Rescheduled Regular Meeting of the

Board of Directors
City of Texarkana, Arkansas
216 Walnut Street

Agenda - Monday, December 07, 2020 - 4:00 PM

THIS WILL BE A VIRTUAL MEETING HOSTED BY ZOOM AND
WILL BE STREAMED LIVE ON THE CITY'S YOUTUBE PAGE.

https://www.youtube.com/channel/UC2zU0208zTodtzQ8IuiWL20Q

Call to Order

Roll Call

CONSENT

1.
2.

|wo

Approval of the minutes of the regular rescheduled meeting November 16, 2020. (CCD)

Adopt a Resolution to amend the General Fund Budget for an additional contribution to the
Texarkana Arkansas Public Employee Retirement System (TAPERS). (FIN)

Adopt a Resolution authorizing the City Manager to enter into a Construction Contract with
Contech Contractors, Inc. for the Renovation of the Texarkana Rec Center.

REGULAR

4.

|0

Adopt an Ordinance authorizing the issuance of Franchise Fee Secured Refunding Revenue
Bonds, Series 2021; authorizing a Trust Indenture; authorizing the sale of the bonds and the
execution of a Bond Purchase Agreement. (FIN) Finance Director TyRhonda Henderson and
Jim Fowler, Rose Law Firm, and Jason Holslaw, Stephens, Inc.

An emergency clause is requested. An emergency clause requires a separate and distinct
vote of the board and is valid only if there is a two-thirds vote of approval by the Board.

Adopt a Resolution to amend the FY 2020 General Fund and Public Works Department
Budget and authorize hazard pay to all City of Texarkana, Arkansas employees and Texarkana
Water Utilities (TWU) employees due to the COVID-19 pandemic. (FIN) Finance Director
TyRhonda Henderson.


https://www.youtube.com/channel/UC2zU02o8zTodtzQ8IuiWL2Q

CITIZEN COMMUNICATION - TO HAVE PUBLIC COMMENTS READ DURING THE
MEETING, PLEASE SUBMIT THEM BY 10:00 AM, MONDAY, DECEMBER 7, 2020, TO
HEATHER SOYARS, CITY CLERK AT heather.soyars@txkusa.org.

A limit of five (5) minutes per person is allotted for citizens to express their concerns to the
Board of Directors, with a maximum of fifty (50) minutes reserved for Citizens
Communication. The Board of Directors cannot respond to citizens’ concerns during this time.

NEXT MEETING DATE: Monday, December 21, 2020.

ADJOURN



CITY OF TEXARKANA, AR
BOARD OF DIRECTORS

AGENDA TITLE:

Approval of the minutes of the regular rescheduled meeting November
16, 2020. (CCD)

AGENDA DATE: December 7, 2020

ITEM TYPE: Ordinance[d Resolution(] OtherXl: Minutes
DEPARTMENT: City Clerk Department

PREPARED BY: Heather Soyars, City Clerk

REQUEST: Approval of meeting minutes.
EMERGENCY CLAUSE: N/A

SUMMARY': Approval of meeting minutes

EXPENSE REQUIRED: N/A

AMOUNT BUDGETED: N/A

APPROPRIATION N/a

REQUIRED:

RECOMMENDED The City Clerk recommends Board approval.
ACTION:

EXHIBITS: Meeting minutes.



Rescheduled Regular Meeting of the Board of

Directors
City of Texarkana, Arkansas
216 Walnut Street

Minutes - Monday, November 16, 2020 - 4:00 PM

THIS VIRTUAL MEETING WAS HOSTED BY ZOOM AND STREAMED LIVE ON
THE CITY'S YOUTUBE PAGE.

https://www.youtube.com/channel/UC2zU0208zTodtzQ8IuiwL2Q

Mayor Allen Brown called the meeting to order at 4:00 PM.

PRESENT: Mayor Allen Brown, Assistant Mayor Ward 1 Linda Teeters, Ward 2 Director Laney
J. Harris, Ward 3 Director Steven Hollibush, Ward 4 Director Ulysses Brewer, Ward 5 Director
Barbara S. Miner, and Ward 6 Director Terri Peavy.

ALSO PRESENT: City Manager Dr. Kenny Haskin, City Attorney George Matteson, City Clerk
Heather Soyars and Deputy City Clerk Jenny Narens.
CONSENT

Assistant Mayor Teeters made the motion to adopt the Consent agenda, Seconded by Director
Brewer. The motion carried and the following items were approved:

1. Approval of the minutes of the regular rescheduled meeting November 2, 2020. (CCD)

2. Resolution No. 2020-40 made appointments to the Historic District Commission. Jamie
Simmons for the current vacant term of 1/17/2018----2021 and the reappointment of Doris
Davis for the term of 1/17/2020----2023. (CCD)

REGULAR

3. Resolution No. 2020-41 authorized the issuance by the City of Texarkana, Arkansas Public
Facilities Board of its Bond Anticipation Note and its taxable lease Revenue Bonds, Series
2020. (PFB)

City Planner Mary Beck said this was to acquire land for industrial development. She said the
City could not own the land so the Public Facilities Board would be the interim body.

Motion to adopt the resolution made by Director Brewer, Seconded by Director Peavy.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush,
Director Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the Mayor declared the resolution adopted.



4. Ordinance No. 13-2020 authorized the execution and delivery of a Lease Agreement and
Interlocal Cooperation Agreement between the City of Texarkana, Arkansas Public Facilities
Board, the City of Texarkana, Arkansas, and Miller County, Arkansas. (PFB)

Jim Fowler, Rose Law Firm, said this was the final action of the Board of Directors to enter into a
Lease Agreement and Interlocal Cooperation Agreement with the Public Facilities Board and
Miller County. He said the Interlocal Cooperation Agreement was submitted to the Arkansas
Attorney General and was approved.

Motion to suspend the rules and place the ordinance on its first reading in abbreviated form made
by Assistant Mayor Teeters, Seconded by Director Brewer.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the ordinance was read the first time in abbreviated form.

Motion to suspend the rules and place the ordinance on its second reading in abbreviated form
made by Director Miner, Seconded by Director Brewer.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the ordinance was read the second time in abbreviated form.

Motion to suspend the rules and place the ordinance on its third and final reading in abbreviated
form made by Director Brewer, Seconded by Assistant Mayor Teeters.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the ordinance was read the third and final time in abbreviated form.
Motion to adopt the ordinance made by Director Hollibush, Seconded by Director Brewer.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the Mayor declared the ordinance adopted.

An emergency clause is requested. An emergency clause requires a separate and distinct
vote of the board and is valid only if there is a two-thirds vote of approval by the Board.

Motion to approve the emergency clause made by Director Peavy, Seconded by Assistant Mayor
Teeters.

Director Hollibush questioned the reason for the emergency clause.

Mayor Brown said the emergency clause was needed to close on the project before the end of the
year.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the Mayor declared the emergency clause approved.



5. Ordinance No. 14-2020 authorized the City Manager to purchase an ABI Force Z23 Infield
Groomer Laser Grader for the Public Works Department Parks Division. (PWD)

Director Peavy asked if this were a new piece of equipment or a replacement.

Sports Manager Adam Dalby said this would be a new piece of equipment. He said right now the
Parks Department had a bunker rake and it could only do a few things. Mr. Dalby said the new
equipment was laser ready and had several different attachments to help reduce manpower.

Assistant Mayor Teeters said she was thankful for the Parks Department for keeping the ballparks
in excellent condition. She said the ball tournaments brought in a lot of money and it would be
detrimental if the City lost the ability to host those events.

Motion to suspend the rules and place the ordinance on its first reading in abbreviated form made
by Assistant Mayor Teeters, Seconded by Director Hollibush.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the ordinance was read the first time in abbreviated form.

Motion to suspend the rules and place the ordinance on its second reading in abbreviated form
made by Director Brewer, Seconded by Director Hollibush.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the ordinance was read the second time in abbreviated form.

Motion to suspend the rules and place the ordinance on its third and final reading in abbreviated
form made by Director Hollibush, Seconded by Director Miner.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the ordinance was read the third and final time in abbreviated form.
Motion to adopt the ordinance made by Director Miner, Seconded by Director Brewer.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the Mayor declared the ordinance adopted.

An emergency clause is requested. An emergency clause requires a separate and distinct
vote of the board and is valid only if there is a two-thirds vote of approval by the Board.

Director Hollibush questioned the need for the emergency clause.
Assistant Mayor Teeters said the emergency clause was needed or the City could lose the bid.
Sports Manager Adam Dalby said yes, the bid could increase. The price goes up daily.

Motion to approve the emergency clause made by Assistant Mayor Teeters, Seconded by Director
Hollibush.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.



The motion carried 7-0 and the Mayor declared the emergency clause approved.

6. SECOND READING - Adopt an Ordinance repealing Ordinance No. H-123, as amended,
modified, or codified, dissolving the Advertising and Promotion Commission of the City of
Texarkana, Arkansas, and repealing the levy of corresponding gross receipts tax. (BOD) (This
ordinance was sponsored by Director Steven Hollibush)

The ordinance was read the second time in abbreviated form.

After some discussion by the Board and City Attorney a workshop was proposed to discuss
amending this ordinance.

Director Hollibush made a motion to table the ordinance.
Mayor Brown declared the motion failed for lack of a second.

After more discussion concerning this ordinance, the Board decided to take a vote, rather than
leaving the ordinance tabled indefinitely.

Motion to suspend the rules and place the ordinance on its third and final reading in abbreviated
form made by Director Harris, Seconded by Director Peavy.

Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0 and the ordinance was read the third and final time in abbreviated form.
Motion to adopt the ordinance made by Assistant Mayor Teeters, Seconded by Director Brewer.
Voting Yea: Director Hollibush.

Voting Nay: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Brewer, Director
Miner, and Director Peavy.

The Mayor declared the motion to adopt the ordinance failed by a 1-6 vote.

CITIZEN COMMUNICATION

Director Harris asked why the lease was not renewed for the Jamison Center of Kindness at Iron
Mountain Center. He also asked if there were a code of conduct for Directors supporting
candidates against the incumbents during an election.

City Manager Dr. Kenny Haskin said the community complained about the lack of activity at the
center and the City would accept applications from organizations interested in leasing the center.

NEXT MEETING DATE: Monday, December 7, 2020
ADJOURN

Motion to adjourn made by Director Miner, Seconded by Assistant Mayor Teeters.



Voting Yea: Mayor Brown, Assistant Mayor Teeters, Director Harris, Director Hollibush, Director
Brewer, Director Miner, and Director Peavy.

The motion carried 7-0. The meeting adjourned at 5:03 PM.

APPROVED this the 7th day of December, 2020.

Allen L. Brown, Mayor

Heather Soyars, City Clerk



CITY OF TEXARKANA, AR
BOARD OF DIRECTORS

AGENDA TITLE:

Adopt a Resolution to amend the General Fund Budget for an additional
contribution to the Texarkana Arkansas Public Employee Retirement
System (TAPERS). (FIN) Finance Director TyRhonda Henderson

AGENDA DATE: December 7, 2020

ITEM TYPE: Ordinancel] ResolutionXX Other[1:

DEPARTMENT: Finance

PREPARED BY: TyRhonda Henderson, Finance Director

REQUEST: $150,000

EMERGENCY CLAUSE: N/A

SUMMARY:: The TAPERS committee met on November 18, 2020 to discuss the

current position of the TAPERS retirement plan. GRS, the actuaries for
the TAPERS plan, informed the committee that the $100,000
contribution in addition to the 10% of payroll is not enough to sustain
the plan. At the current funding level, plan assets are expected to exhaust
by 2028. GRS is recommending an additional allocation of $390,000,
total of $490,000 plus 10% of payroll, for the next 20 years in order to
fully fund the plan. At any point that fund assets are fully exhausted, the
City will be responsible to paying all retirement benefits. At this time,
the TAPERS committee is recommending that the City increase
additional contributions from $100,000 to $150,000 in 2021 with the
intention of reviewing the allocation annually during the budget process.

EXPENSE REQUIRED:

$150,000

AMOUNT BUDGETED:  $100,000

APPROPRIATION $50,000

REQUIRED:

RECOMMENDED City Manager and staff recommends adoption

ACTION:

EXHIBITS: Resolution, GRS TAPERS Presentation, TAPERS Projection, and

TAPERS Valuation Report



RESOLUTION NO.

WHEREAS, GRS, the actuaries for the Texarkana Arkansas Public Employee
Retirement System (TAPERS) plan, informs the TAPERS Committee that the current City
contribution to the plan of $100,000.00 in addition to 10% of payroll is not suffiecent to
sustain the plan; and

WHEREAS, the TAPERS Committee recommends that the current $100,000.00
be increased to a total of $150,000.00 annually; and

WHEREAS, it is necessary to amend the FY2021 Budget for such additional
allocation and expense; and

WHEREAS, the City Manager and staff recommend Board approval,

NOW, THEREFORE, BE IT RESOLVED, by the Board of Directors of the City
of Texarkana, Arkansas, that the FY2021 Budget is hereby amended to include an
additional $50,000.00 contribution to the TAPERS Retirement Plan as contemplated
above.

PASSED AND APPROVED this 7" day of December, 2020.

Allen L. Brown, Mayor
ATTEST:

Heather Soyars, City Clerk

APPROVED:

George Matteson, City Attorney



TAPERS
July 1, 2020 Actuarial Valuation

November 18, 2020
Retirement Committee Meeting

Danny White, FSA, EA, MAAA
Tom Bevins, ASA, MAAA




Summary of Valuation Results

* Unfavorable asset experience

— Annual return of -1.20% compared to 6.00%
assumption (5.00% prospectively)

— $233k less in assets than expected
* Liability losses
o $895k due to investment return from 6.00% to 5.00%

o $41k due to mortality table changes
> $105k due to demographic experience

* Decrease in funded ratio
— 34.8% in 2020 (44.6% in 2019)
— Plan in need of additional appropriations

‘GRS ‘



Summary of Valuation Results (cont.)

