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Aprif 7, 2021

Ms. Melody Countess, CPA

Chief Operating Officer

Maryland State Retirement Agency
120 East Baltimore Street — 16 Floor
Baltimore, Maryland 21202

Re: Somerset County Sheriffs — Employee Transfer — Preliminary Valuation
Dear Melody:

It is our understanding that 18 Sheriff's office employees currently enrolled under the Somerset County
Sheriffs (Location 8411) are to be transferred from the Employees’ Contributory System (ECS) to the Law
Enforcement Officers’ Pension System (LEOPS). We understand the transfer will be effective July 1, 2021,
and is considered a partial withdrawal from ECS and an entry into LEOPS. Assets to be transferred to LEOPS
as well as a new entrant Hability (or asset) are calculated for the transferring members,

Asset Transfer at Market Value

in order to calculate the assets transferring to LEOPS, we used the calculation methodology set forth in
Section 21-305.5 for determining assets allocable to employees who elect to withdraw from a system. We
applied that method to this situation to determine the assets allocable to the 18 employees who are being
transferred. We believe that this method is reasonable for this purpose, although it is not actually dictated
by statute. If another method should be used, please let us know.

The Market Value of Assets attributable to the 18 transferring employees from the Somerset County
Sheriffs is $1,069,845, (the Actuarial Value is $1,096,357). in order to calculate the assets attributable to the
transferring employees, assets were projected to June 30, 2021 using a 7.40% market rate of return. The
June 30, 2020 Participant Funding Ratio (PFR} of 83.00% for ECS was used for this valuation. This is the PFR
for the fiscal year preceding the effective date of transfer calculated in accordance with Section 21-305.5 of
the Maryland Code. The PFR was developed from the annual valuation as of June 30, 2020, of the MSRPS
for participating Municipal Corporations. The following exhibits contain details of this calculation:

»  Exhibit | - Description of the Withdrawal Calculation for Withdrawals from ECS
*  Exhibit Il - Calculation of the Participant Funding Ratio (PFR)

o  Exhibit lll - Calculation of the Asset Transfer at Withdrawal

s Exhibit {V —Summary of the Data Used in the Calculation (as of June 30, 2020)
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Calculation of the New Entrant Liability {or Asset}

The Somerset County Sheriffs will contribute the municipal LEOPS Basic Employer Cost Rate for its
transferring employees plus the calculated new entrant unfunded liability payment/{credit) shown in
Exhibit Vi. Consistent with historical practice, PGUs entering the System contribute the pooled Basic
Employer Rate, Differences in the demographic characteristics of the members of the PGU compared to the
total LEOPS Municipal System may result in higher or lower costs than if the PGU was valued individually.
The fiscal year 2022 municipal LEOPS Basic Employer Cost Rate is 34.21% of payroll. The actual rates will
change from year to year based on future gains and losses, benefit changes, and assumption changes.

As requested, we have completed the valuation with 100% recognition of past service for all participants.
The past service recognition will count toward all past service used for benefits and eligibility purposes. The
new entrant liability credit is a result of comparing the estimated Unfunded Actuarial Accrued Liability
{UAAL) contribution rate of 11.41% (based on the demographics of the Somerset County Sheriffs employees
that are transferring and after applying the 51,069,845 transferred assets) to the projected 18.42% LEOPS
Municipal UAAL contribution rate as of June 30, 2021. The UAAL contribution rates will be based on
amortizing the UAAL as a level percentage of payroll over a closed 18-year pericd {the remaining
amortization period for LEOPS Municipal that will be used in the lune 30, 2021 valuation).

