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2018 Summary of Underfunded Political Subdivision
Defined Benefit Plan Reports

Background

In 2014 LB 759 was enacted to require reporting by political subdivisions with defined benefit plans and
provide oversight by the Nebraska Public Employees Retirement Committee of these entities. The bill was
codified at Neb. Rev. Stat. 13-2402, and requires any governing entity that offers a defined benefit plan
which was open to new employees on January 2004 to file a report with the Nebraska Retirement Systems
Committee if the most recent actuarial valuation report indicates that (1) the contributions do not equal
the actuarial requirement for funding or (2) the funded ratio of the plan is less than eighty percent. The
report must include, at a minimum, an analyss of the future benefit changes, contribution changes, or other
proposed corrective action to improve the plan's funding condition.

Under Neb. Rev. Stat. 13-2402, the Nebraska Retirement Systems Committee may require the entity to
present the report to the Committee at a public hearing, If a governmental entity fails to file the required
information with the Committee, the State Auditor is authorized to audit the public pension system, or
cause it to be audited at the political subdivision’s own expense. The annual reporting requirement began
November 1, 2014. In 2015, the reporting date was changed to October 15 of each year.

2018 Underfunded Pension Plans

In 2017 eight defined benefit plans were funded below the 80% funding level. However, the Lincoln Police
and Fire Plan reached 80.8% funding level in their most recent valuation report so they were not required
to file a report with the Nebraska Retirement Systems Committee in 2018. Below is a list of the seven
current underfunded political subdivisions and a summary of the 2018 and 2017 funding status for each
plan:

e Douglas County Employees

e Fastern Nebraska Health Agency

e Metro Area Transit Hourly Employees

e Omaha Civilian Employees

e Omaha Police and Fire

e Omaha Public Power District

e Omaha Public Schools - Omaha School Employees Retirement

POLITICAL SUBDIVISION 2018 FUNDING STATUS | 2017 FUNDING STATUS
Douglas County Employees 68.0% 67.2%
Fastern Nebraska Health Agency 74.0% N.A. Valuation reports are biennial
67.3% in 2016
Metro Area Transit Hourly Employees 77.0% 71.0%
Omaha Civilian Employees 53.0% 56.0%
Omaha Police and Fire 52.0% 51.0%
Omaha Public Power District 70.0% 69.2%
Omaha Public Schools (OSERS plan) 64.0% 65.0%




Required Reporting Information

The Committee created a Reporting Form which was forwarded to each political subdivision in September

2018.

Each entity was asked to submit the information identified on the Form. A public hearing was

conducted by the Committee on December 3, 2018 at which time they presented the following information:

L.

Please list the following information for plan years 2014 through current plan year 2018:

Funding status

Assumed rate of return

Actual investment return

Member and employer contribution rates -- percentage

Normal cost - percentage

Actuarially required contribution (ARC) - percentage & dollar amount

ARC contribution - actual dollar amount contributed & percentage of ARC actually
contributed

®meme o o

Provide a brief narrative of the circumstances that led to the current underfunding of the retirement
plan.

Identify any changes in the actuarial methods and/or assumptions since the previous actuarial
valuation report? If so, please describe.

Describe corrective actions implemented to improve the funding status of the plan including, but
not limited to, benefit changes, increased contribution rates and/or employer contributions.

Provide a copy of any actuarial projections based on these changes.

Describe any recent or ongoing negotiations with bargaining groups that may impact the funding
of the plan.

Provide a copy of the most recent Actuarial Experience Study conducted on the plan.

Identify the current assumed rate of return. Describe any recent changes to this rate and if there
are plans to review the rate in the upcoming year.

Provide a copy of the most recent actuarial valuation report. If the valuation report is completed
biannually (or less often), include an updated report for the interim year/s, if available.

Reporting materials provided by each governmental entity are included in the Appendices to this Report.



Summaries of Plan Funding and Benefit Changes

Douglas County Employees:

Over a 5-year period since the Nebraska Retirement Systems Committee has begun oversight, the funding
ratio of the Douglas County Employees Plan has increased from 64.6% to 68.0% - aided in part by a 16.8%
investment return on assets. The actuary projects that if all assumptions are met the plan will reach 74.7%
in 2023: 79.6% in 2028, 86.3% in 2033 and 96.2% in 2038. It is projected to reach 100% funding status by
the year 2040.

There are several ongoing negotiations with collective bargaining groups that represent County employees
who are requesting the County to institute a DROP program for their members. The adoption of a DROP
program could impact funding of the County’s pension plan. At this time, County management has not
agreed to any of the proposals to institute a DROP program.

Douglas County Employees Plan Summary

018 | 680% | 75% | 168% 12% | 180% | 85% | 85% | $148540000 |  94.4%
o7 | 672 | 75% | 68% | 100% | 175% | 85% 85% | $140285000 | 1047%
o | e73% | 7s% | 23% | 07% | 158% | 85% | 85% $133784.248 | 110.8%
o | eese | 7s% | s2% | 3% | 165% | 85% | 85% §131,057379 | 1118%
o | saem | 75% | 89% | 1s% | 170% | 85% | B85% | 5134897663 104.3%




Eastern Nebraska Human Services Agency:

The Agency conducts Actuarial Valuations on a biennial basis. The actual investment return was 11.7% and
the current funding level is 74%. The assumed rate of 7.0% has not changed since the inception of the plan.
The Agency paid 108.7% of its ARC in 2017. There is no information yet on the amount of ARC paid in
2018.

For the 2018 actuarial valuation, the mortality table was updated to the Static IRS 2018 annuitant-distinct
mortality table, based on the RP 2014 mortality table. The unfunded accrued liability amortization period
was changed as of January 1, 2018 from a 30 year open amortization to a 25 year closed layer amortization.
The plan funding ratio is expected to reach 100% in 2042 based on the January 1, 2018 census data and
assets and projected with assumptions as described in the January 1, 2018 valuation report. The agency has
been increasing employer contributions by one-half percent annually since 2010. Under the assumptions
applied, a funded ratio greater than 100% will be attained in 24 years, with the forecasted funding status
exceeding 80% in 6 years.