Demographic Information

2020 2019

Number of Participants

Active 14 14

Transitioned 14 18

Retirees & Beneficiaries 33 33

Inactive Participants 33 32

Total 94 97
Annualized Covered Payroll S 620,511 S 597,900
Employer Contributions S 150,227 S 108,742
Member Contributions 13,379 12,582
Total Contributions S 163,606 S 121,324
Benefit Distributions during the
prior plan year S 478,343 S 467,864

GRS




Summary of Valuation Results (cont.)

Financial Information

Discount Rate
Liability

Assets

Unfunded Liability
Funded Ratio

Annual Cost

Funding Basis

Accounting Basis

5.00%
S 8,665,386
S 3,018,364
S 5,647,022

34.8%
S 540,985

2.58%*
S 11,691,686
S 3,018,364
S 8,673,322
25.8%
S 1,667,143

*Blend of 5.00% funding assumption and 2.45% municipal bond rate




Projected Unfunded Liabllity
(Updated for 2020)

Unfunded Actuarial Accrued Liability Determined on a Funding Basis
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Projected cost based on the actuarial valuation assumptions. Investment return assumption of 6% and 5% for 2019 and 2020, respectively.
2019 and 2020 projections assume $50k and$100k, respectively, in additional annual appropriations from the City.
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Projected Retirement Plan Cost
- Liability and Assets

$10
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==¢==Projected Plan Liability

==@= Projected Plan Assets - Current Funding Arrangement with $490k Annual Appropriations

= = «Projected Plan Assets - Current Funding Arrangement with $100k Annual Appropriations

Projected cost based on the actuarial valuation assumptions, including a 5.00% investment return assumption.
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Projected Plan Liablility and Assets
- Before and After 2012 Plan Change
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- M-« Projected Plan Assets - 2012 Funding Arrangement with $0 Annual Appropriations (before Plan change)**

Projected cost based on the actuarial valuation assumptions. Investment return assumption of 5.0% in 2020, 6.0% prior.
* Actual amounts for 2020 and prior.
** Projected results performed for 2012 valuation, which includes different mortality assumption
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Projected Retirement Plan Cost
- Annual Cash Cost

City’s Projected Cost of Maintaining the Defined Benefit Plan
Under Alternative Funding Strategies
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e 2020 Projected DB Plan Cost with $100k Appropriations

== 2020 Projected DB Plan Cost with $490k Appropriations
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Projected Retirement Plan Cost (cont.)
- Annual Cash Cost

Table 1. Table 2.
aotlllqaoruasr:::sr'\ts $100k Annual Appropriations $490k Annual Appropriations*
Year DB Plan DC Plan Total Year DB Plan DC Plan Total
2020 S 145 S 192 $ 337 2020 S 535 $ 192 $ 727 *Recommended
2021 125 219 344 2021 515 219 734 funding policy to
2022 126 225 351 2022 516 225 741 attain a 100%
2023 127 232 359 2023 517 232 749 funded ratio in
2024 127 239 366 2024 517 239 756 approximately 20
2025 128 246 374 2025 518 246 764 years.
2026 129 254 383 2026 519 254 773
2027 127 264 391 2027 517 264 781
2028 263 277 540 2028 513 277 790
2029 595 288 883 2029 511 288 799
2030 603 299 902 2030 509 299 808
2031 622 313 935 2031 504 313 817
2032 642 329 971 2032 498 329 827
2033 661 345 1,006 2033 493 345 838
2034 668 358 1,026 2034 490 358 848
2035 652 369 1,021 2035 490 369 859
2036 638 380 1,018 2036 490 380 870
2037 625 391 1,016 2037 490 391 881
2038 609 403 1,012 2038 490 403 893
2039 594 415 1,009 2039 490 415 905

Projected cost based on the actuarial valuation assumptions and assumes a constant future workforce.
Projected asset depletion year shown in bold, if applicable.
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Projected Retirement Plan Cost (cont.)
- Annual Cash Cost

Table 3. Table 4.
aotlllqaoruasr:::sr'\ts $200k Annual Appropriations $300k Annual Appropriations

Year DB Plan DC Plan Total Year DB Plan DC Plan Total

2020 $ 245 S 192§ 437 20200 $ 345 $ 192 $ 537
2021 225 219 444 2021 325 219 544
2022 226 225 451 2022 326 225 551
2023 227 232 459 2023 327 232 559
2024 227 239 466 2024 327 239 566
2025 228 246 474 2025 328 246 574
2026 229 254 483 2026 329 254 583
2027 227 264 491 2027 327 264 591
2028 223 277 500 2028 323 277 600
2029 221 288 509 2029 321 288 609
2030 219 299 518 2030 319 299 618
2031 320 313 633 2031 314 313 627
2032 642 329 971 2032 308 329 637
2033 661 345 1,006 2033 303 345 648
2034 668 358 1,026 2034 300 358 658
2035 652 369 1,021 2035 300 369 669
2036 638 380 1,018 2036 334 380 714
2037 625 391 1,016 2037 625 391 1,016
2038 609 403 1,012 2038 609 403 1,012
2039 594 415 1,009 2039 594 415 1,009

Projected cost based on the actuarial valuation assumptions and assumes a constant future workforce.
Projected asset depletion year shown in bold, if applicable.

GRS




Funding Strategy

* Additional funding is necessary to improve the
benefit security of TAPERS.
— The $100k in additional appropriations in 2020

continues to be helpful, but not sufficient to
support long term funding needs.

— GRS recommends the City makes at least S490Kk in
annual appropriations that are in addition to the
10% of payroll contributions for the next 20 years.

‘GRS ‘



Disclaimers

* This presentation is intended to be used in
conjunction with the July 1, 2020 actuarial
valuation report. This presentation should not
be relied on for any purpose other than the
purpose described in the valuation report.

* This presentation shall not be construed to
provide tax advice, legal advice or investment
advice.

‘GRS ‘
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November 10, 2020

Retirement Committee

Texarkana, Arkansas Public Employee Retirement System
216 Walnut Street

Texarkana, AR 71854

Re: Projection of Funding Cost - TAPERS
Dear Committee Members:

In conjunction with the July 1, 2020 actuarial valuation of the Texarkana, Arkansas Public Employee Retirement
System (“TAPERS” or “the Plan”), below is a discussion of the alternative funding strategies that are necessary
to improve the financial sustainability of the Plan.

Background

Currently the City contributes 10% of covered payroll (i.e. the payroll of the members who continue to earn
additional benefits in the Plan) to the Plan. Members who are earning additional benefits in the Plan must also
contribute 2% of pay. This contribution strategy is based on the payroll of a closed group of employees, whose
count and payroll will gradually decrease in future years as these employees retire from the City. As a result,
the future contribution amount will gradually decline which will result in an exhaustion of plan assets when
there is still an obligation for the Plan to provide benefits.

Due to this effect, we understand that the City has included $100,000 in annual appropriations to the plan in
the City’s budget. Additional appropriations from the City are crucial steps in building a sound funding policy.
If the City made $100,000 appropriations on an annual basis, the projected year plan assets are depleted
would increase from the year 2026 to the year 2028. To completely avoid this projected funding trajectory, we
recommend the City increase the level of annual appropriations that would result in a sound funding policy.
Based on July 1, 2020 actuarial valuation results, we recommend the City make annual appropriations of
$490,000 per year, which are projected to result in the plan being 100% funded in approximately 20 years
(i.e. approximately the year 2040).

The remainder of this letter provides certain sensitivity information regarding the use of alternative
appropriation strategies and the implications if the additional appropriations are delayed. For purposes of our
analysis, we have assumed the City’s funding policy will be to make $100,000 appropriations on an annual
basis.

5605 North MacArthur Boulevard | Suite 870 | Irving, Texas 75038-2631




Retirement Committee
November 10, 2020
Page 2

Impact of Alternative Appropriation Strategies

1. Impact of Different Appropriation Amounts

The following table provides the projected year that plan assets will be exhausted under various funding
strategies that involve appropriations that are less than recommended by GRS. In each strategy, it is assumed
that the City will contribute 10% of pay and the employees will contribute 2% of pay. The scenarios vary in the
amount of additional appropriations as well as different plan investment experience outcomes.

Table 1. — Projected Year Plan Assets will be Exhausted and the Remaining Unfunded Liability

Annual Appropriations Alternatives that are Less than Recommended by GRS
Future
Annual $100,000 $200,000 $300,000
Investment Unfunded Unfunded Unfunded
Returns Year Liability Year Liability Year Liability
(1) (2) (3) (4) (5) (6) (7)
3.00% 2027 $8.3M 2030 $7.9M 2034 $7.1M
5.00% 2028 $8.2M 2031 $7.8M 2036 $6.5M
7.00% 2029 $8.1M 2033 $7.3M 2042 $4.7M

For example, if the City began immediately making annual appropriations of $200,000, the projected year that
plan assets are exhausted is increased from the year 2026 to the year 2031 (assuming a 5.00% return on assets
each year into the future). The remaining unfunded liability when plan assets are exhausted is projected to be
$7.8 million and the projection benefits to be paid, annually, from the plan in that year are approximately
$625,000.

Please refer to the enclosed exhibits with detailed projection information under each scenario described
above.

2. Financial Impact of Delaying the Appropriations

The table below shows the financial impact of delaying the date that annual appropriations commence.
Column (1) shows the first year the increase in annual appropriation is made. Columns (2) and (4) show the
expected year that assets are projected to be exhausted. The unfunded liability is the outstanding actuarial
accrued liability in the year the plan assets are exhausted.

Table 2. — Effect of Delaying an Increase to Current Appropriations

Total Annual Appropriations
First Year the
Increased Annual $200,000 $300,000
Appropriation is Unfunded Unfunded
Contributed Year Liability Year Liability
(1) (2) (3) (4) (5)
FY 2020 (Immediately) 2031 $7.8M 2036 $6.5M
FY 2023 (3 year delay) 2029 $8.1M 2032 $7.6M
FY 2025 (5 year delay) 2027 $8.3M 2029 $8.1M

GRS




Retirement Committee
November 10, 2020
Page 3

Note: The projections in the table above assume the plan earns 5.00% per annum on investments.

For example, if the City delays making $200,000 in total annual appropriations for three years, then plan assets
are projected be exhausted in the year 2029. However, if the City delays making $200,000 in total annual
appropriations for five years, the plan assets are projected to be exhausted in the year 2027. In other words,

delaying the additional appropriations can also have an impact on the plan’s long-term financial security.

3. Near-Term Budget Information

Table 3 provides the City’s projected near-term cost for plan years 2021 through 2025 under two alternatives.
Both scenarios assume the City will contribute 10% of pay; however, one alternative assumes the City will
continue making $100,000 annual appropriations while the second scenario assumes the City will make an
additional $390,000 in annual appropriations (i.e. $490,000 total in annual appropriations). For purposes of
projecting the plan cost shown below, we have assumed that the total payroll for the City’s general employees
will increase at the rate of 3.00% per year.

Table 3. Projected Employer Contributions for the plan years 2021 through 2025

Plan Year
Ending $100,000 in Annual Appropriations $490,000 in Annual Appropriations
June 30, DB Cost DC Cost Total DB Cost DC Cost Total
(1) (2) (3) (4) (5) (6) (7)
2021 $144,500 $192,100 $ 336,600 $534,500 $192,100 $726,600
2022 125,200 218,500 343,700 515,200 218,500 733,700
2023 125,900 225,200 351,000 515,900 225,100 741,000
2024 126,500 232,000 358,500 516,500 232,000 748,500
2025 127,300 239,000 366,300 517,300 239,000 756,300

Attached are exhibits providing detailed information in connection with the information provided herein.

Recommendation

It is already recognized that contributions to TAPERS needs to increase. Payroll-based contributions and
current budgeted will not be sufficient to finance current benefits. Therefore, we recommend the City make
annual appropriations of at least $490,000 per year. Also, there is no certainty these additional funds will be
sufficient to prevent the plan from exhausting assets before all the liability is satisfied. Therefore, it will also
be important for the City to continuously monitor this funding strategy and adjust the appropriations, as
necessary, to ensure the plan is financially sustainable and secure.




Retirement Committee
November 10, 2020
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Basis of Calculations

The calculation of the liability, projected benefit payments and compensation were based on census data we
received from the City as of June 30, 2020, and the actuarial assumptions used to prepare the actuarial
valuation as of July 1, 2020, which include a 5.00% investment return assumption. To quantify the sensitivity
of the projected asset exhaustion date to the investment return assumption, we have also calculated projected
exhaustion dates under a 3.00% and 7.00% investment experience scenario. These investment return
scenarios are not meant to be a lower and upper bound of the possible investment experience. Rather, it is
intended to provide you an understanding of the sensitivity of the plan’s cost to the investment return
assumption.

General Comments

GRS’s assessment is based upon assumptions regarding future events, which may or may not materialize.
Please bear in mind that, depending on actual plan experience, actual results could deviate significantly from
actuarial projections. For example, we assume that all future retirees will elect to receive their pension as an
annuity for the duration of their lifetime, but some members may elect the one-time lump-sum optional form
of payment.

This content in this letter was prepared using our proprietary valuation model and related software which
in our professional judgment has the capability to provide results that are consistent with the purposes of
the valuation and related projections. We performed tests to ensure that the model reasonably
represents that which is intended to be modeled.