The resulting estimated new entrant credit is $787,453 as of July 1, 2021. This amount can be amortized
with level doliar credits of $67,569 over a 25-year period. All amortizations are over 25 years as provided by
Section 21-306.1{d) of the Maryland Code. These annual credits are illustrated to begin December 31, 2021,

The following exhibits contain details of this calculation:

e Exhibit IV — Summary of the Data Used in the Calculation (as of June 30, 2020}
s Exhibit V — Cailculation of the UAAL Contribution Rates and the New Entrant Payment/{Credit)
s Exhibit VI — New Entrant Payment/{Credit) Amaortization Schedule

Data and Assumptions

The actuarial assumptions and applicable benefit provisions are the same as those adopted by the Board
for first use in the actuarial valuation as of June 30, 2020. In particular, the assumed rate of investment
return was 7.40% and the assumed rate of active member payroll growth was 3.10%.

The fiability for transferring members is based on payroll and service from the actuarial valuation as of
tune 30, 2020. Transferring members were identified based on a file provided by SRA. Data and Habilities
for the remaining members were from the valuation as of June 30, 2020. The calculations in this letter are
based on assumptions and methods as described in the actuarial valuation as of June 30, 2020. All
disclosures in the actuarial valuation report apply to the calculations in this letter.

GRS
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The results of the final valuation will differ from the preliminary valuation based on such factors
including, but not limited to: the extent actual experience differs from the assumptions used in the
preliminary valuation, future assumptions or henefit changes that are adopted and effective between the
date of the preliminary valuation and the transfer date, or any differences or changes in the demographic
data for LEOPS or the Somerset County Sheriffs from the information used in the preliminary valuation,
which may require a payment instead of receiving a credit. If you have reason to believe that the
assumptions used are unreasonable, you should contact the author prior to relying on the information
conveyed herein.

Required Disclosures

This report was prepared at the request of the Somerset County Sheriffs and is intended for use by the
Maryland State Retirement Agency (SRA) and the Somerset County Sheriffs and those designated or
approved by the SRA or the Somerset County Sheriffs. This report may be provided to other parties only in
its entirety and only with the permission of the SRA or the Somerset County Sheriffs. GRS is not responsible
for unauthorized use of this report. The purpose of this valuation is to calculate the new entrant liability or
credit and resulting amortization payments or credits to be made over a 25-year period for the Somerset
County Sheriffs to enter into the municipal Law Enforcement Officer’s Pension System (LEOPS) as of

July 1, 2021. This report should not be relied on for any purpose other than the purpose previously
described.

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 econamic ar demographic assumptions; 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 actuary did not perform an analysis of the
potential range of such future measurements in this actuarial valuation report.

This report was prepared using our proprietary valuation model and related software which in our
professional judgment has the capability to provide resuits that are consistent with the purposes of the
valuation and has no material limitations or known weaknesses, We performed tests to ensure that the
model reasonably represents that which is intended to be modeled.

This report has been prepared by an actuary who has substantial experience valuing public employee
retirement systems. We certify that, to the best of our knowledge, this report is complete and accurate and
has been prepared in aceordance with Maryland's Annotated Code and generally recognized and accepted
actuarial principles and practices which are consistent with the Code of Professional Conduct and applicable
Actuarial Standards of Practice as promulgated by the Actuarial Standards Board.

The signing actuary is independent of the plan sponsor.
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Brad Lee Armstrong is a Member of the American Academy of Actuaries {MAAA), and meets the
Qualification Standards of the American Academy of Actuaries to render the actuarial opinions contained
herein.

Please contact me if you have any questions or comments.
Sincerely,

Brad Lee Armstrong, ASA, EA, FCA, MAAA
Consulting Actuary

BLA:ah
Enclosure

cc: Dean Kenderdine, Executive Director
Patricia Fitzhugh, Deputy Chief Operating Officer
Brian Murphy, GRS




Exhibit |
Description of Withdrawal Calculation
Withdrawals from ECS

Upon application of withdrawal by the Participating Governmental Unit (PGU) a special one-time calculation
will be made by the actuary to determine: (1) whether any assets can be transferred out of the State System to
a new successor plan on behalf of the withdrawing participants; and (2) whether a withdrawal liability needs to
be assessed against the withdrawing PGU to fund liabilities remaining in the State System.