Eastern Nebraska Human Services Agency Plan Summary

2018 | 74% % | 7% 74% 1219% | 275% | 95% | §14245604 |  TBD
207 | NA | 7% | 68% | NA | 1SS | 275% | 9% | Na 108.7% |
2006 | 7% | 7%  68% 70% | 155% | 275% | 85% | $13710422 | 1069% |
C2055 | NA | 7% 02% | NA | 1077% | 275% | 80% | NA | 1083%
014 | 76% | 7% | 156% | 70% | 1077% | 275% | 75% | $998L40 | 1022%

*Eastern Nebraska Human Services Agency Plan year ends December 31 so the current year Valuation Report is
not yet available. Actuarial Valuations are conducted every other year.



Metro Area Transit Hourly Employees:

The current funding ratio is 77% a six-point increase from 71% in 2017. The investment return was 13.35%.
Due to lower capital market expectations, the interest rates used to value liabilities have been decreased
several times in the last nine years [2009 - reduced from 8% to 7.5%; 2015 reduced from 7.5% to 7.0%; 2016
reduced from 7.0% to 6.75%] and by 25 basis points in the valuation for 2016, which was also the interest
rate used for the 2017 valuation.

The employer’s contribution rate changes from 6.5% of payroll to 7.5% and the employee’s contribution
rate changed from 6% to 7%. For those employees hired on or after January 1, 2018, the Pension Committee:

» changed the normal retirement date from age 65 to the age when the employee reaches full
retirement for purposes of receiving Social Security benefits

> eliminated the early retirement option

» the benefit factor percentage used in the calculation of the monthly benefit was changed to a tiered
structure based on years of service in lieu of the current method of using the same benefit factor
percentage regardless of years of service

The collective bargaining agreement between Metro and the Transport Workers Union was renegotiated

during 2017. Pension funding is one of the major components of these negotiations. Past and future

negotiations include reopeners in each year in order to address required matters that might arise prior to
 expiration of the bargaining agreement.

Metro Area Transit Hourly Employees Summary

6.75% 13.35% ‘ 72 | NA | 7O0% | 75%* | $L453127 | NA

07 | 1% 6.75% 580% | 73% | NA. i 60% | 65%* | $1L424110 | NA
206 | 7% 6.75% 150% | 735% | NA | 60% | 65% | $10885560 | 78.30%
005 | 76% 20% | 6lo% | 739% | NA | 60% | 65% | $10912605 | 8830%
04 | 76% | 70% | 1420% | 728% | NA | 60% 65% | NA | 8430%

*The employer made a one-time lump sum contribution to the Plan equal to 1% of the total of the active
Plan participants’ compensation for the period beginning on July 1, 2016 and ending on August 31, 2017,
making the effective employer contribution rate 7.5% since July 1, 2016.

| ARCPAID



Omabha Civilian Employees:

As a result of the 2018 Experience Study, a number of economic and demographic assumptions were
adopted. The assumed rate of return for the system was lowered to 7.5% from 8.0% and new mortality
tables were adopted. As a result, as of January 1, 2018 the system had a funding ratio of 53% -- down from
55% in 2017. The actuarial contribution to the system had improved for a number of years, but as a result
of the change in assumptions, there is a shortfall in the actuarial required contribution of 2.206% after a
couple of years where there was an excess. The UAL increased from approximately $197 million to $233
million.

The unfunded actuarial liability (UAL) is funded on a “layered” basis, with the initial base funded as a level-
percent of payroll over a 26-year closed period that began January 1, 2016. Each experience base is funded
as a level percent of payroll over a 20-year closed period.

It is reported that additional savings should be seen in future years as members covered by the provisions
of the Cash Balance Plan for employees hired on or after 3/1/2015 continue to grow. The most recent
projections show the system will reach fully funded status in 30 years.

The City has commenced negotiations with the bargaining groups for 2018 and beyond. The City does not
anticipate that the labor agreements will address further pension changes/reform.

Omaha Civilian Employees Plan Summary

L Wt
S

Il 2018 | 53% 7.5% 9.7% 072% | 27.740% | 10075% | 18775% |$233286.679| 108.36%
07 | 5% | 8% | 30% | 984% | 7506% | 10.075% | 18775% |$197,537024 |  84.50%

! 2006 | 56% C 8k | 47% | 988I% | 33724% | 10075% | 18775% | $193616559 | 7182%
2015 | 54% 8% 16% 13.231% | 38454% | 10075% | 17.775% | $188.911964 | 68%

| 2014  54% B | 1% 13231% | 38454% 10075% | 13.77% | $205174,423 EET

The Omaha Civilian Employees Plan year is based on the calendar year.



Omaha Police and Fire:

An Experience Study was completed in March 2018 and recommended a number of economic and
demographic changes including a lowering of the investment return assumption from 8.0% to 7.75%. The
UAL increased from approximately $612 million to approximately $649 million. The funded ratio of the
plan is 52% -- 1% higher than the 51% funding ratio the previous year. However, the significant city
contribution increases and benefit reductions negotiated in 2010 with the police union and 2012 with the
fire union have begun to have a positive effect. In 2013 the funding ratio was 44% and has increased 8% in
the past 5 years.

The employees in this plan are represented by four bargaining groups. Three of the groups have collective
bargaining agreements in place through 2018. The fourth group, the Omaha Police Officers Association,
entered into a collective bargaining agreement for 2015 through 2020; the agreement was effective in March
2017. As part of Police Officers agreement, the City and the employees have agreed to contribute an
additional 0.75% of wages into the system for 2018 to 2020. The widow’s pension provision was changed
to provide that a widow’s pension is only payable if the officer and spouse were married as of the date of
the officer’s retirement. The most recent projection had the system fully funded in approximately 21 to 22
years, assuming all assumptions are met.