Nothing in this letter should be construed as providing legal, investment or tax advice. We certify that the
undersigned are Members of the American Academy of Actuaries and meet all of the Qualification Standards
of the American Academy of Actuaries to render the actuarial opinion contained herein.

If you have any questions, or require any additional or clarifying information, please do not hesitate to contact
the undersigned.

Sincerely,

g N / - o )
M / ///g& /frg 1L 3 ey
Daniel J. White, FSA, EA, MAAA Thomas J. Bevins, ASA, MAAA
Senior Consultant Consultant
Attachments

K:\3271\2020\Prj\TAPERS_Projection_2020.docx
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TAPERS - Projection of Assets, Liabilities, and Contributions

Retirement Plan Effective July 1, 2020
Scenario #1 - $100,000 Annual Appropriations

Total Contribution of 12% of Pay, with $100k Annual Appropriations

City Contribution Rate: 10.00%
Participant Contribution Rate: 2.00%
City Annual Appropriation: S 100,000
Plan Year Actuarial Benefit
Beginning Projected Pay Accrued Payments and Asset Information Projected Employer Cost
July 1, DB Plan DC Plan Total Liability Admin Expenses Beg Year Contributions Ben Pmts Earnings End of Year DB DC Total
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)
2020 S 444,528 S 1,921,383 §$ 2,365,911 S 8,665,386 S 502,504 S 3,018,000 153,300 $ (503,000) 142,000 $ 2,810,300 S 144,500 $ 192,100 $ 336,600
2021 251,982 2,184,906 2,436,888 8,697,716 587,607 2,810,300 130,200 (587,600) 129,100 2,482,000 125,200 218,500 343,700
2022 258,615 2,251,380 2,509,995 8,611,182 578,342 2,482,000 131,000 (578,300) 112,900 2,147,600 125,900 225,100 351,000
2023 265,491 2,319,804 2,585,295 8,531,027 570,469 2,147,600 131,900 (570,500) 96,400 1,805,400 126,500 232,000 358,500
2024 272,586 2,390,268 2,662,854 8,456,180 565,758 1,805,400 132,700 (565,800) 79,400 1,451,700 127,300 239,000 366,300
2025 279,879 2,462,861 2,742,740 8,383,643 556,538 1,451,700 133,600 (556,500) 62,000 1,090,800 128,000 246,300 374,300
2026 287,347 2,537,675 2,825,022 8,318,217 552,157 1,090,800 134,500 (552,200) 44,100 717,200 128,700 253,800 382,500
2027 272,367 2,637,406 2,909,773 8,255,375 564,856 717,200 132,700 (564,900) 25,100 310,100 127,200 263,700 390,900
2028 231,387 2,765,679 2,997,066 8,173,600 581,625 310,100 127,800 (581,600) 4,200 - 262,600 276,600 539,200
2029 211,826 2,875,152 3,086,978 8,063,109 598,654 - 125,400 (598,700) - - 594,500 287,500 882,000
2030 192,020 2,987,567 3,179,587 7,926,063 607,016 - 123,000 (607,000) - - 603,200 298,800 902,000
2031 140,801 3,134,174 3,274,975 7,769,920 625,199 - 116,900 (625,200) - - 622,400 313,400 935,800
2032 83,143 3,290,081 3,373,224 7,577,796 643,347 - 110,000 (643,300) - - 641,600 329,000 970,600
2033 27,075 3,447,346 3,474,421 7,347,200 661,162 - 103,200 (661,200) - - 660,700 344,700 1,005,400
2034 - 3,578,654 3,578,654 7,077,440 667,545 - 100,000 (667,500) - - 667,500 357,900 1,025,400
2035 - 3,686,014 3,686,014 6,783,147 651,859 - 100,000 (651,900) - - 651,900 368,600 1,020,500
2036 - 3,796,594 3,796,594 6,490,212 637,516 - 100,000 (637,500) - - 637,500 379,700 1,017,200
2037 - 3,910,492 3,910,492 6,197,329 624,635 - 100,000 (624,600) - - 624,600 391,000 1,015,600
2038 - 4,027,807 4,027,807 5,903,000 609,324 - 100,000 (609,300) - - 609,300 402,800 1,012,100
2039 - 4,148,641 4,148,641 5,609,643 594,172 - 100,000 (594,200) - - 594,200 414,900 1,009,100
2040 - 4,273,100 4,273,100 5,317,144 576,581 - 100,000 (576,600) - - 576,600 427,300 1,003,900
2041 - 4,401,293 4,401,293 5,028,047 560,446 - 100,000 (560,400) - - 560,400 440,100 1,000,500
2042 - 4,533,332 4,533,332 4,741,027 544,693 - 100,000 (544,700) - - 544,700 453,300 998,000
2043 - 4,669,332 4,669,332 4,455,799 525,893 - 100,000 (525,900) - - 525,900 466,900 992,800
2044 - 4,809,412 4,809,412 4,175,574 509,381 - 100,000 (509,400) - - 509,400 480,900 990,300
2045 - 4,953,694 4,953,694 3,898,256 488,381 - 100,000 (488,400) - - 488,400 495,400 983,800
2046 - 5,102,305 5,102,305 3,628,592 467,121 - 100,000 (467,100) - - 467,100 510,200 977,300
2047 - 5,255,374 5,255,374 3,367,228 445,561 - 100,000 (445,600) - - 445,600 525,500 971,100
2048 - 5,413,035 5,413,035 3,114,891 423,930 - 100,000 (423,900) - - 423,900 541,300 965,200
2049 - 5,575,426 5,575,426 2,872,100 402,160 - 100,000 (402,200) - - 402,200 557,500 959,700
2050 - 5,742,689 5,742,689 2,639,478 380,728 - 100,000 (380,700) - - 380,700 574,300 955,000
2051 - 5,914,970 5,914,970 2,417,186 358,917 - 100,000 (358,900) - - 358,900 591,500 950,400
2052 - 6,092,419 6,092,419 2,206,129 337,319 - 100,000 (337,300) - - 337,300 609,200 946,500
2053 - 6,275,192 6,275,192 2,006,650 316,093 - 100,000 (316,100) - - 316,100 627,500 943,600
2054 - 6,463,448 6,463,448 1,818,947 295,381 - 100,000 (295,400) - - 295,400 646,300 941,700
2055 - 6,657,351 6,657,351 1,643,084 275,312 - 100,000 (275,300) - - 275,300 665,700 941,000
5.00% Investment Return Assumption
Year of Liability in Year
Notes and Assumptions Investment Performance Exhaustion of Exhaustion
- Total payroll for the City is assumed to increase at the rate of 3.00% per annum. 3.00% Return (-2%): 2027 S 8,255,000
- Market value of assets as of July 1, 2020: $3,018,364 5.00% Return: 2028 8,174,000
- Calculation of liabilities are based on the assumptions and methods used 7.00% Return (+2%): 2029 8,063,000

to perform the July 1, 2020 actuarial valuation.
- Administration expenses are assumed to be $35,000 per year.

- Membership data provided by the City as of July 1, 2020.
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TAPERS - Projection of Assets, Liabilities, and Contributions

Retirement Plan Effective July 1, 2020
Scenario #2 - Attain 100% Funded Ratio in Approximately 20-Years

Total Contribution of 12% of Pay, with $490k in Annual Appropriations

City Contribution Rate: 10.00%
Participant Contribution Rate: 2.00%
City Annual Appropriation: S 490,000
Plan Year Actuarial Benefit
Beginning Projected Pay Accrued Payments and Asset Information Projected Employer Cost
July 1, DB Plan DC Plan Total Liability Admin Expenses Beg Year Contributions Ben Pmts Earnings End of Year DB DC Total
(1) (2) (3) (4) (5) (6) (15) (16) (17) (18) (19) (20) (21) (22)
2020 S 444,528 S 1,921,383 §$ 2,365,911 S 8,665,386 S 502,504 $ 3,018,000 S 543,300 $ (503,000) 152,000 $ 3,210,300 S 534,500 S 192,100 $ 726,600
2021 251,982 2,184,906 2,436,888 8,697,716 587,607 3,210,300 520,200 (587,600) 158,800 3,301,700 515,200 218,500 733,700
2022 258,615 2,251,380 2,509,995 8,611,182 578,342 3,301,700 521,000 (578,300) 163,700 3,408,100 515,900 225,100 741,000
2023 265,491 2,319,804 2,585,295 8,531,027 570,469 3,408,100 521,900 (570,500) 169,200 3,528,700 516,500 232,000 748,500
2024 272,586 2,390,268 2,662,854 8,456,180 565,758 3,528,700 522,700 (565,800) 175,400 3,661,000 517,300 239,000 756,300
2025 279,879 2,462,861 2,742,740 8,383,643 556,538 3,661,000 523,600 (556,500) 182,200 3,810,300 518,000 246,300 764,300
2026 287,347 2,537,675 2,825,022 8,318,217 552,157 3,810,300 524,500 (552,200) 189,800 3,972,400 518,700 253,800 772,500
2027 272,367 2,637,406 2,909,773 8,255,375 564,856 3,972,400 522,700 (564,900) 197,600 4,127,800 517,200 263,700 780,900
2028 231,387 2,765,679 2,997,066 8,173,600 581,625 4,127,800 517,800 (581,600) 204,800 4,268,800 513,100 276,600 789,700
2029 211,826 2,875,152 3,086,978 8,063,109 598,654 4,268,800 515,400 (598,700) 211,400 4,396,900 511,200 287,500 798,700
2030 192,020 2,987,567 3,179,587 7,926,063 607,016 4,396,900 513,000 (607,000) 217,500 4,520,400 509,200 298,800 808,000
2031 140,801 3,134,174 3,274,975 7,769,920 625,199 4,520,400 506,900 (625,200) 223,100 4,625,200 504,100 313,400 817,500
2032 83,143 3,290,081 3,373,224 7,577,796 643,347 4,625,200 500,000 (643,300) 227,700 4,709,600 498,300 329,000 827,300
2033 27,075 3,447,346 3,474,421 7,347,200 661,162 4,709,600 493,200 (661,200) 231,300 4,772,900 492,700 344,700 837,400
2034 - 3,578,654 3,578,654 7,077,440 667,545 4,772,900 490,000 (667,500) 234,200 4,829,600 490,000 357,900 847,900
2035 - 3,686,014 3,686,014 6,783,147 651,859 4,829,600 490,000 (651,900) 237,400 4,905,100 490,000 368,600 858,600
2036 - 3,796,594 3,796,594 6,490,212 637,516 4,905,100 490,000 (637,500) 241,600 4,999,200 490,000 379,700 869,700
2037 - 3,910,492 3,910,492 6,197,329 624,635 4,999,200 490,000 (624,600) 246,600 5,111,200 490,000 391,000 881,000
2038 - 4,027,807 4,027,807 5,903,000 609,324 5,111,200 490,000 (609,300) 252,600 5,244,500 490,000 402,800 892,800
2039 - 4,148,641 4,148,641 5,609,643 594,172 5,244,500 490,000 (594,200) 259,600 5,399,900 490,000 414,900 904,900
2040 - 4,273,100 4,273,100 5,317,144 576,581 5,399,900 490,000 (576,600) 267,800 5,581,100 490,000 427,300 917,300
2041 - 4,401,293 4,401,293 5,028,047 560,446 5,581,100 - (560,400) 265,000 5,285,700 - 440,100 440,100
2042 - 4,533,332 4,533,332 4,741,027 544,693 5,285,700 - (544,700) 250,700 4,991,700 - 453,300 453,300
2043 - 4,669,332 4,669,332 4,455,799 525,893 4,991,700 - (525,900) 236,400 4,702,200 - 466,900 466,900
2044 - 4,809,412 4,809,412 4,175,574 509,381 4,702,200 - (509,400) 222,400 4,415,200 - 480,900 480,900
2045 - 4,953,694 4,953,694 3,898,256 488,381 4,415,200 - (488,400) 208,600 4,135,400 - 495,400 495,400
2046 - 5,102,305 5,102,305 3,628,592 467,121 4,135,400 - (467,100) 195,100 3,863,400 - 510,200 510,200
2047 - 5,255,374 5,255,374 3,367,228 445,561 3,863,400 - (445,600) 182,000 3,599,800 - 525,500 525,500
2048 - 5,413,035 5,413,035 3,114,891 423,930 3,599,800 - (423,900) 169,400 3,345,300 - 541,300 541,300
2049 - 5,575,426 5,575,426 2,872,100 402,160 3,345,300 - (402,200) 157,200 3,100,300 - 557,500 557,500
2050 - 5,742,689 5,742,689 2,639,478 380,728 3,100,300 - (380,700) 145,500 2,865,100 - 574,300 574,300
2051 - 5,914,970 5,914,970 2,417,186 358,917 2,865,100 - (358,900) 134,300 2,640,500 - 591,500 591,500
2052 - 6,092,419 6,092,419 2,206,129 337,319 2,640,500 - (337,300) 123,600 2,426,800 - 609,200 609,200
2053 - 6,275,192 6,275,192 2,006,650 316,093 2,426,800 - (316,100) 113,400 2,224,100 - 627,500 627,500
2054 - 6,463,448 6,463,448 1,818,947 295,381 2,224,100 - (295,400) 103,800 2,032,500 - 646,300 646,300
2055 - 6,657,351 6,657,351 1,643,084 275,312 2,032,500 - (275,300) 94,700 1,851,900 - 665,700 665,700
5.00% Investment Return Assumption
Year of Liability in Year
Notes and Assumptions Investment Performance Exhaustion of Exhaustion
- Total payroll for the City is assumed to increase at the rate of 3.00% per annum. 3.00% Return (-2%): N/A N/A
- Market value of assets as of July 1, 2020: $3,018,364 5.00% Return: N/A N/A
- Calculation of liabilities are based on the assumptions and methods used 7.00% Return (+2%): N/A N/A

to perform the July 1, 2020 actuarial valuation.
- Administration expenses are assumed to be $35,000 per year.