These determinations will be made as follows: At the time of withdrawal, an allocation of current State system
assets, if any, will be made to all participants of the withdrawing PGU. This allocation will be based upon a
determination made by the actuary in the preceding year's valuation which determines what portion of the
actuarial value of total State System assets are available, if any, to cover the actuarial liabilities of all
participants in the State System. This ratio will be called the “participant funding ratio” (PFR) and will be
calculated as follows: The “adjusted actuarial value of assets” will be equal to the total actuarial value of assets
less the present value of all future credits applied to over-funded PGUs, and plus the present value of all future
(1) charges payable by under-funded PGUs, (2) special payments payable by prior new entrants, and {3)
withdrawal liability payments due from PGUs who have withdrawn on or after July 1, 1997. The ratio of the
“adjusted actuarial value of assets” to the total actuarial liability of the plan participants is the preliminary PFR
for that valuation. If the preliminary PFR is less than 1.0, then the final PFR will equal the preliminary PFR. If the
preliminary PFR is greater than 1.0 but less than 1.1, the final PFR will be set to 1.0. If the preliminary PFR is
greater than 1.1, the final PFR will equal the preliminary PFR reduced by 0.1. That is, the final PFR will
recognize any overfunding in excess of 110% of the liabilities. A separate PFR is calculated for those PGUs who
declined to elect the enhanced pension system.

Once it is determined which participants of the withdrawing PGUs are electing to withdraw from the State
System, and which elect to remain, the PFR from the prior year’s valuation will be applied to the actuarial
liabilities of each group to make the final determinations. Except for the transition amounts, which will be
discussed on the following page, the assets available to be transferred out of the State System will be equal to
the PFR times the actuarial liability attributable to withdrawing participants, less the outstanding balance, if
any, of the future deficit charges and special payments owed by the withdrawing PGUs. This actuarial value of
assets will be adjusted to a market value basis by applying the ratio of market value to the actuarial value of
assets of the PGU plan as of the date of withdrawal.

The withdrawing PGU will continue to make normal cost, unfunded actuarial accrued liability contributions,
and Retirement System surcharge payments for members who elect to remain within the State System. in
addition, the PGU may make payments towards a withdrawal liability, calculated to fund the unfunded liability
of thase members remaining. The withdrawal liability for any withdrawing PGU shall be equal to the actuarial
liabilities remaining in the State System on behalf of the remaining active participants multiplied by the
complement of the PFR {i.e., 1-PFR%), but not less than zero.
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Transition Rule

When the withdrawal rules were changed in 1997 there was a special, one-time calculation made to avoid
windfalls due to the change.

To avoid the situation of a particular PGU receiving a sudden gain in position between the current and previous
withdrawal rules, a transition amount was determined for each PGU who as of June 30, 1995 was determined
to be “underfunded” and as a result have been assessed the payment charge described earlier. For each of
these affected PGUs a transition amount was determined as of June 30, 1995 which is equal to the difference,
if any, between the net position of the PGU between the current and previous rules for withdrawal. If a
withdrawal action is initiated by one of the PGUs which has a transition amount, the remaining balance of the
transition amount will be used to reduce the assets otherwise transferable. This transition amount is being
written down at the rate of 4% per year until it is eliminated 25 years from Juhe 306, 1995.

As just stated, the transition amount is the difference between the net position of the PGU before and after
the current withdrawal rules were applied, as of the effective date of the current rules. The net position is
equal to the difference between the assets availabie to be transferred and the withdrawal liability amount as
of the effective date assuming all Pension System active participants of the PGU elected to withdraw and all
former and active participants in the Retirement System elected to remain in the System.

Partial Withdrawals

In the case of a partial withdrawal, that is a withdrawal for which only a certain homogenous group of
members (e.g., law enforcement officers, detention center officers, or firefighters) is eligible, the calculations
for asset transfer follow the same rules as for a full withdrawal. The only difference is that a first step must be
taken to allocate all surplus amounts, deficit amounts, transition amounts and special payment amounts
between the eligible group and the ineligible group on the basis of the ratio of active accrued liabilities of
these groups.