Omaha Police and Fire Plan Summary

220 | 53199% | 15.35%-17.23% | 32.97%-33.67% | $648,833,922 | Pending
207 | 5% | 8% | 15.0% 2109% | 50202% | 1535%-17.23% | 32.07%-33.67% | $61L737,378 | 10L81% |
o6 | s | 8% | ome | 2214% | 50097% | 1535%-17.23% | 32.07%-3367% | $602562135 | 10054% |
2015 | 50% % | 07 | 22191% | 50031 | 16195% | 34386% | §598810,636 | 96% |
04 | 4% | ek | 4% | 2a03% | 52138% | 1535%-17.23% | 32.98-3367% $622607,530 | 83%




Omaha Public Power District:

OPPD Plan year is based on the calendar year so the 2017 Valuation Report is not yet available. In 2017 the
funding ratio was slightly up at 70.0% over the previous year status of 69.2%. The investment return in
2017 was strong at 16.49%.

OPPD has consistently paid 100% of its ARC in each of the previous five reporting years. In addition, as a
result of the Experience Study conducted in 2016 the assumed rate of return was decreased from 7.75% to
7.0%.

OPPD has been working to address funding and long-term sustainability of the plan. Negotiations with
bargaining groups occur on an ongoing basis. In 2012 the Board moved to a Cash Balance Plan for
employees hired on and after January 1, 2013. In 2013 the District changed early retirement eligibility, which
generally prevents employees from receiving early retirement benefits before age 55. In 2017 negotiations
with bargaining units were completed and resulted in an increase in employee contributions, which will
gradually increase beginning in 2018 at 6.7% through 2022 when the employee contribution rate will be
9.0%.

Omaha Public Power District Summary

018* | NA | NA | NA | N | NA | NA | NA | NA
D207 | 700% | 7.0% 1649% | 121% | 298% | 67% | 29.8% | $442395055 |  1009%
2006 | 692% | 70% | 674% | W% | 283% | 62% | 2520 | $448100,797 |  100%

05 | 724% | 775% 107% | 1L83% ___I__zs.z% | 6% S3% | $433014517 | 100% |

2014 | 73.9% 7.75% 3.85% 5% | B73% | 62% | 2% | 0% |

*Omaha Public Power District Plan year ends December 31 so the 2018 Valuation Report is not yet available.



Omaha Public School (OSERS):

Last year the OSERS’ Plan funding status decreased to 64% with an unfunded actuarial liability of $771
million. As a result, last year the OSERS plan was added to the list of political subdivisions that must
report to the Nebraska Retirement Systems Committee under Neb. Rev. Stat. 13-2402.

In 2018 the legislature passed LB 1005 which included portions of AM1758 to LB 548 which incorporated
the assumptions from the most recent Experience Study, including the updated mortality tables. It also
inserted a new definition of “solvency” as the actuarially required contribution amount as annotated in
each annual valuation report. It also requires the school district to deposit the annual ARC into the
retirement fund by August 31 of each year which is the last day of the school fiscal year. In July 2018, OPS
deposited $18.9 million into the OSERS Retirement Fund in order to meet this requirement.

The projected actuarial required contributions (ARCs), if all assumptions are met, for the next five years

are as follows: $21.3 million in 2019; $23.5 million in 2020; $25.3 million in 2021; $26.9 million in 2022 and
28.3 million in 2023.

Omaha School Employees Retirement System Summary

veAR | FUNDED | ASSUMED | ACTUAL | NomMAL | TotaL | EE | ops [ WAL | *mwor
RATIO | INVEST | INVEST COST | ARC% | RATES | RATES | ARC
_ ) - RATF. _ RE_I'URN M PAID
2018* ; : '
20017 | 64% | 7.5% 416% | 130% | NA | 978% | 9.878% §771,000000 | 100%
2016 65% 7.5% -0.70% 13.07% 26.29% | 9.78% | 0.878% | $713,000,000 | 82.2%
2015 3% | 8% . 089% | 11.96% 2076% | 9.78% | 9.878% | $486,000,000 | NoARC
L2014 | 74% 8% | -4.01% 1202% | 2023% | 978% | 9.878% | $446,000000 ~ NoARC

*Since the OSERS Plan is based on the calendar year ending December 31, the current plan year valuation
report is not yet available.

**The percent of ARC paid as noted in the actuarial valuation reports includes contributions by the State of
Nebraska of the statutorily required 2% of total compensation of all OSERS members. The following is a list of the
contribution amounts contributed by the State of Nebraska to the OSERS Plan:

Year  Amount of State Contribution

2018 $7,110,567

2017 $6,896,530
2016 $6,660,783
2015 $6,452,650
2014 $6,285,320
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Summary Charts of 2014-2018
'; Actuarial and Investment Information

Douglas County Employees Plan

2018 | 68.0% 75% |16, 11.2% 18.0% 8.5% 85% | $148,540,000 |  94.4%
2017 | 67.2% 7.5% . 109% | 175% | 85% | 85% | $140285000 |  104.7%
2006 | 67.3% 7.5% . 107% 15.8% 85% | 85% | $133784.248 |  110.8%
2015 | 66.8% 7.5% 2% 113% 165% | 85% | 85% | $13L057379 | 1lL8%
2004 | 64.6% 7.5% . 115% 17.0% 8.5% 85% | $134,897,663 |  104.3%

Eastern Nebraska Health Agency Plan

74% 2% | 7% | 74% | 1219% | 275% | 95% | $14,245604
o0 | oNAC T 7% 68% | NA | 155% | 275% | 9% | NA | 1087%
006 | 7% | 7% 6.8% 70% | 1L55% | 275% | 85% | $13710422 | 106.9%
| 05| NA | 7% | 0% | NA | 1077% | 275% | 80% |ONA | 1083%
204 | 76% 7% 15.6% 7% | 1077% | 275% | 7.5% | $O98LM49 | 1022%

*Eastern Nebraska Human Services Agency Plan year ends December 31 so the current year Valuation Report is
! not yet available. Actuarial Valuations are conducted every other year.

