLP

• Bayview Asset Management, LLC

Pension System Administration Consultants		
• ICON Integration and Design, Inc.

• Blackstone Alternative Asset Management, LP

• Linea Solutions			

• BlackRock Financial Management, Inc.
• Blackstone Real Estate Advisors
• Blakeney Management, Ltd.

Risk Management Consultant 		
• Charlesworth & Associates, LC		

• Bridgewater Associates, LP

Third-Party Administrators			
• ICMA-RC				
Deferred Compensation Plan			

• CarVal Investors, LLC

• The Standard			
Life Insurance and Long-Term Disability Insurance

• Cornwall Capital Management, LP

• TIAA				
College and University Retirement Plan

• Campbell Global
• Catalyst Capital Group, Inc.
• Catterton Partners
• Development Partners International
• DRI Capital, Inc.

Investment Management Consultants
• Blackstone Alternative Asset Management, LP
Hedge Fund Asset Consultant		

• EIG Global Energy Partners, LLC
• Elliott International Capital Advisors, Inc.
• Eton Park Capital Management, LP

• Summit Strategies Group			
General Asset Consultant
		

• Farallon Capital Management, LLC

• TimberLink Consulting, LLC			
Timberland Consultant

• Glenview Capital Management, LLC

• Verus Advisory, Inc.
Board Investment Consultant

• Harvest Fund Advisors, LLC

• Gaoling Fund, LP
• Global Forest Partners, LP
• HBK Investments, LP
Outside Professional Services continued on page 16
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Outside Professional Services continued from page 15

• JLL Partners, LP

• Resource Management Service, LLC

• King Street Capital Management, LP

• Silchester International Investors

• Linden Capital Partners, LLC

• Silver Creek Capital Management, LLC

• Mast Capital Management, LLC

• Silver Lake Partners, LP

• Merit Energy Company

• Silver Point Capital, LP

• MHR Institutional Partners, LLC

• SIR Capital Management, LP

• Millennium Technology Value Partners, LP

• Siris Capital Group, LLC

• Moon Capital Management, LP

• State Street Global Advisors

• NISA Investment Advisors, LLC

• StepStone Group

• Oaktree Capital Management, LP

• Stone Harbor Investment Partners, LP

• Pacific Alternative Asset Management Company, LLC

• Visium Asset Management, LP

• Perry Partners, LLC

• Voya Financial

• Pharo Global Advisors, Ltd.

• Wellington Management Company, LLP			
								
		

Investment management, custodial and consulting fees can be found in the Schedule of Investment Manager Fees on page 87. The Opportunistic
Global Equities - Schedule of Brokerage Activity can be found on page 90. Additional information on investment managers can also be found in
the Investment Section of this report.
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