In case of a partial withdrawal, there is no calculation of withdrawal liability. Members of the withdrawai-
eligible group who elect to remain with the plan are treated in the same fashion as employees of the PGU who
were not eligible to withdraw. The PGU will continue the full Pooled contribution rate on the payroll of these
members.

41712021 -2-




Exhibit II

Employees Combined System
Participant Funding Ratio

as of June 30, 2020*
Numerator of the PFR - : DRI T ORI OCHE R S
' (1) Actuarlal Value of Assets ' S 4,557,369,878
{2} New Entrant Liability 678,566
{3) Deficit Allocated 15,575,214
{4) Withdrawn Liability 460,605
(5) Surplus Allocated {452,154)
(6)  Adjusted Assets (1) + (2} +(3) + (4} +(5) $ - 4,573,632,100
DenommatorofthePFR ARSI .:
{7 Total Entry Age Actuanal Accrued Liablisty ' S 5,510,171, 225
PartiCIpantFundngatlo EEER R D e R e e T 5 PRI
(8) Prellmlnary Particmant Fundmg Ratlo (6} / (7) 83.00%
(9) Excess over 100% [{8) - 100%, bounded by 0%,10%] 0.00%
(10)  Final Participant Funding Ratio (8) - (9} 83.00%

* 2020 results from Table H1-2, Table i1-3, Table -4, and Table IV-1 of the Maryiahd Municipal Corporations actuarial
valuation report as of June 30, 2020.
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(1)
{2)
(3)

(5}

(6)

(7)

(9}

(10)

Somerset County Sheriffs

Asset Transfer at Withdrawal

ECS Actuarial liabilities attributable to remaining active members#

ECS Actuarial liabilities attributable to transferring active members#

Total ECS actuarial liability of all active members (1) + (2)#

QOutstanding Balance as of july 1, 2021
New Entrant Batance
Surplus Balance
Balances of Special Payments
Transition Amount

Participant Funded Ratio {PFR) at June 30, 2020 {from
Exhibit I1)

Portion of active assets attributable to transferring active
members at actuarial value (2} x (5)

Reduce by transferring balance of
a. New Entrant Balance
b. Surplus Balance
c. Balances of Special Payments
d. Transition Amount
e. Total Reductions (a+b +c+d)

Actuarial value of assets to be transferred (6) - (7)

ECS Market Value of Assets {MVA) at July 1, 2021*
ECS Actuarial Value of Assets (AVA) at July 1, 2021*
ECS Ratio of MVA to AVA at July 1, 2021*

Gross assets attributable to transferring employees on a market

value basis {8) x (9)

Remaining

Exhibit IH

S 16,826,683
1,320,912
18,147,595

Transferring

$

S -
83.00%

S 1,096,357

S -

) -

S 1,096,357

§  4,592,316,934
S 4,706,119,344
0.9758182

$ 1,069,845

Actuarial liabilities are projected from the measurement date of June 30, 2020 to the projected transfer date of July

1, 2021,

* Estimated based on assuming a market rate of return of 7.40% in fiscal year 2021.
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Exhibit IV

Somerset County Sheriffs
Summary of Data used in Calculations

Average Average  Average

Active Members as of June 30, 2020 Count Age Service Salary

Assumed to Transfer to LEOPS 18 35.6 8.7 $ 50,683
Assumed to Remain with ECS 178 48.9 il.6 41,394
Total Active 196 47.7 11.3 42,247

Summary of Data Used in New Entrant Liability Calculations

LEOPS
Municipal Actives
Somerset County at
Sheriffs _ June 30, 2020
Number: 18 1,107
Covered Payroll: $912,298 $ 74,400,262
Average Age: 35.6 years 39.2 years
Average Eligibility Service Recognized: 8.7 years 10.6 years
Average Annual Pay: 550,683 565,402
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Exhibit vV

MARYLAND STATE RETIREMENT AND PENSION SYSTEM
Calculation of New Entrant Liability Payment/{Credit)