Metro Area Transit Hourly Employees

07 | 71 6.75% 5.80% 7.39% NA. 6.0% 6.5%* | $11,424,110 NA.

2006 | 72% 675% | -150% | 7.35% NA | 60% | 65% | $11453127 78.28% |
2015 | 76% | 7.0% 6.10% 7.39% NA. 60% | 65% | $10885560 | 88.30%
2014 | 76% 7.0% 1420% | 7.28% NA. 6.0% 65% | $10912605 | 84.28% |

*The employer made a one-time lump sum contribution to the Plan eauzl to 1% of the total of the active Plan
participants’ compensation for the period beginning on July 1, 2016 and ending on August 31, 2017, making the
effective employer contribution rate 7.5% since July 1, 2016

11



Omaha Civilian Employees Plan

The Omaha Civilian Employees Plan year is based on the calendar year,

Omaha Police and Fire Plan

2018
2017
2016
2015
2014

2018 53% 7.5% 9.7% 9.72% 27740% | 10075% | 18775% |$233286679| 108.36%
2017 | 55% 8% 3% | 9.843% | 27.526% | 10075% | 18.775% | $197.537.024 |  84.50%
2016 56% 8% 47% | 9.881% | 33724% | 10075% | 18775% | $193616559 | 7182%
2005 | 549% 8% 16% | 13.231% | 38454% | 10075% | 17.775% | $188911964 |  68%
2004 | 54% 8% % | 13.231% | 38454% | 10075% | 13.77% |$205174423| 4133% N

52% 14.9% 2221% | 53199% | 15.35%17.23% | 32.97%-33.67% | $648,833,022 | Pending
52% 15.0% 2199% | 50.212% | 15.35%-17.23% | 32.97%-33.67% | $611737.378 | 10L€"
51% 9.1% 2214% | 50.097% | 15.35%-17.23% | 32.97%-33.67% | $602,562.135 | 100.54%
50% 07% | 22191% | 50031% | 16195% |  34386% | $598,810,636 | 96%
47%  4.9% 23103% | 52.138% | 15.35%-17.23% | 32.98-33.67% | $622.607,530 |  83%

Omaha Public Power District

2018*
2017

2016 |

2015
2014

N.A.
70.0%

69.2%
72.4%
73.9%

NA. NA. NA.
1649% | 121% | 29.8%
674% | 11% 28.3%
107% | 1L83% | 25.2%
385% | 159% | 2373%

NA. NA. NA. NA.

67% | 20.8% | $442395055 100%

62% | 252% | $448100,797 100%
C62% | 17.53% | $433114.517 100%
C62% | 2L1% NA. 100%

*Omaha Public Power District Plan year ends December 31 so the 2018 Valuation Report is not yet available.

1

2



Omaha School Employees Retirement System

2018
2017 | 64% 7.5% 4.16% 13.0%. NA. 9.78% 0.878% | $771,000,000 |  100%
2016 | 65% 7.5% -0.70% 13.07% | 2629% | 9.78% 0878% | $713000000 |  82.2%
015 | 73% 8% 0.89% 1L96% | 2076% | O78% | 9.878% | $486,000,000 | NoARC
2014 | 74% 8% 401% | 1202% | 2023% | 978% | O9.878% | $446,000,000 NoARC

*Since the OSERS Plan is based on the calendar year ending December 31, the current plan year valuation

report is not yet available.

**The percent of ARC paid as noted in the actuarial valuation reports includes contributions by the State of
Nebraska of the statutorily required 2% of total compensation of all OSERS members. The following is a list of the

contribution amounts contributed by the State of Nebraska to the OSERS Plan:

Year Amount of State Contribution
2018 $7.110,567

2017 $6,896,530

2016 $6,660,783

2015 $6,452,650

2014 $6,285,320

13
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Conclusion

Im 2017 the Lincoln Police and Fire Plan reached a funding level of over 80% so the Plan was not required
to complete the Reporting Action Plan and appear before the Nebraska Retirement Systems Committee in
2018. The Lincoln Police & Fire Plan was 66% in the first reporting year - 2014 - and made significant
funding and benefit changes to reach its 80.9% funding level, which is considered to be a healthy plan
funding level.

A number of the Plans recently conducted Experience Studies, which are now required under 13-2402(2)
to be conducted at least every four years. As a result of new assumptions adopted, five of the seven plans
reduced their assumed investment rate as follows: Metro Area Transit Hourly lowered to 6.75% from 7%:
Omaha Civilian Employees and OSERS lowered to 7.5% from 8%; Omaha Police and Fire lowered to 7.75%
from 8%: and OPPD lowered to 7.0% from 7.75%. The Douglas Employees Plan remained at 7.5% and the
Eastern Nebraska Health Agency Plan remained at 7.0%.

According to the most recently reported investment returns only Metro Area Transit Hourly at 5.8% and
OSERS at 4.16% reported earnings under the assumed rates. The remaining five plans achieved returns
greater than the assumed rates: Douglas Employees Plan reported 16.8% return; Eastern Nebraska Health
Agency reported 11.7%; Omaha Civilian Employees reported 9.7%; Omaha Police & Fire reported 15.0%;
and OPPD reported 16.49%.

Funding levels remained generally unchanged and increased or decreased by a single percent. Omaha
Police & Fire continues to have the lowest funding level at 52% followed by Omaha Civilian Employees at
- 53%, OSERS funding level is 64%, Douglas County is at 68%, OPPD is at 70%, Metro Area Transit Hourly
' funding level is 72% and Eastern Nebraska Health Agency is at 74%.

Payment of ARCs by various political subdivisions has in general improved. Eastern Nebraska Health
Agency contributed 108.7% of its ARC. The City of Omaha contributed 108.36% of the Omaha Civilian
Employees ARC and 101.81% of the Omaha Police & Fire ARC. OPPD again, as it has each year, contributed
1009% of its ARC. OPS contributed 100% of the ARC for the OSERS Plan. Douglas County contributed
94.4% of its ARC and Metro Area Transit contributed 78.28% for the Metro Area Transit Hourly Plan.

