RETIREMENT COMMISSION MINUTES

The Retirement Commission met on Wednesday, September 22, 2021, The following members were
present: Chris Cullinan, Jason Vandever, Scott Hendrix, Chip Boyles, Heather Hill, Joe Hatter, Al
Elias, Markell Henderson, Ben Cullop. Absent: David Hughes, Others present: Brian Wheeler, Sara
Butler, Lisa Burch, Krisy Hammill, Greg McNeillie.

Call to Order
Jason Vandever called the meeting to order at 8:32 AM.

Approval of Minutes
The minutes from the June 2021 meeting were approved unanimously.

Annuai Financial Review

Greg McNeiilie from Dahab Lewewed the previous fiscal year investment returns for the
Charlottesville Retirement System portfolio. He also updated the Commission on the progress
towards reducing energy investments per the ESG investment policy.

Administrative Update

Lisa Burch updated the Commission on the status of the approved changes to appointed member
terms. She also notified the Commission that meetings will continue to be virtual until City Hall is
completely opened. She requested feedback regarding the November and December meetings. It
was agreed to revisit the scheduling of those meetings at the October 27, 2021 meeting.

Adjournment
The meeting adjourned at 9:45 AM.
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* |nvestment performance
+ Return on Fiduciary Net Position was 28.70% (for financial reporting)
* Return on Actuarial Asset Value was 13.30% {4-year smoothing for -
contribution rates)
+ Assumed return is 7.50%

* Net Pension Liability (for GASB reporting)
¢ Decreased from $91.2M to $63.5M primarily due to investment
performance _
* The funded status improved from 56.8% to 70.5%

« Actuarially Determined Contribution (ADC)
* Decreases from 26.36% (fiscal 2022) to 24.85% (fiscal 2023)
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« Actuarial assumptions and methods

®

An experience study was completed for the 5-year period ended June 30, |
2019 resulting in changes to several assumptions used to complete the
June 30, 2020 valuation

In order to determine contribution rates, the unfunded liability as of June
30, 2020 is being amortized over a period of 15 years; this is consistent
with the remaining amortization per:od prior to the completion of the
experience study

Future actuarial gains (losses) are also amortized over a period of 15
years

* Plan provisions

There have been no changes since the last valuation

increased employee contributions are not being used to offset future
employer contributions

"~ A COLA of 1% was granted effectlve July 1, 2021; this is consistent W|th

our assumption
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+ The number of retirees has increased 73% since 2008; there are currently .97 active members for each retiree (down from 1.76 in 2008}
+  DC plan membership has trended slightly upward the last few years; 33 of the DC plan members also have a vested benefit in the DB plan
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Net Pension Liability

$250,000,000

$200,000,000

$150,000,000

$100,000,000

$50,000,000 —
2014 2016 7 18 19 i} 2021

# Total Penslon Liability | 152,845,015 | 176,497,294 | 181,372,831 | 186,981,459 | 195,103,526 | 201,427,625 211,072,055 | 215,294,510
& Fiduclary Net Position | 95,898,134 96,099,075 91,212,734 | 100,400,439 | 110,307,442 | 117,476,409 | 119,920,421 | 151,825,839
1 Net Pension Liability 56,946,881 80,398,219 90,160,097 86,581,020 84,796,084 83,951,217 91,151,634 63,468,671

+ The Net Pension Liability (NPL) decreased in 2021 primarily due to investment performance

+ A +/- 1% change in the discount rate would result in a significant change in the NPL (-/+ approximately $22M)