- Membership data provided by the City as of July 1, 2020.
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TAPERS - Projection of Assets, Liabilities, and Contributions
Retirement Plan Effective July 1, 2020

Scenario #3 - $200,000 Annual Appropriations

Total Contribution of 12% of Pay, with $200k in Annual Appropriations

City Contribution Rate: 10.00%
Participant Contribution Rate: 2.00%
City Annual Appropriation: S 200,000
Plan Year Actuarial Benefit
Beginning Projected Pay Accrued Payments and Asset Information Projected Employer Cost
July 1, DB Plan DC Plan Total Liability Admin Expenses Beg Year Contributions Ben Pmts Earnings End of Year DB DC Total
(1) (2) (3) (4) (5) (6) (23) (24) (25) (26) (27) (28) (29) (30)
2020 S 444,528 S 1,921,383 §$ 2,365,911 S 8,665,386 S 502,504 $ 3,018,000 S 253,300 $ (503,000) 145,000 $ 2,913,300 S 244,500 S 192,100 $ 436,600
2021 251,982 2,184,906 2,436,888 8,697,716 587,607 2,913,300 230,200 (587,600) 136,700 2,692,600 225,200 218,500 443,700
2022 258,615 2,251,380 2,509,995 8,611,182 578,342 2,692,600 231,000 (578,300) 125,900 2,471,200 225,900 225,100 451,000
2023 265,491 2,319,804 2,585,295 8,531,027 570,469 2,471,200 231,900 (570,500) 115,100 2,247,700 226,500 232,000 458,500
2024 272,586 2,390,268 2,662,854 8,456,180 565,758 2,247,700 232,700 (565,800) 104,100 2,018,700 227,300 239,000 466,300
2025 279,879 2,462,861 2,742,740 8,383,643 556,538 2,018,700 233,600 (556,500) 92,900 1,788,700 228,000 246,300 474,300
2026 287,347 2,537,675 2,825,022 8,318,217 552,157 1,788,700 234,500 (552,200) 81,500 1,552,500 228,700 253,800 482,500
2027 272,367 2,637,406 2,909,773 8,255,375 564,856 1,552,500 232,700 (564,900) 69,300 1,289,600 227,200 263,700 490,900
2028 231,387 2,765,679 2,997,066 8,173,600 581,625 1,289,600 227,800 (581,600) 55,600 991,400 223,100 276,600 499,700
2029 211,826 2,875,152 3,086,978 8,063,109 598,654 991,400 225,400 (598,700) 40,200 658,300 221,200 287,500 508,700
2030 192,020 2,987,567 3,179,587 7,926,063 607,016 658,300 223,000 (607,000) 23,300 297,600 219,200 298,800 518,000
2031 140,801 3,134,174 3,274,975 7,769,920 625,199 297,600 216,900 (625,200) 4,700 - 320,100 313,400 633,500
2032 83,143 3,290,081 3,373,224 7,577,796 643,347 - 210,000 (643,300) - - 641,600 329,000 970,600
2033 27,075 3,447,346 3,474,421 7,347,200 661,162 - 203,200 (661,200) - - 660,700 344,700 1,005,400
2034 - 3,578,654 3,578,654 7,077,440 667,545 - 200,000 (667,500) - - 667,500 357,900 1,025,400
2035 - 3,686,014 3,686,014 6,783,147 651,859 - 200,000 (651,900) - - 651,900 368,600 1,020,500
2036 - 3,796,594 3,796,594 6,490,212 637,516 - 200,000 (637,500) - - 637,500 379,700 1,017,200
2037 - 3,910,492 3,910,492 6,197,329 624,635 - 200,000 (624,600) - - 624,600 391,000 1,015,600
2038 - 4,027,807 4,027,807 5,903,000 609,324 - 200,000 (609,300) - - 609,300 402,800 1,012,100
2039 - 4,148,641 4,148,641 5,609,643 594,172 - 200,000 (594,200) - - 594,200 414,900 1,009,100
2040 - 4,273,100 4,273,100 5,317,144 576,581 - 200,000 (576,600) - - 576,600 427,300 1,003,900
2041 - 4,401,293 4,401,293 5,028,047 560,446 - 200,000 (560,400) - - 560,400 440,100 1,000,500
2042 - 4,533,332 4,533,332 4,741,027 544,693 - 200,000 (544,700) - - 544,700 453,300 998,000
2043 - 4,669,332 4,669,332 4,455,799 525,893 - 200,000 (525,900) - - 525,900 466,900 992,800
2044 - 4,809,412 4,809,412 4,175,574 509,381 - 200,000 (509,400) - - 509,400 480,900 990,300
2045 - 4,953,694 4,953,694 3,898,256 488,381 - 200,000 (488,400) - - 488,400 495,400 983,800
2046 - 5,102,305 5,102,305 3,628,592 467,121 - 200,000 (467,100) - - 467,100 510,200 977,300
2047 - 5,255,374 5,255,374 3,367,228 445,561 - 200,000 (445,600) - - 445,600 525,500 971,100
2048 - 5,413,035 5,413,035 3,114,891 423,930 - 200,000 (423,900) - - 423,900 541,300 965,200
2049 - 5,575,426 5,575,426 2,872,100 402,160 - 200,000 (402,200) - - 402,200 557,500 959,700
2050 - 5,742,689 5,742,689 2,639,478 380,728 - 200,000 (380,700) - - 380,700 574,300 955,000
2051 - 5,914,970 5,914,970 2,417,186 358,917 - 200,000 (358,900) - - 358,900 591,500 950,400
2052 - 6,092,419 6,092,419 2,206,129 337,319 - 200,000 (337,300) - - 337,300 609,200 946,500
2053 - 6,275,192 6,275,192 2,006,650 316,093 - 200,000 (316,100) - - 316,100 627,500 943,600
2054 - 6,463,448 6,463,448 1,818,947 295,381 - 200,000 (295,400) - - 295,400 646,300 941,700
2055 - 6,657,351 6,657,351 1,643,084 275,312 - 200,000 (275,300) - - 275,300 665,700 941,000
5.00% Investment Return Assumption
Year of Liability in Year
Notes and Assumptions Investment Performance Exhaustion of Exhaustion
- Total payroll for the City is assumed to increase at the rate of 3.00% per annum. 3.00% Return (-2%): 2030 S 7,926,000
- Market value of assets as of July 1, 2020: $3,018,364 5.00% Return: 2031 7,770,000
- Calculation of liabilities are based on the assumptions and methods used 7.00% Return (+2%): 2033 7,347,000

to perform the July 1, 2020 actuarial valuation.
- Administration expenses are assumed to be $35,000 per year.

- Membership data provided by the City as of July 1, 2020.
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TAPERS - Projection of Assets, Liabilities, and Contributions

Retirement Plan Effective July 1, 2020
Scenario #4 - $300,000 Annual Appropriations

Total Contribution of 12% of Pay, with $300k in Annual Appropriations

City Contribution Rate: 10.00%
Participant Contribution Rate: 2.00%
City Annual Appropriation: S 300,000
Plan Year Actuarial Benefit
Beginning Projected Pay Accrued Payments and Asset Information Projected Employer Cost
July 1, DB Plan DC Plan Total Liability Admin Expenses Beg Year Contributions Ben Pmts Earnings End of Year DB DC Total
(1) (2) (3) (4) (5) (6) (31) (32) (33) (34) (35) (36) (37) (38)
2020 S 444,528 S 1,921,383 §$ 2,365,911 S 8,665,386 S 502,504 $ 3,018,000 S 353,300 $ (503,000) 147,000 $ 3,015,300 S 344,500 S 192,100 $ 536,600
2021 251,982 2,184,906 2,436,888 8,697,716 587,607 3,015,300 330,200 (587,600) 144,300 2,902,200 325,200 218,500 543,700
2022 258,615 2,251,380 2,509,995 8,611,182 578,342 2,902,200 331,000 (578,300) 138,900 2,793,800 325,900 225,100 551,000
2023 265,491 2,319,804 2,585,295 8,531,027 570,469 2,793,800 331,900 (570,500) 133,700 2,688,900 326,500 232,000 558,500
2024 272,586 2,390,268 2,662,854 8,456,180 565,758 2,688,900 332,700 (565,800) 128,600 2,584,400 327,300 239,000 566,300
2025 279,879 2,462,861 2,742,740 8,383,643 556,538 2,584,400 333,600 (556,500) 123,600 2,485,100 328,000 246,300 574,300
2026 287,347 2,537,675 2,825,022 8,318,217 552,157 2,485,100 334,500 (552,200) 118,800 2,386,200 328,700 253,800 582,500
2027 272,367 2,637,406 2,909,773 8,255,375 564,856 2,386,200 332,700 (564,900) 113,500 2,267,500 327,200 263,700 590,900
2028 231,387 2,765,679 2,997,066 8,173,600 581,625 2,267,500 327,800 (581,600) 107,000 2,120,700 323,100 276,600 599,700
2029 211,826 2,875,152 3,086,978 8,063,109 598,654 2,120,700 325,400 (598,700) 99,200 1,946,600 321,200 287,500 608,700
2030 192,020 2,987,567 3,179,587 7,926,063 607,016 1,946,600 323,000 (607,000) 90,200 1,752,800 319,200 298,800 618,000
2031 140,801 3,134,174 3,274,975 7,769,920 625,199 1,752,800 316,900 (625,200) 79,900 1,524,400 314,100 313,400 627,500
2032 83,143 3,290,081 3,373,224 7,577,796 643,347 1,524,400 310,000 (643,300) 67,900 1,259,000 308,300 329,000 637,300
2033 27,075 3,447,346 3,474,421 7,347,200 661,162 1,259,000 303,200 (661,200) 54,000 955,000 302,700 344,700 647,400
2034 - 3,578,654 3,578,654 7,077,440 667,545 955,000 300,000 (667,500) 38,600 626,100 300,000 357,900 657,900
2035 - 3,686,014 3,686,014 6,783,147 651,859 626,100 300,000 (651,900) 22,500 296,700 300,000 368,600 668,600
2036 - 3,796,594 3,796,594 6,490,212 637,516 296,700 300,000 (637,500) 6,400 - 334,400 379,700 714,100
2037 - 3,910,492 3,910,492 6,197,329 624,635 - 300,000 (624,600) - - 624,600 391,000 1,015,600
2038 - 4,027,807 4,027,807 5,903,000 609,324 - 300,000 (609,300) - - 609,300 402,800 1,012,100
2039 - 4,148,641 4,148,641 5,609,643 594,172 - 300,000 (594,200) - - 594,200 414,900 1,009,100
2040 - 4,273,100 4,273,100 5,317,144 576,581 - 300,000 (576,600) - - 576,600 427,300 1,003,900
2041 - 4,401,293 4,401,293 5,028,047 560,446 - 300,000 (560,400) - - 560,400 440,100 1,000,500
2042 - 4,533,332 4,533,332 4,741,027 544,693 - 300,000 (544,700) - - 544,700 453,300 998,000
2043 - 4,669,332 4,669,332 4,455,799 525,893 - 300,000 (525,900) - - 525,900 466,900 992,800
2044 - 4,809,412 4,809,412 4,175,574 509,381 - 300,000 (509,400) - - 509,400 480,900 990,300
2045 - 4,953,694 4,953,694 3,898,256 488,381 - 300,000 (488,400) - - 488,400 495,400 983,800
2046 - 5,102,305 5,102,305 3,628,592 467,121 - 300,000 (467,100) - - 467,100 510,200 977,300
2047 - 5,255,374 5,255,374 3,367,228 445,561 - 300,000 (445,600) - - 445,600 525,500 971,100
2048 - 5,413,035 5,413,035 3,114,891 423,930 - 300,000 (423,900) - - 423,900 541,300 965,200
2049 - 5,575,426 5,575,426 2,872,100 402,160 - 300,000 (402,200) - - 402,200 557,500 959,700
2050 - 5,742,689 5,742,689 2,639,478 380,728 - 300,000 (380,700) - - 380,700 574,300 955,000
2051 - 5,914,970 5,914,970 2,417,186 358,917 - 300,000 (358,900) - - 358,900 591,500 950,400
2052 - 6,092,419 6,092,419 2,206,129 337,319 - 300,000 (337,300) - - 337,300 609,200 946,500
2053 - 6,275,192 6,275,192 2,006,650 316,093 - 300,000 (316,100) - - 316,100 627,500 943,600
2054 - 6,463,448 6,463,448 1,818,947 295,381 - 295,400 (295,400) - - 300,000 646,300 946,300
2055 - 6,657,351 6,657,351 1,643,084 275,312 - 275,300 (275,300) - - 300,000 665,700 965,700
5.00% Investment Return Assumption
Year of Liability in Year
Notes and Assumptions Investment Performance Exhaustion of Exhaustion
- Total payroll for the City is assumed to increase at the rate of 3.00% per annum. 3.00% Return (-2%): 2034 S 7,077,000
- Market value of assets as of July 1, 2020: $3,018,364 5.00% Return: 2036 6,490,000
- Calculation of liabilities are based on the assumptions and methods used 7.00% Return (+2%): 2042 4,741,000

to perform the July 1, 2020 actuarial valuation.
- Administration expenses are assumed to be $35,000 per year.

- Membership data provided by the City as of July 1, 2020. ‘G RS
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November 10, 2020

Retirement Committee

Texarkana, Arkansas Public Employee Retirement System
216 Walnut Street

Texarkana, AR 71854

Dear Committee Members:

Subject: July 1, 2020 Actuarial Valuation of the Texarkana, Arkansas Public Employee
Retirement System

We are pleased to present our report of the actuarial valuation of the Texarkana, Arkansas Public
Employee Retirement System (“TAPERS” or “the Plan”) for the plan year commencing

July 1, 2020. We certify that the information contained in this report is accurate and fairly
presents the actuarial position of the Plan as of July 1, 2020.