The Committee will continue to monitor the funding progress of each plan and the political subdivisions’
corrective actions to ensure a continued commitment to adequate funding,

15
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APPENDICES
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Appendix A

Douglas County Employees

Retirement Plan Information
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0/10/18
2018 Pension Plan Reporting Form

1)

2018 2017 2016 2015 2014
Funding Status 68.0% 67.2% 67.3% 66.8% 64.6%
Assumed Rate of Return 7.5% 7.5% 7.5% 7.5% 7.5%
Actual Investment Return - Actuarial 11.4% 6.2% 5.6% 9.0% 13.2%
Actual Investment Return - Market 16.8% 6.8% 2.3% 5.2% 18.9%
Member & Employer Contribution Rates 8.5% 8.5% 8.5% 8.5% 8.5%
Normal Cost 11.2% 10.9% 10.7% 11.3% 11.5%

Actuarial Required Contribution (ARC) $23.1MM $21.5MM | $19.4MM | $18.7MM | $18.8MM
(18.0%) (17.5%) (16.4%) (16.5%) (17.0%)

ARC - Actual dollars contributed $21.8MM | $22.5MM | $21.5MM | $20.9MM | $19.6MM
(expected)

ARC - Percentage of ARC contributed 94.4% 104.7% 110.8% 111.8% 104.3%
{expected)

2) See attached narrative.

3) In July 2015, the long-term disability benefit provision was removed from the Pension Plan and has
been replaced by a separate fully-insured long-term disability plan. On January 1, 2016 the interest

crediting rate on member contributions was changed from 5.0% to the 10-year treasury rate in effect
on the 1% of November of the preceding plan year. The combined impact of these two changes was a
$3.6 million decrease in the actuarial accrued liability and a 0.6% increase to the Plan’s funded ratio.

In the January 1, 2017 Actuarial Valuation, the following actuarial assumptions were updated:
a) RP2000 Mortality Table with longer expected lives.
b) Amortization of unfunded liability was reduced from 30 years to 25 years.

c) Early retirement rates and rates of termination of employment were updated.

The net impact of these changes in actuarial assumptions was a 0.1% decrease to the funding status
and $1.3 million increase to the Actuarially Required Contribution.






10/10/18

4) Based on actuarial projections, the Douglas County Pension Plan is projected to reach 100%
funding status in the year 2040.

5) The amortization method is a 25-year amortization of the unfunded actuarial liability based on a
closed, layered level percent of pay.

6) See attached narrative.
7) There are several ongoing negotiations with collective bargaining groups which represent County
employees in which they are requesting the County institute a DROP program for their members. The

adoption of a DROP program could impact funding of the County’s pension plan. At this time, County
management has not agreed to any of the proposals to institute a DROP program.

8) The March 2017 Actuarial Experience Analysis is attached.

9) The assumed rate of return of the plan is 7.5%. No changes have been made in the past year and
none are contemplated in the near future.

10) The January 1, 2018 Actuarial Valuation Report is attached.
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Douglas County, Nebraska
Analytical Report on Defined Benefit Pension Plan

The most recent actuarial valuation was performed by the Silverstone Group for the Douglas County
Employees' Defined Benefit Pension Plan as of January 1, 2018. The report showed the planwas 68.0%
funded, had netassets on an actuarial basis of $315.7 million, and had an unfunded actuarial accrued liability
of $148.5million. The plan had 3,666 participants and an equal member and employer contribution rate of
8.5% of pay. The normal cost was $14.4 million and the actuarial required contribution was $23.1 million.
The funded ratio has increased from 67.2% on January 1, 2017.

To understand why the Douglas County DB Plan is only 68.0% funded, itis important to look at the recent
history of changes to the Plan. In 1996,the Plan was 97.8% funded. In 1996 for law enforcement and in 1997
for all other plan participants, the following changes were made:

» Unreduced benefit upon Rule of 75.
. Benefit formula increased from 1.5% of pay per year of service to 2% of pay per year of service.

In 1998 a 3% COLA was approved, in 2000 a 4% COLA was approved, and in 2002 a 3% COLA was
approved. By 2004 the funding ratio had fallen to 64.8%. The Plan is a contributory plan with the
County's contribution equal to the Member's contribution. The County and Member contributions each
increased from 5.5% of pay in 2005 to the present level of 8.5% of pay by 2008. Poor stock market
performance during the Great Recession also negatively impacted the Plan’s funded ratio which reached
a low point of 57.8% in 2010.

The members of the Pension Committee and the County Board of Commissioners recognized that
substantive changes had to be made to the Plan rules to ensure the financial viability of the Plan
for its current participants. Accordingly, effective for all employees hired after December 31, 2011, the
following pension provisions were put in place:

« Norule of 75.

«  Benefit formula was reduced from 2% of pay per year of service to 1.5% of pay per year of
service.

»  Maximum retirement income was reduced from 60% of participant's final average
compensation to 45%.

Sheriff Deputies (who account for about 10% of total plan participants) have slightly different plan provisions
which provide for increased benefits with early retirement.

These planchanges, alongwith no COLA increases beinggiven since 2002, have increased the plan funding
ratio by 10.2 percentage points from its low pointin 2010to 68.0% as of January 1,2018. These plan
changes have also materially impacted the Plan's forecast of funded percentage sothatthe forecast now
projects the plan achieving acceptable funded levels inthe future as shown in the following forecast
developed by Silverstone in January, 2018:
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Estimated Funded Percentage*

2018 68.0%
2023 74.7%
2028 79.6%
2033 86.3%
2038 96.2%

*Forecast based on current plan assumptions.