¢ The NPLis reported on the City’s balance sheet in accordance with GASB 68
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Assetsand Liabilities
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550,000,000
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SO 2003 2002 2010 2011 2012 2613 2014 15 20%6 2017 20:8 2019 2020 2021 D‘O%
T Penston Uablity - Active 49,702,725 | 51,974,295 | s08772,242 | 50,550,240 | 53,668,653 | 65,233,004 65;442,703 69,958,205 | 70,224,566 | 73,398,297 | 69,819,411 | 71,674,285 | 56,932,615 | 68,592,263
R Penston Uablily - Term Vested| 4,700,830 4,695,273 5,168,289 5,366,642 5,141,264 5,738,112 5,905,585 1,721,004 8,623,603 7,562,920 8,084,730 7887418 8,582,624 8,726,227
ERERRT Pension Uablity - Retved 57,518,062 | 58,862,234 | 64,047,604 | £7,445239 | 58,419,135 | 76,451,534 | 81,496,722 | 98,218,065 | 102,524,657 | 106,019,592 | 117,189,385 | 121,865,923 | 135496,816} 137,976,015
e Fldudany et Positlon 80,094,885 | 62,705,375 | 66,568,620 | 78,008,795 | 74,987,847 | 82,659,121 | 95,898,134 | 95,005,075 | 21,212,734 1 100,400,430 | 110,307,442 | 117,476,400 | 119,620,421 | 151,825,830
pem====> Fundad S{atus 71.9% 54.3% 55.4% 63.3% 58.5% 56.1% 62736 54.4% 50.3% 53.7% 56.5% 58.3% 56.8% 10.5%

« The Funded status is the highest it has been since 2008

» The Total Pension Liability has steadily increased as benefits accrue

+ Assets have increased significantly since 2016 {66%)

* In 2024, Retired and Terminated Participants account for 68% of the Total Pension Liability (56% in 2008}
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Funded Status
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«  The funded status dropped significantly in 2009 due to investment performance which was the primary reasen it increased in 2011 and 2014.

+ The funded status declined in 2015 due to less than favorable investment performance and changes in actuarlal assumptions

+  The funded status declined in 2016 primarily due to investment performance

¢« The funded status improved in 2017, 2018 and 2019 primarily due to invesitment performance but also due to additional employer contributions made
in 2018 and 2019

+ The funded status declined in 2020 pritnarily due to investment performance and changes in actuarial assumptions

+ The funded status impreved significantly in 2021 due o investment performance
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Rate of Return
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et MV Return | -4.22% [-19.31%1 10.80% | 22.64% | -0.46% | 14.90% | 19.29% | 3.63% | -1.64% [ 13.71% | 10.49% | 8.18% | 3.08% | 28.70%
et AAV Retumn| 5.05% [-15.67%110.37% | 6.73% | 2.77% | 11.44% | 13.85% | 13.76% | 5.22% | 6.29% | 8.07% | 7.86% | 8.64% | 13.30%
e Agsiimed 7.50% | 7.50% ] 7.50% | 7.50% | 7.50% | 7.50% | 7.50% | 7.50% | 7.50% | 7.50% | 7.50% | 7.50% | 7.50% | 7.50%

+  The volatility of actuai retums versus the assumed 7.5% provides justification for maintaining an actuariai asset smoothing method to cletermzne

contribution rates aithough market value must be used for financial reporting.
« ‘Fhe 5-year average returns as of June 30, 2021 were as follows:
Market Value:
Actuarial Asset Value: 8.83%

12.83%
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Contributions, Distributions, and Investment Earnings
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emmfEezss |nvestment Earnlngs

+ Employee contributions have leveled off now that employee contribution rates have been fully phased in
s Employer contributions have always equaled or exceeded the ADC

i1
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Employer Contribution Rates
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Valuation Date
{Applies to next fiscal year; Adjusted for Monthly Payments)

Contribution rates have decreased this year primarily due to investment performance even though the gain is being spread over 4 years

‘The unfunded liability is amortized as a level percent of pay with the assumption that covered payroil will increase 3% per year. If covered payroll
remains level or declines, the rate will increase even though the dollar amount may not. Covered payroll increased .77% from 2620 to 2021
Much of the increase In 2615 was due o the addition of the 1% future COLA assumption
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7

10 Year Projecti

¢ Assume no changes in plan provisions or contribution strategies
* Active population assumed to remain at current levels

« Assets assumed to return 7.5% each year in the future

-+ Covered Payroll increases 3% per year

« All other actuarial assumptions assumed to be realized

* It is assumed that the City will continue to fully fund the Actuarially
Determined Contribution (ADC) each year
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The funded status is projected to increase to 80% by 2025 and 100% by 2031 assuming an annual return on assets of 7.5% and full

funding of the ADC,
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10 Year Proj'ect;__o.n -
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Fiscal Year Ended

Contribution rates are expected to decline significantly as the funded status improves, if all assumptions are realized.