Actuarial valuations are prepared annually, as of July 1st, the first day of the plan year. The
primary purposes of the valuation report are to describe the current financial condition of the
Plan and to analyze the changes in the Plan’s financial condition. This report also provides
information required to be reported by the Plan and City in connection with Governmental
Accounting Standards Board Statement Numbers 67, Financial Reporting for Pension Plans and
68, Accounting and Financial Reporting for Pensions (“GASB Nos. 67 and 68”).

Finally, this report provides various summaries of the data utilized in the preparation of the
results presented herein.

This report was prepared at the request of the Retirement Committee and is intended for use by
the Retirement Committee and the City of Texarkana, AR. This report may be provided to parties
other than the Retirement Committee and the City only in its entirety and with written
permission from the Retirement Committee or City.

Actuarially Determined Contribution

The actuarially determined contribution (ADC) for the plan year ending June 30, 2021, is
$540,985. The ADC for FY 2021 is determined using the Entry Age Normal cost method with the
unfunded actuarial accrued liability amortized on a level-dollar basis over a 20-year period. The
ADC for the prior year was $440,502. The increase in the ADC from FY 2020 to FY 2021 is
primarly due to the change in the investment return assumption, but also affected by an increase
to the amortization of an expanding unfunded actuarial accrued liability.

5605 North MacArthur Boulevard | Suite 870 | Irving, Texas 75038-2631
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Progress toward Realization of Financial Objectives

The funded ratio (the ratio of the actuarial value of assets to the actuarial accrued liability)
decreased from 44.6% as of July 1, 2019 to 34.8% as of July 1, 2020. The Plan experienced an
actuarial asset loss (actual returns less than the prior assumed 6.00% return) along with a small
liability loss due to participant experience. Changes in the investment return and mortlity
assumptions increased the actuarial accrued liability by approximately $936,000, resulting in an
overall actuarial loss of approximately $1.3 milion. The unfunded actuarial accrued liability
(UAAL) increased by $1.4 million from the prior year to $5.6 million as of July 1, 2020.

These results reiterate that the City’s current funding policy of contributing 10% of pay on the
employees earning benefits in TAPERS is not sufficient to maintain the Plan’s funded status. As of
July 1, 2020, plan assets are projected to be exhausted in the year 2026 with $8.3 million in
liability still remaining in the Plan. If Plan assets become exhausted, then the City must
immediately finance the benefit payments provided to retirees as they come payable, which will
be an estimated $565,000 for the year 2027, with similar cash flow requirements each year in the
future until there are no longer retirees and beneficiaries receiving a benefit from the plan.

The City included a $100,000 appropriation in the City’s FY 2020 budget for the pension plan.
These appropriations are crucial steps in building a sound funding policy. If the City continues to
make appropriations annually at this level, the projected year plan assets are depleted will
increase from the year 2026 to the year 2028. However, this illustrates that additional
appropriations are still needed in order to fully meet the Plan’s future benefit payment
obligations.

We have provided the Retirement Committee a separate report dated November 10, 2020, with
a projection of the cost of funding TAPERS under different contribution strategies and investment
experience scenarios. As a result of these projections, we strongly recommend that the City
begin dedicating annual appropriations that are in addition to the current 10% of pay
contribution. Specifically, we recommend the annual appropriations be at least $490,000 and
the City budget these amounts for each of the next 20 to 25 years. Please refer to our cost
projection report dated November 10, 2020 for more information regarding the projected cost of
the retirement plan.

Benefit Provisions

The benefit provisions reflected in this valuation are those which were in effect as of July 1, 2020.
There were no changes in the benefit provisions since the prior valuation. The benefit provisions
are summarized in Section H of our report.

GRS




Retirement Committee
November 10, 2020
Page 3

Assumptions and Methods

Actuarial assumptions and methods are approved by the Retirement Committee, based upon the
recommendations made by the Plan’s actuary. Our report is based upon the assumptions and
methods summarized in Section G. We believe the assumptions are internally consistent and are
reasonable. The method for calculating the actuarially determined contribution was the Entry
Age Normal cost method with the unfunded actuarial accrued liability funded over a 20-year
period.

Beginning with this actuarial valuation as of June 30, 2020, the investment return assumption
was decreased from 6.00% to 5.00% to better reflect anticipated returns. Additionally, updates
were to made to the mortality tables to reflect more current trends.

The results of any actuarial valuation are dependent upon the actuarial assumptions being
used. Actual results can and almost certainly will differ, as actual experience deviates from the
assumptions. Even seemingly minor changes in the assumptions can materially change the
liabilities, the calculated contribution rates and the funding periods. The actuarial calculations
presented in this report are intended to provide information for rational decision making.

The actuarial assumptions and methods used in this report comply with the parameters for
disclosure that appear in GASB Nos. 67 and 68.

This report was prepared using our proprietary valuation model and related software which in
our professional judgment has the capability to provide results that are consistent with the
purposes of the valuation. We performed tests to ensure that the model reasonably represents
that which is intended to be modeled.

Demographic Data and Asset Information

The valuation was based upon information furnished by the City’s Personnel Office, concerning
benefit payments, financial transactions, plan provisions, and membership information for active,
terminated, and retired members. We have not subjected either information to any auditing
procedures, but have examined both for reasonableness and consistency with the prior year's
information. We are not responsible for the accuracy or completeness of the information
provided by the City of Texarkana, AR.

Actuarial Certification

This report should not be relied on for any purpose other than the purpose described.
Determinations of the financial results associated with the benefits described in this report in a
manner other than the intended purpose may produce significantly different results.

All calculations have been made in conformity with generally accepted actuarial principles and
practices, and in conformity with the Actuarial Standards of Practice issued by the Actuarial
Standards Board. In our opinion, the results presented also comply with the Plan as amended
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and restated, and, where applicable, the Internal Revenue Code and the Statements of the
Governmental Accounting Standards Board.

The undersigned are consultants and actuaries that are independent of the plan sponsor. Both
are Members of the American Academy of Actuaries and meet all of the Qualifications Standards
of the American Academy of Actuaries.

Respectfully submitted,

Gabriel Roeder Smith & Company

10T U TS e

Daniel J. White, FSA, EA, MAAA Thomas J. Bevins, ASA, MAAA
Senior Consultant Consultant
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SECTION A

EXECUTIVE SUMMARY & INTRODUCTION



Executive Summary

ltem 2020 2019
Membership
e Number of
- Active participants 14 14
- Transitioned participants 14 18
- Retirees and beneficiaries 29 29
- Disabled retirees 4 4
- Inactive participants 33 32
- Total 94 97
e Annualized payroll (actives) S 620,511 S 597,900
Assets
e Market value S 3,018,364 S 3,404,733
e Actuarial value 3,018,364 3,404,733
e Return on market value -1.20% 2.68%
e Employer contributions S 150,227 S 108,742
e Benefit payments (478,343) (467,864)
e External cash flow % -10.2% -10.2%
Financial reporting for the Plan determined
in accordance with GASB No. 67 & 68
¢ Single discount rate 2.58% 3.36%
e Total pension liability (TPL) S 11,691,686 S 10,413,366
e Fiduciary net position 3,018,364 3,404,733
e Net pension liability (NPL) 8,673,322 7,008,633
Actuarially determined contribution (ADC) S 540,985 S 440,502
GASB 68 Pension Expense S 1,667,143 S 1,023,544
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Introduction

The results of the July 1, 2020 actuarial valuation of Texarkana, Arkansas Public Employee Retirement
System (“TAPERS” or “the Plan”) are presented in this report. The purposes of any actuarial valuation
report are to describe the current financial condition of the Plan, to determine the annual required
contribution, and to analyze changes in the funding requirements.

Section C discusses the Plan’s funding progress, including the calculation of the actuarially determined
contribution for the plan year ending June 30, 2021.

The disclosure information for the Plan’s reporting in accordance with GASB No. 67 is provided in Section D.
Similarly, the disclosure information for the City that is determined in accordance with GASB No. 68 is
provided in Section E.

Finally, tables with summaries of the plan demographics are provided in Section F. The principle actuarial
assumptions used to prepare the liabilities and cost are documented in Section G and a summary of the
benefit provisions are in Section H.
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SECTION B

DISCUSSION



Funding Progress

The funded ratio decreased from 44.6% to 34.8% (as measured using the plan’s funding assumptions,
including a 5.00% assumed rate of return). Table 7, Schedule of Funding Progress, in Section C of the report
provides additional detail regarding the funding progress of the retirement system.

Funded Ratio
Actuarial Assets as a Percentage of Actuarial Accrued Liabilities
(Determined using Plan Funding Assumptions)
100%
80%
g
o 60%
o
[¢]
[
el
()]
el
S 40%
T8
20%
0%
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
B Funded Ratio| 55.7% 57.9% 57.0% 59.3% 54.9% 49.9% 48.6% 48.0% 44.6% 34.8%

The market value of assets decreased from $3,404,733 at July 1, 2019 to $3,018,364 at July 1, 2020. The
rate of return for the plan year ending June 30, 2020 was -1.20%, after reflecting plan related expenses.
The actuarial accrued liability increased from $7,630,983 at July 1, 2019 to $8,665,386 as of July 1, 2020.
Based on anticipated cash flows, the actuarial accrued liability (AAL) was expected to increase and the
assets were expected to decrease from last year. However, approximately $0.9 million of the increase to
the AAL was due assumptions changes, primarily a result of lowering the long term rate of return

assumption from 6.00% to 5.00%. Updates to the mortality tables contributed to a relatively small increase
in the AAL.

The City’s current funding policy is to contribute 10.00% on the payroll of active participants (non-
Transition participants). Based on this funding policy, plan assets are projected to be exhausted in the year
2026 with $8.3 million in liability still remaining in the plan. If plan assets become exhausted, then the City
must immediately finance the benefit payments provided to retirees as they come payable, which will be
an estimated $565,000 for the year 2027, with similar cash flow requirements each year in the future until
there are no longer retirees and beneficiaries receiving a benefit from the plan.
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We understand that the City has included a $100,000 appropriation in the City’s FY 2021 budget for the
pension plan. These appropriations are crucial steps in building a sound funding policy If the City continues
to make appropriations annually at this level, the projected year plan assets are depleted will increase from
the year 2026 to the year 2028. However, this illustrates that additional appropriations are still needed in
order to fully meet the Plan’s future benefit payment obligations.

We have provided the Retirement Committee a separate report dated November 10, 2020, with a
projection of the impact of funding TAPERS under different contribution strategies and investment
experience scenarios. As a result of these projections, we strongly recommend that the City begin
dedicating annual appropriations that are in addition to the current 10% of pay contribution. Specifically,
we recommend the annual appropriations be at least $490,000, with the City budgeting these amounts for
the next 20 to 25 years. Please refer to our cost projection report dated November 10, 2020 for more
information regarding the projected cost of the retirement plan.
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Financial Disclosure Information Determined in
Accordance with GASB No. 67 and 68

Accounting requirements for TAPERS are provided by the Governmental Accounting Standards Board
Statements Nos. 67 (“GASB No. 67”) and 68 (“GASB No. 68").

Please refer to Section D for the disclosure information determined in accordance with GASB No. 67 for the
plan year ending June 30, 2020.

Similarly, please refer to Section E for the City of Texarkana’s disclosure information for the fiscal year
ending December 31, 2020, determined in accordance with GASB No. 68.
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Benefit Provisions

Section H of this report includes a summary of the benefit provisions for TAPERS. The Plan was
amended to close the Plan to new participants as of June 30, 2012. Additionally, employees who were
not 100% vested in their accrued benefit as of that date, or Transition Participants, will receive a benefit
based on their service and final average monthly compensation determined as of June 30, 2012.
Transition Participants will not accrue additional benefits in the plan after June 30, 2012, but will
continue to earn service for purposes of vesting and eligibility for early retirement. Transition
Participants are also not eligible for a disability retirement benefit.

Effective July 1, 2012, participants who continue to accrue retirement benefits will contribute 2.00% of
their compensation towards the funding of their retirement benefits. These contributions are
considered “picked up” for federal tax purposes and not subject to federal income taxes in the year
they are contributed.

The benefit provisions reflected in this valuation are those which were in effect as of July 1, 2020. There
were no changes in the benefit provisions since the prior valuation.

Actuarial Assumptions and Methods

In determining costs and liabilities, actuaries use assumptions about the future, such as rates of salary
increase, probabilities of retirement, termination, death and disability, and an annual investment return
assumption. For purposes of determining the actuarially determined contribution, the Entry Age
Normal cost method was used. Also, the amortization cost under the Entry Age Normal cost method is
based on a 20-year funding period, using a level-dollar amortization payment.

The investment return assumption was lowered from 6.00% to 5.00%. This change increased the
actuarial accued liablity (AAL) by aproximately $895,000. Additionally, updates were made to the
mortality tables. This caused an additional increase to the AAL of approximately $41,000. All other
assumptions remain unchanged for purposes of determining the cost and liability for funding purposes.
All assumptions, with the exception of the discount rate, are consistent for purposes of determining the
Total Pension Liability for financial reporting in accordance with GASB Nos. 67 and 68. The single
discount rate used for the calculation of the Total Pension Liability as of June 30, 2020, and subsequent
years, were determined in accordance with the method prescribed in GASB No. 67. Please refer to
Section D for additional information regarding the calculation of the financial disclosure information in
accordance with GASB No. 67.