In July 2015, the Long-Term Disability (LTD) program was removed from the Pension Plan and putinto a
separate fully-insured benefit plan. On January 1, 2016 the interest crediting rate on member contributions
was changed from 5.0% to the 10-year Treasury Rate in effect on November 1st of the preceding plan
year. The combined impact of these two changes was a $3.6 million decrease in the actuarial accrued
liability and a 0.6% increase to the Plan's funded ratio. On January 1, 2017, actuarial valuation updates
were made to the mortality table, the amortization period of the unfunded liability was reduced, and the
rates of early retirement and termination of employment were revised. The net impact of these changes
was a 0.1% decrease to funding status and a $1.3 million increase to the Actuarially Required
Contribution.

There are several ongoing negotiations with collective bargaining groups which represent County
employees in which they are requesting the County institute a DROP program for their members. The
adoption of a DROP program could impact funding of the County’s pension plan. At this time, County
management has not agreed to any of the proposals to institute a DROP program.

The Douglas County Pension Committee, Board of Commissioners, and administrative staff believe the
aforementioned combination of actions will significantly improve the financial condition of the Douglas
County Employee Defined Benefit Pension Plan and ensure the financial viability and payment of benefits
to participants going forward.






BUSINESS AND PERSONAL RESOURCE MANAGEMENT Silverstone @

April 20, 2018

PERSONAL & CONFIDENTIAL

Mr. Joe Lorenz

Budget & Finance Director

Douglas County Employees' Retirement Plan

1819 Farnam Street

Omaha, NE 68183

RE: 2018 Actuarial Valuation Report

Dear Joe:

Enclosed are 15 copies of the January 1, 2018 Actuarial Valuation Report for the
Douglas County Employees' Retirement Plan. The valuation was based on plan
provisions and assumptions consistent with those used in the January 1, 2017 valuation.
If you have any questions about the information provided in the report, please give me a call.
Sincerely,

LUn CLlotr

Glen C. Gahan, FSA
Principal

GCGl/en

Enclosures

SILVERSTONEGROUP.COM
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BUSINESS AND PERSONAL RESOURCE MANAGEMENT Silverstone @m

April 20, 2018

ACTUARIAL CERTIFICATION

Employees' Retirement Committee

Douglas County Employees' Retirement Plan
1819 Farnam Street

Omaha, NE 68183

Committee Members:

An actuarial valuation was performed for the Douglas County Employees’ Retirement
Plan as of January 1, 2018. The valuation was prepared to determine the value of
accrued benefits and annual costs. The results of the valuation are contained in the
accompanying report.

The valuation is based on eligible employees and the summary of assets submitted by
Douglas County, and data concerning retired employees submitted by United of Omaha.
Summaries of the data and the calculations contained in the valuation were performed
by our firm from this data.

To the best of my knowledge, the information supplied in this report is complete and
accurate and, in my opinion, the assumptions are reasonably related to the experience
of the plan and to reasonable expectations and represent my best estimate of
anticipated experience under the Plan. The undersigned meets the qualification
standards of the American Academy of Actuaries to render the actuarial opinion
contained in this report.

Sincerely,

Lon CLot—

Glen C. Gahan, FSA

Principal

Member of American Academy of Actuaries
Enrolled Actuary No. 17-04875

GCG/cn

Enclosure

SILVERSTONEGROUP.COM
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Definition of Terms

This section of the report provides a brief description of terms used throughout this report.

Annual Contributions: Anticipated Member Contributions is equal to 8.50% of the covered
payroll (Sheriff members contribute less after 32 years of service). County Contributions
are equal to the Anticipated Member Contributions.

Actuarially Determined Contribution: Consists of the annual normal cost plus an amount
equal to the 25-year amortization as a level percent of pay of the unfunded actuarial
accrued liability, on a closed, layered basis.

Market Value of Plan Assets: Plan assets are amounts that have accumulated and will be
used to meet future benefit obligations. In this exhibit, trust fund transactions reported by
the trustee are traced from the prior valuation date to the current valuation date.

Actuarial Value of Plan Assets: Plan assets calculated with expected interest and
adjusted by one half of the excess of the Market Value over the preliminary Actuarial Value.

Actuarial Accrued Liability: The actuarial accrued liability is equal to the sum of individual
accrued liabilities for all participants. Each participant's accrued liability equals the actuarial
present value of all future benefits less the present value of all future normal costs.

Unfunded Actuarial Accrued Liability: The unfunded actuarial accrued liability on the
valuation date is equal to the excess of the Plan's actuarial accrued liability over the Plan's
actuarial value of assets.

Annual Normal Cost: The annual normal cost is the portion of total Plan costs assigned to
the current plan year by the actuarial cost method.

Douglas County Employees' Retirement Plan






Financial Highlights

This section displays a summary of the results of the actuarial valuations performed for the 2016,
2017 and 2018 plan years. Additional supporting detail and history is available in other sections

of the report.

Annual Contributions
Anticipated Member Contributions
County Contributions

Actual Total Contributions
Actuarially Determined Contribution

Value of Plan Assets

Market Value
(Rate of Return)

Actuarial Value
(Rate of Return)

Actuarial Accrued Liability
(Funded Ratio)’

Annual Covered Payroll

Annual Normal Cost
(As a percent of covered payroll)

Number of Participants
Active
Retirees and Beneficiaries
Vested Terminated
Terminated Non-Vested
Disabled Participants
Total

Plan Year Beginning January 1

2016 2017 2018

$10,029,713 $10,476,275 $10,922,473
10,029,713 10,476,275 10,922,473
$21,520,522 $22,525,334 N/A
$18,697,387 $21,525,345 $23,134,997
269,935,429 283,902,001 326,905,394
2.3% 6.8% 16.8%
274,877,630 287,477,661 315,694,446
5.6% 6.2% 11.4%
408,661,878 427,763,448 464,233,774
67.3% 67.2% 68.0%
117,996,629 123,250,290 128,499,679
12,627,155 13,486,236 14,371,624
10.7% 10.9% 11.2%

2,122 2,146 2,182

1,206 1,218 1,259

119 119 106

46 71 91

25 26 28

3,518 3,580 3,666

'Funded Ratio - Expressed as the ratio of Actuarial Value of Assets to Actuarial Accrued Liability.