Somerset County Sheriffs

Somerset County
Sheriffs

New Entrant

LEOPS Municipal Contribution

LEOPS Actuarial Accrued Liability (AAL) as of June 30, 2020 S 1,970,377 § 513,288,036

Projected LEOPS AAL as of June 30, 2021 ) 2,370,844 S 546,054,198

Actuarial Value of Assets (AVA) as of June 30, 2020 $ 351,605,379

Market Value of Assets {MVA) as of June 30, 2020 S 341,225,367

Projected AVA as of June 30, 2021 S 382,396,949

Projected MVA as of June 30, 2021* S 1,069,845 & 373,777,085

Projected New Entrant Liability Balances as of June 30, 2021 5 {12,657,949)

Projected Unfunded AAL (UAAL) as of June 30, 2021 S 1,300,999 § 176,315,198

18-year Level Percent of Pay Amortization Factor 12.550109 12.550109

UAAL Amortization Payment S 103,664 S 14,048,897

Payroll as of June 30, 2020 5 868,161 S 72,400,262

Projected Payroli as of June 30, 2021 S 895,074 S 74,644,670

Payroll Projected to Next Fiscal Year § 908,842 S 75,792,832

UAAL Contribution Rate 11.41% - 18.42% = (7.01)%
New Entrant UAAL Balance {$895,074 x-7.01% x 12.550108) S {787,453)
25-Year Level Dollar Amortization Factor 11.654074
tevel Dollar Payment/{Credit) S (67,569)

* For LEOPS, assumes a market rate of return of 7.40% in fiscal year 2021,
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MARYLAND STATE RETIREMENT AND PENSION SYSTEM

New Entrant Liability Payment/(Credit) Schedule

Exhibit VI

Somerset County Sheriffs
Baiance before Payment/
Date Payment/{Credit) # {Credit) Interest* Principal Balance

luly 1, 2021 s (787,453)
December31, 2021 $ (816,069) S (67,569) $  (28616) $  (38,953) {748,500)
December 31, 2022 (803,889) (67,569) (55,389) (12,180) (736,320)
December 31, 2023 (790,808) (67,569) (54,488) (13,081) (723,239)
December 31, 2024 (776,759) (67,569) (53,520) (14,049) {709,190)
December 31, 2025 {761,670) (67,569} (52,480} {15,089) (694,101)
December 31, 2026 (745,464) (67,569} {51,363} {16,206) (677,895)
December 31, 2027 (728,059) (67,569) (50,164) (17,405) (660,490)
December 31, 2028 (709,366) (67,569) (48,876) (18,693) (641,797)
December 31, 2029 (689,290) (67,569) (47,493) (20,076) (621,721)
December 31, 2030 (667,728) (67,569) {46,007) {21,562) (600,159)
December 31, 2031 {644,571} (67,569} (44,412) (23,157) (577,002)
December 31, 2032 {619,700) (67,569) (42,698) (24,871) (552,131)
December 31, 2033 (592,989) (67,569) (40,858) (26,711) (525,420}
December 31, 2034 (564,301) (67,569) (38,881) (28,688) (496,732)
December 31, 2035 (533,490) (67,569) (36,758) (30,811) (465,921)
December 31, 2036 {500,399) (67,569) (34,478) (33,001) (432,830)
December 31, 2037 (464,859) (67,569) (32,029) (35,540) (397,290)
December 31, 2038 {426,689) (67,569) {29,399) (38,170) (359,120
December 31, 2039 (385,695) (67,569) (26,575) (40,994) (318,126)
December 31, 2040 (341,667) (67,569) (23,541) (44,028) (274,008)
December 31, 2041 (294,381} {67,569) {20,283) (47,286) {226,812)
December 31, 2042 {243,536) (67,569) {16,784) (50,785} (176,027)
December 31, 2043 (189,053} (67,560) (13,026) (54,543) (121,484)
December 31, 2044 (130,474) (67,569) (8,990} (58,579) (62,905)
December 31, 2045 (67,560) (67,560) (4,655) (62,905) -

* Interest coleulated at 7.40% through the payment date.