It is our opinion that the recommended assumptions used for this valuation are internally consistent
and are reasonable and reflect anticipated future experience of the Plan. The actuarial assumptions
and methods used in the report also comply with the parameters for disclosure that appear in GASB No.
67 and 68, respectively.
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Plan Experience

Table 5 shows the detailed calculation of the asset gains/(losses). The gains and losses are due to
differences between actual experience and anticipated experience determined using the actuarial
assumptions. The rate of investment return on a market value basis, determined on a money-weighted
basis in accordance with GASB No. 67, for the plan year ending June 30, 2020 was -1.20%. This is a
$232,664 loss when compared to the Plan’s assumed rate of return assumption at the beginning of the
measurement period (6.00%).

Table 6 in the report provides the calculation of the liability gains/(losses) for the plan year ending
June 30, 2020. The Plan experienced a small net liability loss of $105,210, which is 1.21% when
compared to the total actuarial accrued liability of $8.7 million. However, the liability increased by
$936,421 due to changes in assumptions. Greater detail can be found in Table 6 in Section C.

The annual actuarial valuation is a snapshot analysis of the benefit liabilities, assets, and funded
position of the Plan. In any one fiscal year, the experience can be better or worse from that which is
assumed. However, the actuarial assumptions do not necessarily attempt to model what the
experience will be for any one given fiscal year, but instead try to model the overall experience on
average over many years. Therefore, as long as experience over a number of years is reasonably close
to the current assumptions, and the City of Texarkana is providing sufficient contributions to the Plan,
the long-term funding requirements of the Plan will remain relatively consistent.
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Assessment and Disclosure of Risk Associated with Measuring
Pension Obligations and Determining Pension Plan Contributions

The determination of the accrued liability and an actuarially determined contribution (or funding
period) requires the use of assumptions regarding future economic and demographic experience. Risk
measures, as illustrated in this report, are intended to aid in the understanding of the effects of future
experience differing from the assumptions used in the course of the actuarial valuation. Risk measures
may also help with illustrating the potential volatility in the accrued liability and an actuarially
determined contribution (or funding period) that result from the differences between actual experience
and the actuarial assumptions.

Future actuarial measurements may differ significantly from the current measurements presented in this
report due to such factors as the following: plan experience differing from that anticipated by the
economic or demographic assumptions; changes in economic or demographic assumptions due to
changing conditions; increases or decreases expected as part of the natural operation of the methodology
used for these measurements (such as the end of an amortization period, or additional cost or
contribution requirements based on the Plan’s funded status); and changes in plan provisions or
applicable law. The scope of an actuarial valuation does not include an analysis of the potential range of
such future measurements.

Examples of risk that may reasonably be anticipated to significantly affect the plan’s future financial
condition include:

1. Investment risk — actual investment returns may differ from the expected returns;

2. Asset/Liability mismatch — changes in asset values may not match changes in liabilities, thereby
altering the gap between the accrued liability and assets and consequently altering the funded
status and contribution requirements;

3. Contribution risk — actual contributions may differ from expected future contributions. For
example, actual contributions may not be made in accordance with the plan’s funding policy or
material changes may occur in the anticipated number of covered employees, covered payroll, or
other relevant contribution base;

4. Salary and Payroll risk — actual salaries and total payroll may differ from expected, resulting in
actual future accrued liability and contributions differing from expected;

5. Longevity risk — members may live longer or shorter than expected and receive pensions for a
period of time other than assumed;

Other demographic risks — members may terminate, retire or become disabled at times or with benefits
other than assumed resulting in actual future accrued liability and contributions differing from expected.
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Assessment and Disclosure of Risk Associated with Measuring
Pension Obligations and Determining Pension Plan Contributions
(continued)

The effects of certain trends in experience can generally be anticipated. For example if the investment
return since the most recent actuarial valuation is less (or more) than the assumed rate, the cost of the
plan can be expected to increase (or decrease). Likewise if longevity is improving (or worsening),
increases (or decreases) in cost can be anticipated.

The Funding Policy employer contribution rate shown on the Executive Summary may be considered as a
minimum contribution rate that complies with the Board’s funding policy. The timely receipt of the
actuarially determined contributions is critical to support the financial health of the plan. Users of this
report should be aware that contributions made at the actuarially determined rate do not necessarily
guarantee benefit security.

PLAN MATURITY MEASURES

Risks facing a pension plan evolve over time. A young plan with virtually no investments and paying few
benefits may experience little investment risk. An older plan with a large number of members in pay
status and a significant trust may be much more exposed to investment risk. Several generally accepted
plan maturity measures are described below and are followed by a table showing a 10-year history of the
measurements for TAPERS.

RATIO OF MARKET VALUE OF ASSETS TO PAYROLL

The relationship between assets and payroll is a useful indicator of the potential volatility of
contributions. For example, if the market value of assets is 2.0 times the payroll, a return on assets 5%
different than assumed would equal 10% of payroll. A higher (lower) or increasing (decreasing) level of
this maturity measure generally indicates a higher (lower) or increasing (decreasing) volatility in plan
sponsor contributions as a percentage of payroll.

RATIO OF ACTUARIAL ACCRUED LIABILITY TO PAYROLL

The relationship between actuarial accrued liability and payroll is a useful indicator of the potential
volatility of contributions for a fully funded plan. A funding policy that targets a funded ratio of 100% is
expected to result in the ratio of assets to payroll and the ratio of liability to payroll converging over time.
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Assessment and Disclosure of Risk Associated with Measuring
Pension Obligations and Determining Pension Plan Contributions
(continued)

The ratio of liability to payroll may also be used as a measure of sensitivity of the liability itself. For
example, if the actuarial accrued liability is 2.5 times the payroll (5 to 2 ratio), a change in liability 2%
other than assumed would equal 5% of payroll. A higher (lower) or increasing (decreasing) level of this
maturity measure generally indicates a higher (lower) or increasing (decreasing) volatility in liability (and
also plan sponsor contributions) as a percentage of payroll.

RATIO OF ACTIVES TO RETIREES AND BENEFICIARIES

A young plan with many active members and few retirees will have a high ratio of active to retirees. A
mature open plan may have close to the same number of actives to retirees resulting in a ratio near 1.0.
A super-mature or closed plan may have significantly more retirees than actives resulting in a ratio below
1.0.

RATIO OF NET CASH FLOW TO MARKET VALUE OF ASSETS

A positive net cash flow means contributions exceed benefits and expenses. A negative cash flow means
existing funds are being used to make payments. A certain amount of negative net cash flow is generally
expected to occur when benefits are prefunded through a qualified trust. Large negative net cash flows
as a percent of assets may indicate a super-mature plan or a need for additional contributions.

DURATION OF ACTUARIAL ACCRUED LIABILITY

The duration of the actuarial accrued liability may be used to approximate the sensitivity to a 1% change
in the assumed rate of return. For example, duration of 10 indicates that the liability would increase
approximately 10% if the assumed rate of return were lowered 1%.

ADDITIONAL RISK ASSESSMENT

Additional assessment may include scenario tests, sensitivity tests, stochastic modeling, stress tests, and a
comparison of the present value of accrued benefits at low-risk discount rates with the actuarial accrued
liability.
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Assessment and Disclosure of Risk Associated with Measuring Pension Obligations and
Determining Pension Plan Contributions (continued)

2020 2019 2018 2017 2016 2015 2014 2013 2012

Ratio of the market value
of assets to payroll 4.86 5.69 5.90 4.51 4.27 461 4,51 3.98 3.91

Ratio of actuarial accrued
liability to payroll 13.96 12.76  12.28 9.29 8.56 8.40 7.61 6.97 6.75

Ratio of actives to retirees
and beneficiaries 0.42 0.42 0.47 0.68 0.74 0.75 0.89 1.00 1.26

Ratio of net cash flow to
market value of assets -10.2% -10.2% -6.2% -5.1% -7.1% -12.1% -21.8% -5.6% -5.6%

Duration of the actuarial
accrued liability* 12.33 11.60 NA NA NA NA NA NA NA

*Duration measure not available prior to 2019
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SECTION C

PLAN FUNDING INFORMATION



Table 1
Development of the Actuarially
Determined Employer Contribution

July 1, 2020 July 1, 2019
(1) (2) (3)

Final Assumptions Prior Assumptions
1. Covered Payroll S 620,511 S 620,511 S 597,900

2. Normal Cost

a. Total Normal Cost S 76,228 S 58,526 S 59,627
b. Assumed Administrative Expenses 35,000 35,000 35,000
c. Employee Contributions (2.00% of Payroll) (12,410) (12,410) (11,958)
d. Net Employer Normal Cost S 98,818 S 81,116 S 82,669

3. Total Actuarial Accrued Liability for:

a. Actives S 3,498,184 S 3,081,435 S 2,859,972
b. Transitioned Participants 264,483 219,486 243,272
¢. Inactive Participants 990,359 823,438 790,832
d. Retirees, Beneficiaries, and Disabled Retirees 3,912,360 3,604,606 3,736,907
e. Total S 8,665,386 S 7,728,965 S 7,630,983
4. Actuarial Value of Assets S 3,018,364 S 3,018,364 S 3,404,733
5. Unfunded Actuarial Accrued Liability (UAAL) (3e. - 4.) S 5,647,022 S 4,710,601 S 4,226,250
6. Funding Period 20 Years 20 Years 20 Years

7. Actuarial Determined Contribution

a. Net Employer Normal Cost S 98,818 S 81,116 S 82,669
b. Amortization of the UAAL 442,167 398,842 357,833
c. Total Contribution S 540,985 S 479,958 S 440,502
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Table 2
Total Present Value of Benefits

July 1, 2020 July 1, 2019
(1) (2) (3)
Final Assumptions Prior Assumptions
1. Active members
a. Retirement benefits S 3,896,062 S 3,361,825 S 3,156,243
b. Deferred termination benefits 2,417 1,766 2,354
c.  Refunds 0 0 0
d. Disability benefits 26,462 23,289 23,963
e. Death benefits 3,428 3,870 3,990
f.  Total S 3,928,369 S 3,390,750 S 3,186,550
2. Transitioned members
a. Retirement benefits S 259,107 S 214,695 S 237,979
b. Deferred termination benefits 4,128 3,330 3,781
c. Refunds 0 0 0
d. Disability benefits 0 0 0
e. Death benefits 1,248 1,461 1,512
f.  Total S 264,483 S 219,486 S 243,272
3.  Members in payment status
a. Service retirements S 3,032,887 S 2,762,186 S 2,824,075
b. Disability retirements 571,929 554,330 581,318
c. Beneficiaries 307,544 288,090 331,514
d. Total S 3,912,360 S 3,604,606 S 3,736,907
4. Inactive members
a. Vestedterminations S 990,359 S 823,438 S 790,832
b. Nonvested terminations 0 0 0
c. Total S 990,359 S 823,438 S 790,832
5. Total actuarial present value of future benefits S 9,095,571 S 8,038,280 S 7,957,561
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Table 3
Reconciliation of Plan Assets

Year Ending June 30,

2020 2019
(1) (2)
1. Market value of assets at beginning of year S 3,404,733 S 3,687,760
2. Revenue for the year
a. Contributions and receipts
i.  Member contributions S 13,379 S 12,582
ii. Employer contributions 150,227 108,742
iii. Total contributions S 163,606 S 121,324
b. Netinvestmentincome
i. Interest S 6,564 S 10,276
ii. Dividends 74,028 74,771
iii. Realized and unrealized gains (losses) (119,399) 9,439
iv. Total netinvestmentincome (38,807) 94,486
c. Total revenue S 124,799 S 215,810
3. Expenditures for the year
a. Benefit payments and refunds S (478,343) S (467,864)
b. Administrative and miscellaneous expenses (32,825) (30,973)
c. Total expenditures S (511,168) S (498,837)
4. Change in net assets (Item 2c + Item 3c) S (386,369) S (283,027)
5. Market value of assets at end of year (Iltem 1+ Item 4) S 3,018,364 S 3,404,733
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Table 4
Return on Plan Assets

Year Ending June 30,

Iltem 2020 2019
(1) (2) (3)
1. Assets as of the beginning of the year S 3,404,733 S 3,687,760
2. Contributions during plan year 163,606 121,324
3. Benefit payments made during plan year (478,343) (467,864)
4. Refunds of contributions during plan year 0 0
5. Administrative expenses during plan year (32,825) (30,973)
6. Investment return during plan year (38,807) 94,486
7. Assets as of the end of the year S 3,018,364 S 3,404,733

8. Rate of return determined on a money-weighted
basis in accordance with GASB Statement No. 67: -1.20% 2.68%
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Table 5
Investment Experience Gain or (Loss)

Valuation as of

Iltem July 1, 2020
(1) (2)
1. Actuarial assets, beginning of year S 3,404,733
2. Member and employer contributions S 163,606
3. Benefit payments and administrative expenses S (511,168)

4, Assumed net investment income at 6.00% on

a. Beginning of year assets S 204,284
b. Contributions 4,908
c. Benefit payments and admin expenses (15,335)
d. Total S 193,857

5. Expected actuarial assets, end of year

(Sum of items 1 through 4) S 3,251,028
6. Actual actuarial assets, end of year S 3,018,364
7. Asset gain (loss) for year (item 6 - item 5) S (232,664)
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Table 6
Actuarial Gain or (Loss) as of the Valuation Date

The Unfunded Actuarial Accrued Liability is the excess, if any, of the Actuarial Accrued Liability
over the Actuarial Asset Value. The Actuarial Gain/(Loss) is the difference between the
expected and actual Unfunded Actuarial Accrued Liability as of the valuation date.