Douglas County Employees' Retirement Plan
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Comments on the Valuation

Covered Employees

Ages of Active Participants - The average age of active participants included in the valuation
decreased from 45.2 for the prior year to 45.1 for the current year.

Covered Payroll and Participants - Total covered payroll increased from $125,734,253 to
130,901,112, a 4.1% increase. The number of active participants increased from 2,146 in 2017 to
2,182 in 2018.

Average Annual Compensation - The average covered compensation of active participants
increased at a rate of 2.4% per year compared to an assumed annual salary increase assumption
of 5.5% between ages 18-44, 5.0% between 45-54, and 4.5% for ages 55 and greater. The
average covered compensation of all active participants was $58,590 for 2017 and $59,991 for
2018.

Investment Return

The plan’s investment return was higher than the assumed rate. The approximate annual
investment return was 11.4% on the actuarial value of assets for the 2017 plan year, compared to
a 7.5% assumption.

Actuarial Assumptions and Methods

The actuarial methods and assumptions are consistent with those used in the 2017 valuation
except for a change in the interest crediting rate on employee contributions from 2.14% to 2.35%.
This rate is indexed to the 10-year Treasury rate for the November preceding the plan year. The
actuarial methods and assumptions are described on pages 20-22 of the Report.

Plan Provisions

The plan provisions are consistent with those used in the 2017 valuation.

Douglas County Employees' Retirement Plan






Market Value of Plan Assets

Summary of Changes in Value of Plan Assets

Market Value of Plan Assets on January 1, 2017 $283,902,001
Plus Increases
Employee Contributions 11,262,246
County Contributions 11,263,088
Investment Experience 47,393,742
69,919,076
Less Decreases
Pensions Paid to Retirees 24,035,334
Refunds to Terminated EEs 2,022,398
Disability Premiums/Administration 0
Administrative Expenses 857,951
26,915,683
Market Value of Plan Assets on January 1, 2018 $326,905,394
Approximate Rate of Return 16.8%
Plan Investments % of Total Market Value
US Bank
Operating Account - Cash and Cash Equivalents 0.6% $1,955,952
Deposit in Transit 0.0% 0
Atlanta Capital 11.0% 35,856,839
State Street - Fixed Income Portfolio 2.6% 8,434,807
JP Morgan 4.2% 13,822,038
Winslow - Capital Management 4.2% 13,878,611
Sanderson International 3.8% 12,560,197
Harding Loevner 5.9% 19,279,987
Aristotle 3.7% 12,068,001
Wells Cap Emerging 6.2% 20,180,754
Macquarie 9.4% 30,860,694
Total 168,897,880
United of Omaha Insurance Company
Retired Contract #6148 - Annuity Program 21.2% 69,483,109
Retired Contract #12795 - Annuity Program 1.6% 5,081,602
Small Company Fund 4.0% 12,951,687
Institutional Index 500 21.6% 70,491,116
Total 158,007,514
Grand Total 100.0% $326,905,394

Douglas County Employees' Retirement Plan
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Actuarial Value of Plan Assets

Actuarial Value of Plan Assets on January 1, 2017 $287,477,661

Plus Increases

Employee Contributions 11,262,246
County Contributions 11,263,088
Expected Interest 21,396,186
43,921,520
Less Decreases
Pensions Paid to Retirees 24,035,334
Refunds to Terminated EEs 2,022,398
Disability Premiums/Administration 0
Administrative Expenses 857,951
26,915,683
Adjusted Value on January 1, 2018 304,483,498
Market Value on January 1, 2018 326,905,394
One-Half Excess, Market Value Less Adjusted Value 11,210,948
Actuarial Value of Plan Assets on January 1, 2018 $315,694,446
Approximate Rate of Return 11.4%
Actuarial Value as a % of Market Value 96.6%

Douglas County Employees' Retirement Plan






Valuation Results

Actuarial Accrued Liability

1.

2

Unfunded Actuarial Accrued Liability

1.
2.
3. Unfunded Accrued Liability (1) - (2)

4. Ratio of Assets to Accrued Benefits (2) / (1)

Active
Vested Terminated Participants

Terminated Non-Vested*

. Disabled Participants

. Retirees

Total (1) + (2) + (3) + (4) + (5)

Actuarial Accrued Liability

Actuarial Value of Plan Assets

Annual Normal Cost

+ Retirement, Death, Termination and Disability

» Immediate Disability Benefit
+ Annual Administrative Expense

Total

Plan Year Beginning January 1

2016

2017

2018

$185,550,116

$192,189,205

$213,480,553

* Amount equal to expected refund of member contributions.

Douglas County Employees' Retirement Plan

6,159,172 6,570,956 6,471,917
338,263 456,760 1,317,806
2,580,079 2,813,303 2,631,437
214,034,248 225,733,224 240,332,061
408,661,878 427,763,448 464,233,774
408,661,878 427,763,448 464,233,774
274,877,630 287,477,661 315,694,446
133,784,248 140,285,787 148,539,328
67.3% 67.2% 68.0%
11,817,349 12,634,530 13,390,908
0 0 0
809,806 851,706 980,716
12,627,155 13,486,236 14,371,624
6






Actuarially Determined Contribution

The Members contribute 8.5% of covered payroll annually to the Plan, with Sheriff members
hired after July 1, 2011 contributing less after 32 years of service. The County contributes an
annual amount equal to the Member contributions.

An actuarially determined contribution is the annual calculated contribution amount as
determined by application of the plan’s actuarial methods and assumptions. This contribution
provides a measure of the amount of contributions needed to fund the benefits earned in the
current year plus the 25-year amortization of the unfunded accrued liability, based on a closed,
layered level percent of pay. It is an illustrative amount useful as a benchmark comparison to
the actual contributions into the plan and is also reported in the annual Governmental
Accounting Standards Board (GASB) disclosures. The plan is not currently being funded on
this basis, but is funded by the fixed contribution rates described above.