15

SageView Consulting Group



Postreti A €




Commentary

» Actuarial assumptions and methods

s For the 7/2021 valuation, the mortality improvement scale was updated
from the MP-2019 table to the MP-2020 table

* The trend assumption was reset from the last year

* Claims Experience

* For the second year in a row, the claims experience was very good which
resulted in a slight reduction in premiums from the prior year

* This better-than-expected claims experience help to produce an actuarial
gain for the year of approximately $6.0 million {7.67% reduction)

* Plan provisions |
°  No changes since the last valuation
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Commenta

* Investment performance

®

Assumed return on assets of 7.50%
Estimated return was 28.70%

This much better than expected return resulted in a $9.9 million gain for
the year

* Funded status

Increased from 62.8% to 82.1% primarily due to the strong investment
return

» Annual Required Contribution

Continued decline from 9.40% (fiscal 2021) to 7.68% (fiscal 2022} to
4.66% (fiscal 2023)

There was a supplemental contribution from the City during the fiscal
year ending June 30, 2021 of $246K
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Membership

1,800
1,600 5 =
1.400 . ¢
1,200
1,000 | g & Z e - ot
840
600 — T
400 . e e
200
0 2011 2012 2013 2014 2015 2016 2617 2018 019 2020 2021
weBma Active | 985 979 1,007 1,006 99% 981 1,003 1,023 1,083 1,028 1,001
wggnens R et fred 414 A8 415 433 458 478 502 528 546 568 567
emmnTotal © 1,399 1,387 1,422 1,439 1,456 1,459 1,505 1,551 1,57% 1,596 1,568

Of the 1,001 actives at 7/1/2021, there are 193 {211 last year) grandfathered, 221 {244 last year) non-grandfathered
Ptan 1 participants and 587 {573 last year) Plan 2 participants. ‘
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Current Res ilts anc Hist
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Fiduciary Net Position
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2017 | 2018 | 2019 2000 | 2021
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47,029,972 ¢ 47,625,029 | 44,939,499 34,579,297 | 27,722,051 | 13,089,344

43.0%  474% . 565% 62.8% P 821%

100.0%
90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%

GASB 75 was effective beginning in 2017; GASB 45 reporting in prior years
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Cash Flow
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Net cash flow has been positive each year.
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« The decrease In the 2021 was due to the better-than-expected asset return.
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10 Year Projec

7.

* Assume no changes in contribution strategies for the plan
« City assumed to contribute the ADC each year

« Active population assumed to remain at current levels

» Assets assumed to return 7.5% each year in the future

« Medical trend assumed to be 7.5% year 1, decreasing to 4.5% after 6 years
* Dental trend assumed to be 4% per year o

'+ Covered payroll for amortization payment increases 3% per year

« All other actuarial assumptions assumed to be realized
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The liability split between active employees and retirees is expected to change from 37%/63% to approximately

31%/69% over the 10-year period.
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26 SageView Consulting Group



100.0%
90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

0.0%

Projected Funded Status
82.1% 82.4% 82,7% 83.1% 83.3% 83,7% 83.9% 84.3% 84.6%  84.9%
T T T i T 1
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Valuation Date

Funded status is projected to increase, assuming the ADC is fully funded each year.

27

SageView Consuiting Group




8.00%
7.00%

6.00%

5.00% -

4.00%

3.00%

2.00%

1.00%

0.00%

Projected Employer Contribution Rates

4.66% 4,62% 4.59% 4.57% 4,53% 4.51% 4.49% 4.46% 4.43% 4.41%
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Fiscal Year Ended

The ADC is projected to decline slightly over the period as the funded status increases.
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City contributions {ADC) are projected to increase as projected covered payroll increases; retiree contributions will
increase faster as the number of retirees increase.
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