1. Unfunded liability as of July 1, 2019 S 4,226,250

2. Normal cost as of July 1, 2019 59,627

3. Employer and member contributions for the plan year (163,606)

4. Intereston (1) for one year, and (2) and on (3) for half year. 250,456

5. Expected UAAL at beginning of July 1, 2020 S 4,372,727
=[(1)+(2)+(3)+(4)]

6. Increase in unfunded liability due to:

a.  Benefit changes S 0
b.  Assumption changes 936,421
7. Expected UAAL as of July 1, 2020 $ 5,309,148

after changes in assumptions, methods and plan provisions

8. Actual unfunded actuarial accrued liability as of July 1, 2020 5,647,022
9. Actuarial experience gain/(loss) (item 7 - item 8) S (337,874)
10. Actuarial asset gain/(loss) (table 5, item 7) (232,664)
11. Liability experience gain/(loss) (item 9 - item 10) S (105,210)
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Table 7

Schedule of Funding Progress

Unfunded Actuarial

Actuarial Value Actuarial Accrued Accrued Liability Funded Ratio Covered UAAL as % of
July 1, of Assets (AVA) Liability (AAL) (UAAL) (3) - (2) (2)/(3) Payroll Payroll (4)/(6)
(1) (2) (3) (4) (5) (6) (7)

2006 S 5,418,000 S 6,307,000 S 889,000 85.9% $ 1,668,000 53.3%
2007 5,740,000 6,375,000 635,000 90.0% 1,487,000 42.7%
2008 5,026,000 6,488,000 1,462,000 77.5% 1,445,000 101.2%
2009 4,393,000 6,888,000 2,495,000 63.8% 1,550,000 161.0%
2010 4,342,000 8,180,000 3,838,000 53.1% 1,544,000 248.6%
2011 4,796,000 8,610,000 3,814,000 55.7% 2,165,000 176.2%
2012 4,580,632 7,907,950 3,327,318 57.9% 1,172,390 283.8%
2013 4,727,698 8,289,199 3,561,501 57.0% 1,189,105 299.5%
2014 4,258,413 7,184,784 2,926,371 59.3% 943,584 310.1%
2015 3,798,826 6,923,434 3,124,608 54.9% 823,930 379.2%
2016 3,489,590 7,000,070 3,510,480 49.9% 817,749 429.3%
2017 3,642,291 7,501,654 3,859,363 48.6% 807,499 477.9%
2018 3,687,760 7,679,491 3,991,731 48.0% 625,483 638.2%
2019 3,404,733 7,630,983 4,226,250 44.6% 597,900 706.8%
2020 3,018,364 8,665,386 5,647,022 34.8% 620,511 910.1%
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SECTIOND

FINANCIAL REPORTING INFORMATION FOR THE PUBLIC
EMPLOYEE RETIREMENT SYSTEM DETERMINED IN ACCORDANCE
WITH GASB No. 67



Discussion

Accounting Standard

For pension plans that are administered through trusts or equivalent arrangements, Governmental
Accounting Standards Board (GASB) Statement No. 67 establishes standards of financial reporting for
separately issued financial reports and specifies the required approach for measuring the pension liability.

The following discussion provides a summary of the information that is required to be disclosed under
GASB Statement No. 67. A number of the required disclosure items under this standard are provided in this
section of the report. However, certain information, such as notes regarding accounting policies and
investments, are not included in this report and the City of Texarkana, Arkansas will be responsible for
preparing and disclosing that information to comply with this accounting standard.

Summary of Membership Information

The table below provides a summary of the number of participants with a benefit in the plan.

Summary of Population Statistics

Active plan members?* 28
Inactive members entitled to but not yet receiving benefits 33
Inactive plan members or beneficiaries currently receiving benefits 33
Total plan members 94

YIncludes 14 transition employees.
Measurement of the Net Pension Liability

The Net Pension Liability is measured as the Total Pension Liability, less the amount of the pension plan’s
Fiduciary Net Position. In actuarial terms, this will be the actuarial accrued liability less the market value of
assets.

A single discount rate of 2.58% was used to measure the Total Pension Liability as of June 30, 2020. This
single discount rate was based on the expected rate of return on pension plan investments of 5.00% and a
municipal bond rate of 2.45% (based on Fidelity Index’s 20-Year Municipal GO AA Index as of June 30,
2020). Based on the stated assumptions and the projection of cash flows, the pension plan’s Fiduciary Net
Position and future contributions were sufficient to finance the benefit payments through the 2026 fiscal
year. As aresult, the long-term expected rate of return on pension plan investments was applied to
projected benefit payments through the 2026 fiscal year and the municipal bond rate was applied to all
benefit payments after that date.
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate

As of June 30, 2020, the Net Pension Liability is $8,673,322. Below is a table providing the sensitivity of the
Net Pension Liability to changes in the discount rate. In particular, the table shows the plan’s Net Pension
Liability if it were calculated using a single discount rate that is one-percentage point lower or one-
percentage point higher than the single discount rate:

Single Discount

1% Decrease Rate Assumption 1% Increase
1.58% 2.58% 3.58%
$ 10,438,982 $ 8,673,322 $ 7,244,399

Additional Financial Reporting Information

The following tables provide additional financial reporting information under this accounting standard.
These tables include a: (1) Statement of Changes in Fiduciary Net Position, (2) Statement of Fiduciary Net
Position, (3) Schedule of Changes in the Employer’s Net Pension Liability and Related Ratios, (4) Schedule of

the Employer’s Net Pension Liability, (5) Schedule of Employer Contributions, and a (6) Schedule of
Investment Returns.
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Table 8
Statement of Changes in Fiduciary Net Position
(As Required by GASB #67)

Year Ending
June 30, 2020

1. Net Position Restricted for Pensions - Beginning of Year $ 3,404,733
2. Additions
a. Contributions for the year
i. Employer S 150,227
ii. Employees 13,379
iii. Other 0
iv. Total S 163,606
b. Netinvestmentincome
i. Interestand dividends S 80,592
ii. Netappreciation in fair value of investments (106,132)
iii. Lessinvestment expense (13,267)
iv. Total S (38,807)
c. Other S 0
d. Total additions S 124,799

3. Deductions

a. Benefit payments S (478,343)
b. Refunds of contributions 0
c. Administrative expenses (30,514)
d. Other (2,311)
e. Total deductions S (511,168)
4. Change in Net Position S (386,369)
5. Net Position Restricted for Pensions - End of Year S 3,018,364
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Table 9
Statement of Fiduciary Net Position
(As Required by GASB #67)

Year Ending
June 30, 2020

1. Assets
a. Cash and deposits S 294,583
b. Receivables S 3,022
c. Investments
i. Fixedincome S 1,638,047
ii. Equities - domestic 1,082,712
iii. Equities - international 0
iii. Real estate (i.e. REITs) 0
iv. Total S 2,720,759
d. Total Assets S 3,018,364
2. Liabilities
a. Accounts Payable S 0
b. Accrued Expenses 0
c. Total Liabilities S 0
3. Net Position Restricted for Pensions S 3,018,364
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Table 10
Schedule of Changes in the Employer’s Net Pension Liability and Related Ratios
(As Required by GASB #67)

Year ending June 30, 2020 2019 2018 2017 2016 2015 2014
1. Total Pension Liability
a. Service cost S 118,256 S 127,376 S 155,442 S 190,741 S 148,947 S 157,063 S 146,612
b. Intereston the Total Pension Liability 343,890 369,514 371,029 312,689 352,380 383,718 437,404
c. Benefitchanges 0 0 0 0 0 0 0
d. Difference between expected and actual
experience of the Total Pension Liability 109,323 (773) (189,311) 244,662 (12,438) (303,978) (678,256)
e. Assumption changes 1,185,194 643,576 (37,703) (567,285) 1,160,438 533,271 285,779
f.  Benefit payments (478,343) (467,864) (333,624) (284,717) (411,011) (599,457)  (1,136,474)
g. Refunds 0 0 0 0 0 0 0
Net Change in Total Pension Liability 1,278,320 671,829 (34,167) (103,910) 1,238,316 170,617 (944,935)
Total Pension Liability - Beginning 10,413,366 9,741,537 9,775,704 9,879,614 8,641,298 8,470,681 9,415,616
Total Pension Liability - Ending (a) $ 11,691,686 S 10,413,366 S 9,741,537 S 9,775,704 $ 9,879,614 S 8,641,298 S 8,470,681
Plan Fiduciary Net Position
a. Contributions - employer S 150,227 S 108,742 S 125,659 S 121,286 S 159,348 S 101,157 S 118,862
b. Contributions - member 13,379 12,582 15,132 16,340 16,870 18,981 23,772
c. Pension plan netinvestmentincome (38,807) 94,486 269,494 330,852 (40,966) 54,867 562,828
d. Benefit payments and refunds (478,343) (467,864) (333,624) (284,717) (411,011) (599,457)  (1,136,474)
e. Refunds 0 0 0 0 0 0 0
f.  Pension plan administrative expense (30,514) (30,973) (31,192) (31,060) (33,477) (35,135) (38,273)
g. Other (2,311) 0 0 0 0 0 0
Net Change in Plan Fiduciary Net Position (386,369) (283,027) 45,469 152,701 (309,236) (459,587) (469,285)
Plan Fiduciary Net Position - Beginning 3,404,733 3,687,760 3,642,291 3,489,590 3,798,826 4,258,413 4,727,698
Plan Fiduciary Net Position - Ending (b) S 3,018,364 S 3,404,733 $§ 3,687,760 S 3,642,291 S 3,489,590 S 3,798,826 S 4,258,413
Net Pension Liability - Ending (a) - (b) 8,673,322 7,008,633 6,053,777 6,133,413 6,390,024 4,842,472 4,212,268
Plan Fiduciary Net Position as a Percentage
of Total Pension Liability 25.8% 32.7% 37.9% 37.3% 35.3% 44.0% 50.3%
Covered Employee Payroll S 597,900 $ 625,483 $ 807,499 $ 817,749 §$ 823,930 $ 943,584 S 1,189,105
Net Pension Liability as a Percentage
of Covered Employee Payroll 1,451% 1,121% 750% 750% 776% 513% 354%

Notes to Schedule:

Assumption changes in 2020 include a change to the long-term rate of return from 6.0% to 5.0% and changes to the mortality assumptions.
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Table 11
Schedule of Employer’s Net Pension Liability
(As Required by GASB #67)

Total Plan Net Position Net Pension Liability
Year Ending Pension Plan Net Net Pension as a % of Total Covered as a % of
June 30, Liability Position Liability Pension Liability Payroll Covered Payroll

2014 S 8,470,681 S 4,258,413 S 4,212,268 50.3% S 1,189,105 354 %
2015 8,641,298 3,798,826 4,842,472 44.0 % 943,584 513 %
2016 9,879,614 3,489,590 6,390,024 353 % 823,930 776 %
2017 9,775,704 3,642,291 6,133,413 373 % 817,749 750 %
2018 9,741,537 3,687,760 6,053,777 379 % 807,499 750 %
2019 10,413,366 3,404,733 7,008,633 327 % 625,483 1,121 %
2020 11,691,686 3,018,364 8,673,322 25.8 % 597,900 1,451 %
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Table 12
Schedule of Employer Contributions
(As Required by GASB #67)

Actuarially Contribution Actual Contribution
Year Ending Determined Actual Deficiency Covered as a % of
June 30, Contribution Contribution (Excess) Payroll* Covered Payroll?

2014 S 914,015 S 118,862 S 795,153 S 1,189,105 10.00 %
2015 382,196 101,157 281,039 943,584 10.72 %
2016 424,388 159,348 265,040 823,930 1934 %
2017 416,373 121,286 295,087 817,749 1483 %
2018 440,488 125,659 314,829 807,499 15.56 %
2019 433,759 108,742 325,017 625,483 1739 %
2020 440,502 150,227 290,275 597,900 25.13 %

Notes:
! Payroll for the year ending June 30, based on the prior year's actuarial valuation.
% The City's current funding policy is to contribute 10% of covered payroll plus possible additional

appropriations budgeted by the City from time to time.

Notes to the Schedule of Employer Contributions

Valuation Date: July 1, 2020

The actuarially determined contribution documented in the scheduleis
calculated as of July 1, 2019. The actuarial methods and assumptions used
to determine the contribution rates reported in that schedule include:

Notes

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal
Amortization Method Level Dollar

Remaining Amortization Period 20 years

Asset Valuation Method Market Value

Inflation 2.75%

Salary Increases 3.00%

Investment Rate of Return 6.00%

Cost of Living Increases None

Mortality Gender-distinct RP2000 Combined Healthy Mortality Tables with Blue Collar

Adjustment are used with male rates multiplied by 109% and female rates
multiplied by 103%. The rates are projected on a fully generational basis by
scale BB to account for future mortality improvements.