# If there is a positive balance, this represents a payoff amount to efiminate future liability payments assuming all

prior payments were made In a timely manner. Please contact the SRA prior to submitting payment for a payoff.

4/7/2021
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The City of Brunswick
ARPA Priorities List

ARPA Funded Projects - Available to Spend Now ($3.2M)

Type of Project Priority FY Project Description Cost Notes
Storm Water - Pipes 1 22 West B Street unit block 5 250,000 Galvanized pipe deteriorated, road collapsing in some areas, water main running through SW system
Water - Main 2 22 6th Ave from East H St to East E St 1080° $ 421,000 Fire protection issue, needs fire hydrants, tuberculation
Storm Water - Pipes 3 22 Delaware Ave $ 250,000 Concreate system is deteriorated, erosion
Water - Main 4 22 East H Street from Sth Ave to Gum Springs $ 552,000 One of the original lines, fire protection issue, requires regular flushing

Sewer - Lateral 5 23 Reline Sewer Laterals & Install Clean Quts $ 500,000 50% will remain after current 1&1 project, continue where the contractor left off
Water - Other 6 23 Yourtee Tank S 250,000 Fire protection, address peak demand, reduce surface water treatment cost
Water - Other 7 23 Yourtee Springs Relining Water Line Under R&R Tracks S 300,000 Leaks, trouble making repairs, original line, high pressure
Water - Main 8 23 5th Ave from East F Street to East H Street $ 221,000 One of the original lines, half of this water main is already new
Water - Other 9 23 New 1.5 Million Gallon Water Storage Tank S 250,000 Abandon the in greund reservoir and construct a new 1.5 million gallon evaluated storage tank
Water - Main 10 24 4th Ave 100 Block 380' $ 133,000 Prone to breaks & leaks, tuberculation

Total Costs of Projects $ 3,127,000
Remaining ARPA Funds (1st Tranch) 5 70,660
- Future ARPA Funded Projects ($3.2M July 2022)

Type of Project Priority FY Project Description Cost Grant Amount Match Notes Possible Grants
Sewer - Main 11 24 East A Street Unit Block § 225000 % 112,500 | $ 112,500 Zig zagging pipes, 18" to 10" to B", install new 8" BRF
Water - Main 12 24 2nd Ave from Concord to K St 700 $ 273,000 Fire protection issue, prone to breaks & leaks, original line

Storm Water-Msa | 13 2 Septic Connections to WWTR % {ERECENGRANSENRE

———— —————— —— — — — = =

T — N I I :
‘Storm Wﬁfe'r.—.‘MSt}q 14 ‘ 24 & 00
l S—— —_— = =
Water - Other 15 24 Relining Water Line in Knoxville $ 250,000 Leaks, trouble making repairs, original line, high pressure
Water - Main 16 24 West Potomac St from Delaware to Florida Ave $ 500,000 This may be added when we make street improvements
Water - Other 18 24 Separate Water Service for Home Owners $ 150,000 One service line connected to multiple homes
Total Costs of Projects $ 2,686,000
Grant Requests/Match from ARPA Funds S 756,500 | $§ 756,500 I
ARPA Funds (2nd Tranch) $ 1,929,500

BRF - Bay Restoration Fund - 50% match. Application due Jan. 31, 2022 with award in Spring, 2023

CFMGP - Comprehensive Flood Management Grant Program - 25% match. Application Due Jan. 31, 2022 and Award in June, 2023
WSG - Water Supply Grant - BRUNSWICK NOT ELIGIBLE

LWCF - Land and Water Conservation Fund. Application submitted Oct., 2021. Award to be announced "soon".

NSPMP - Nonpoint Source Pollution Management Program

WAC - Watershed Assistance Collaborative - $100K for design of Stormwater projects, $150K for design of storm restoration projects

ARPA Funds Per Tranch $ 3,197,659.69 |

TOTAL ARPA FUNDS AVAILABLE FOR OTHER PURPOSES | 1,338,819
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