Other Information:
Notes There were no benefit changes during the year.
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Table 13
Schedule of Investment Returns
(As Required by GASB #67)

Year
Ending
June 30, Annual Return®
(1) (2)

2013 9.07%
2014 12.73%
2015 1.36%
2016 -1.12%
2017 9.70%
2018 7.59%
2019 2.68%
2020 -1.20%

! Annual money-weighted rate of return, net of investment expenses.
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SECTION E

FINANCIAL REPORTING INFORMATION FOR THE CITY OF
TEXARKANA, ARKANSAS DETERMINED IN ACCORDANCE WITH
GASB No. 68



Table 14
Pension Expense
(As Required by GASB #68)

A. Expense
1. Service Cost S 118,256
2. Interest on the Total Pension Liability 343,890
3. Current-Period Benefit Changes 0
4. Employee Contributions (made negative for addition here) (13,379)
5. Projected Earnings on Plan Investments (made negative for addition here) (193,857)
6. Pension Plan Administrative Expense 30,514
7. Other Changes in Plan Fiduciary Net Position 2,311
8. Recognition of Outflow (Inflow) of Resources due to Liabilities 1,294,517
9. Recognition of Outflow (Inflow) of Resources due to Assets 84,891
10. Total Pension Expense S 1,667,143
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Table 15
Statement of Outflows and Inflows Arising
From the Current and Prior Reporting Periods

A. Outflows and Inflows of Resources by Source to be Recognized in Current Pension Expense

Outflows Inflows Net Outflows
of Resources of Resources of Resources
1. Differences between expected and actual experience S 109,323 S 0 S 109,323
2. Assumption Changes 1,185,194 0 1,185,194
3. Net Difference between projected and actual
earnings on pension plan investments 121,792 36,901 84,891
4. Total S 1,416,309 S 36,901 S 1,379,408

B. Deferred Outflows and Deferred Inflows of Resources by Source to be Recognized in Future Pension Expenses

Deferred Outflows Deferred Inflows Net Deferred Outflows
of Resources of Resources of Resources
1. Differences between expected and actual experience S 0 S 0 S 0
2. Assumption Changes 0 0 0
3. Net Difference between projected and actual
earnings on pension plan investments 255,403 48,430 206,973
4. Total S 255,403 S 48,430 S 206,973

C. Deferred Outflows and Deferred Inflows of Resources by Year to be Recognized in Future Pension Expenses

Year Ending Net Deferred Outflows
December 31 of Resources
2021 S 32,727
2022 58,091
2023 69,623
2024 46,532
2025 0
Thereafter 0
Total S 206,973
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Table 16
The Recognition of Liability Experience, Assumption Changes,
and Investment Experience in Current and Future Pension Expense

Recognition
Period
Year Loss / (Gain) (Years) 2020 2021 2022 2023 2024 Thereafter
2016 $  (12,438) 1.4700 $ - $ - $ - $ - $ - $ -
2017 244,662 1.0431 - - - - - -
2018 (189,311) 1.0000 - - - - - -
2019 (773) 1.0000 - - - - - -
2020 109,323 1.0000 109,323 - - - - -
Net increase (decrease) in pension expense S 109,323 S - S - S - S - S -
Recognition
Period
Year Loss / (Gain) (Years) 2020 2021 2022 2023 2024 Thereafter
2016 S 1,160,438 1.4700 S - S - S - S - S - S -
2017 (567,285) 1.0431 - - - - - -
2018 (37,703) 1.0000 - - - - - -
2019 643,576 1.0000 - - - - - -
2020 1,185,194 1.0000 1,185,194 - - - - -
Net increase (decrease) in pension expense $ 1,185,194 S - S - S - S - S -
Recognition
Period
Year Loss / (Gain) (Years) 2020 2021 2022 2023 2024 Thereafter
2016 $ 260,848 5.0000 $ 52,168 S - $ - $ - $ - $ -
2017 (126,821) 5.0000 (25,365) (25,361) - - - -
2018 (57,677) 5.0000 (11,536) (11,536) (11,533) - - -
2019 115,454 5.0000 23,091 23,091 23,091 23,090 - -
2020 232,664 5.0000 46,533 46,533 46,533 46,533 46,532 -
Net increase (decrease) in pension expense S 84,891 S 32,727 S 58,091 S 69,623 S 46,532 S -
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SECTION F

PARTICIPANT DEMOGRAPHIC INFORMATION



Table 17
Participant Data

. Active participants

Number

Number vested

Total payroll supplied
Average salary
Average age

Average vesting service

hD oo T o

. Transitioned participants

a. Number

b. Accrued annual benefits
c. Average age

d. Average vesting service

. Inactive participants

a. Number
c. Vested annual benefits

. Service retirees

a. Number

b. Total annual benefits
c. Average annual benefit
d. Average age

. Disabled retirees

a. Number

b. Total annual benefits
c. Average annual benefit
d. Average age

. Beneficiaries and spouses

a. Number

b. Total annual benefits
c. Average annual benefit
d. Average age

July 1, 2020 July 1, 2019
(1) (2)
14 14
14 14
$ 620511 $ 597,900
$ 44322 $ 42,707
54.7 53.7
23.6 226
14 18
$ 31,139 35,553
49.3 50.9
12.3 11.1
33 32
$ 132,709 $ 133,203
20 20
$ 265899 S 265,899
$ 13,295 $ 13,295
70.7 69.7
4 4
$ 77,053 S 77,053
S 19,263 S 19,263
59.6 58.6
9 9
S 36,708 S 36,708
S 4,079 S 4,079
74.7 73.7
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Table 18
Reconciliation of Participants

Deferred
Active Transitioned In-Payment*  Vested Total

July 1, 2019 14 18 33 32 97

New Participants

Rehired

Non-Vested Termination

Vested Termination (2) 2 0

Retirements

Lump-sum (2) (1) (3)

Disability

Death / Benefits Ceased

New Beneficiary

Net Change 0 (4) 0 1 (3)
July 1, 2020 14 14 33 33 94

* Includes service retirees, beneficiaries and disabled retirees
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SECTION G

SUMMARY OF ACTUARIAL ASSUMPTIONS AND METHODS



Summary of Actuarial Assumptions and Methods

1. Investment Return Rate

5.00% per year, net of investment expenses. The 5.00% is composed of a

2.25% inflation component and an assumed 2.75% net real rate of return.

2. Mortality Rates

Non-Disabled Retirees

Disabled Retirees

Active and Transitioned

3. Retirement Rates

Gender-distinct 2019 Municipal Retirees of Texas mortality tables are used.
The rates are projected on a fully generational basis using the ultimate rates
of scale MP-2014 to account for future mortality improvements.

Gender-distinct 2019 Municipal Retirees of Texas mortality tables are used
with a 4 year set-forward for males and a 3 year set-forward for females. In
addition, a 3.50% and 3.00% minimum mortality rate will be applied to reflect
the impairment for younger members who become disabled for males and
females, respectively. The rates are projected on a fully generational basis
using the ultimate rates of scale MP-2014 to account for future mortality
improvements, subject to the 3.50% or 3.00% floor.

The general employees subset of the Pub-2010 mortality tables are used for
males and females. The rates are projected on a fully generational basis using
the ultimate rates of scale MP-2014 to account for future mortality
improvements.

Members are assumed to retire at age 61 with 20 years of service but

not later than age 65. Those eligible for early retirement with an unreduced
benefit and those who are older than 65 are assumed to retire on the
valuation date.

4. Incidence of Disability Rates

Rate (%) — For Sample Ages

Age Male Participants Female Participants
20 0.004 0.001
25 0.005 0.002
30 0.010 0.004
35 0.027 0.013
40 0.067 0.036
45 0.130 0.075
50 0.208 0.133
55 0.306 0.218
60 0.384 0.299
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5. Termination Rates

Rate (%) — For Sample Ages

Age Male Participants Female Participants
20 5.438 5.438
25 4.895 4.895
30 3.702 3.702
35 2.349 2.349
40 1.128 1.128
45 0.265 0.265
50 0.000 0.000
55 0.000 0.000
60 0.000 0.000
6. Salary Increase Rates Salaries for individual employees are assumed to increase at the rate of

3.00% per year.

7. Other Assumptions

a)
b)
c)
d)

e)

f)

g)

h)

Percent married: 100% of employees are assumed to be married.

Age difference: Males spouses are assumed to be three years older than their spouses.
Cost of living escalators (COLA): None.

There will be no recoveries once disabled.

Assumed age for commencement of deferred benefits: Members electing to receive a deferred
benefit are assumed to commence receipt at the first age at which unreduced benefits are
available.

Pay increase timing: Beginning of (fiscal) year. This is equivalent to assuming that reported pays
represent amounts paid to members during the year ended on the valuation date.

Decrement timing: Decrements of all types are assumed to occur at the middle of the valuation
year.

Eligibility testing: Eligibility for benefits is determined based upon the age nearest birthday and
service nearest whole year on the date the decrement is assumed to occur.

Decrement relativity: Decrement rates are used directly without adjustment for multiple
decrement table effects.

Incidence of Contributions: Contributions are assumed to be received monthly throughout the
year.

Benefit Service: All members are assumed to accrue one (1) year of service each year. Exact
fractional service is used to determine the amount of benefit payable.

Administrative Expenses: Administrative expenses are assumed to be $35,000 per year.
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8.

9.

10.

Asset Valuation Method The actuarial value is defined as the market value of assets.

Actuarial Cost Method Entry Age Normal Cost Method

The Entry Age Normal actuarial cost method allocates the plan’s actuarial present value of future
benefits to various periods based upon service. The portion of the present value of future benefits
allocated to years of service prior to the valuation date is the actuarial accrued liability, and the portion
allocated to years following the valuation date is the present value of future normal costs. The normal
cost is determined for each active member as the level percent of payroll necessary to fully fund the
expected benefits to be earned over the career of each individual active member. The normal cost is
partially funded with active member contributions with the remainder funded by employer
contributions.

An unfunded accrued liability exists in the amount equal to the excess of actuarial accrued liability over
valuation assets.

Actuarially Determined Contribution

The actuarially determined contribution for the City is the sum of: (1) the employer normal cost, plus
expected administrative expenses, and (ii) the level dollar amortization of the unfunded actuarial
accrued liability.
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SECTIONH

SUMMARY OF BENEFITS PROVISIONS



Summary of Benefit Provisions

1. Plan Year: The twelve (12) month period ending June 30 of each year.

2. Effective Date: May 1, 1960

3. Type of Plan: Qualified single-employer governmental defined benefit retirement plan.

4, Eligibility: All full-time employees, except as noted below, who completed a year of service prior to

July 1, 2012 are participants in the plan.

Participant exceptions:

a. Employees covered by another retirement plan intended to qualify under IRC Section 401(a)
and maintained by the Employer or to which the Employer contributes; uniformed police and
fire personnel; leased employees; and elected officials.

b. The planis closed to new participants as of July 1, 2012.

5. Transition Participants: All participants in the plan who were not 100% vested in the Participant’s
Accrued Benefit as of June 30, 2012.

6. Employee Contributions: Participant contributions were not permitted prior to July 1, 2012. Effective
July 1, 2012, Participants, except for Transition Participants, contribute 2.00% of compensation per
year. Contributions are credited with interest at the rate of 4.00% per annum. Transition Participants
do not contribute to the plan.

7. Service: Participants receive credit for service while a full-time employee. The benefit service of
Transition Participants was frozen as of July 1, 2012; however these participants continue to receive
service credit for purposes of vesting and eligibility for early retirement benefits.

8. Average Monthly Compensation (AMC): Monthly compensation of a participant average over the five
consecutive complete calendar years with the employer which produce the highest monthly average.
If a participant has less than five complete calendar years with the Employer his AMC will be based on
his monthly compensation during his actual years of service. The AMC for a Transition Participant is
determined as of July 1, 2012.

9. Normal Retirement:
a. Eligibility: Age 65
b. Monthly Benefit: 1.80% times the participant’s AMC times their years of service

10. Early Retirement:
a. Eligibility: Attains age 55 and has completed 10 years of service
b. Reduction: A participant may retire with unreduced benefit upon attaining either (1) age 60 and
completed 20 years of service, or (2) age 55 and completed 30 years of service. Otherwise
benefits shall be reduced 1/360" for each month (1/30%" per year) by which the retirement date
precedes the participant’s normal retirement date.
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11.

12.

13.

14.

15.

Disability Retirement:
a. Eligibility: A participant must have 10 years of service and become totally and permanently
disabled. Transition Participants are not eligible for a disability retirement benefit.
b. Monthly Benefit:
1. Payable to age 65: 1.80% times the participant’s AMC times their years of service as if they
continued service to their normal retirement date (age 65).
2. Payable after age 65: 1.80% times the participant’s AMC times their years of service as of the
date of his termination of employment due to disability.

Vesting: Participants are entitled to a percentage of their benefit in accordance to the following table.
However, all participants are 100% vested in their benefit upon attaining age 65.

Years of Service Vested Percentage
Less than 6 0%

6 20%

7 40%

8 60%

9 80%

10 or more 100%

Deferred Termination Benefit:

a. Eligibility — A participant are entitled to their vested accrued benefit upon termination of
employment.

b. Benefit — The monthly benefit payable at their normal retirement age (age 65) will be based on
the participant’s AMC and service at the time of termination of employment.

Death Benefit prior to Retirement

a. Eligibility — A deceased participant is 100% vested in their retirement benefit if they die while in
service with the employer. The beneficiary of a participant who has terminated employment with
the employer with a deferred vested benefit is vested in the same percentage that such deceased
was vested.

b. Benefit — The beneficiary will receive a monthly benefit that is actuarially equivalent to the
present value of the participant’s vested accrued monthly retirement benefit determined as of
the their date of death.

Normal Form of Payment: Benefits will be payable for life of the participant.
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16.

17.

Optional Forms of Payment: Various optional forms are available and are equal to the Actuarial
Equivalent of the Normal Form.

Option 1 (10-year certain and life): A reduced annuity payable for the life of the participant with
payments guaranteed for up to 240 months (10 years).

Option 2 (100% Joint & Survivor): A reduced annuity payable as long as either the member or his/her
spouse is living.

Option 3 (100% Joint & Survivor with 10-years certain): A reduced annuity payable as long as either
the member or his/her spouse is living with payments guaranteed for up to 240 months (10 years).

Option 4 (Certain only period): Adjusted annuity payments in the form of equal monthly, quarterly,
semi-annual or annual installments over a period not to exceed the lesser of 15 years or the
participant’s life expectancy.

Option 5 (Lump-sum payment): One-time distribution in lieu of a monthly annuity.

Cost-of-living Increase: There are no automatic cost-of-living increases provided by the plan.
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