Annual Normal Cost

Amortization of the
Unfunded Accrued Liability

Interest

Actuarially Determined Contribution

Actuarial Methodology
Actuarial Cost Method
Amortization Method
Amortization Period

Actuarial Assumptions

Actual Contributions

Douglas County Employees' Retirement Plan

Plan Year Beginning January 1

2016 2017 2018
$12,627,155 $13,486,236 $14,371,624
6,070,232 7,261,084 7,927,168
N/A 778,025 836,205
18,697,387 21,525,345 23,134,997
Projected Projected Projected
Unit Credit Unit Credit Unit Credit
Level Percent Level Percent Level Percent
of Pay of Pay of Pay
30 Years, 25 Years, 25 Years,
Open Period Close Period Close Period
Same, as Same, as Same, as
described described described
in report in report in report
$21,5620,522 $22,525,334 N/A






Amortization of Unfunded Accrued Liability

The annual contribution rate to the Employees' Retirement Plan increased from 5.5% of
reported earnings to 6.5% in 2006, 7.5% in 2007 and 8.5% in 2008 and thereafter for both
Members and the County. Contributions for Members of the Sheriffs department hired after
July 1, 2011 will decrease after 32 years of service.

As valued as of January 1, 2018, the Accrued Liability exceeds the Actuarial Value of Plan
Assets by $148,539,328. The amount of expected annual contributions exceeds the Annual
Normal Cost by $7,473,322. Favorable plan experience following the valuation date will
reduce the UAL. Unfavorable plan experience will increase the UAL.

Plan Contributions
Anticipated Member Contributions
Anticipated County Contributions
Contribution Available to Reduce UAL
Total County and Member Contributions
Annual Normal Cost
Amount Available to Reduce UAL

Unfunded Accrued Liability

Years Required to Amortize the UAL
e as alevel percent of pay

e as a level dollar amount

Douglas County Employees' Retirement Plan

Plan Year Beginning January 1

2016 2017 2018

$10,029,713 $10,476,275 $10,922,473
10,029,713 10,476,275 10,922,473
20,059,426 20,952,550 21,844,946
12,627,155 13,486,236 14,371,624
7,432,271 7,466,314 7,473,322
133,784,248 140,285,787 148,539,328
22.8 24 1 26.0

Unable to Unable to Unable to
Amortize Amortize Amortize






Accrued Liability Payments

One of the components included to determine the actuarially determined contribution is the
Accrued Liability Payment. The Accrued Liability Payment is an annual amount that will
amortize:

* The unfunded accrued liability established as of January 1, 2017.
« Anincrease or decrease in the unfunded accrued liability due to plan amendment.

« An increase or decrease in the unfunded accrued liability due to a change in actuarial
assumptions.

e Anincrease or decrease in the unfunded accrued liability resulting from actuarial gains or
losses due to plan experience more or less favorable than expected.

This section of the report documents the Amortization Bases established for the Plan and
displays other values associated with minimum funding.

Amortization Date
Base Established Source of Base
140,285,787 January 1, 2017 Initial Unfunded
5,714,314 January 1, 2018 Actuarial Loss

Minimum Funding

The Unamortized Balance is based on the methodolgy for the actuarially determined
contribution and does not reflect actual past funding of the Amortization Bases. For each
amortization base, the initial amortization period and the remaining term of the amortization
period determined on the valuation date are displayed.

Charge Bases

Remaining
Amortization Initial Term on Minimum
Base Term-Years Valuation Date Payment
140,285,787 25 24 7,631,400
5,714,314 25 25 295,768

Total § 7,927,168

Credit Bases

Remaining
Amortization Initial Term on Minimum
Base Term-Years Valuation Date Payment
0 0 0 0
Total $ -
Total $ 7,927,168

Douglas County Employees' Retirement Plan






Risk Disclosures

Recent revisions to certain actuarial standards of practice introduced new disclosure
requirements, such as describing the funded status of the plan on the basis of the market
value of assets. In addition, the Actuarial Standards Board has issued a new actuarial
standard of practice on risk disclosure. Common measures of risk include the ratio of market
value of assets and actuarial accrued liability to participating payroll.

Risk is defined as the potential of actual future measurements deviating from expected future
measurements resulting from actual future experience deviating from actuarially assumed
experience. Sample sources of risk include: Investment Return, Asset/Liability Mismatch,
Interest Rate Risk, Longevity and Other Demographic Risks and Contribution Risk.

January 1, 2018

Market Value of Assets $326,905,394
Participant Payroll 128,499,679
Ratio 2.5
Actuarial Accrued Liability 464,233,774
Participant Payroll 128,499,679
Ratio 3.6

More risk is associated with plans whose size (assets and liabilities) are significantly larger
than annual payroll.

Retired Participant Liability 240,332,061
Total Actuarial Accrued Liability 464,233,774
Ratio 51.8%

More risk is associated with plans whose retiree liability is a significant and growing
proportion of the plan's total liability.

2017 Benefit Payments 26,057,732
2017 Total Contributions 22,525,334
Ratio 115.7%

More risk is associated with plans whose benefit payments are significantly larger than
contributions.

Market Value of Assets 326,905,394
Actuarial Accrued Liability 464,233,774
Ratio 70.4%

Douglas County Employees' Retirement Plan

10






Summary of Historical Valuation Results

Annual Normal Cost

16,000,000 $14,371,624
$14,000,000 $13,486,236
o $12,698,811 $12,756,226 $12,627,155
$12,000,000 -
$10,000,000 -
$8,000,000 -
$6,000,000 -
$4,000,000 -
$2,000,000 - .
$0 b T T T 1
2014 2015 2016 2017 2018
Annual Normal Cost as a Percentage of Covered Payroll
14.0%
12.0% 11.5% LleSie :
10.7% 10.9% 11.2%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%

2014 2015 2016 2017 2018
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Summary of Historical Valuation Results

(continued)
Annual Return on Annual Return on
Year Market Value of Assets Actuarial Value of Assets
2017 16.8% 11.4%
2016 6.8% 6.2%
2015 2.3% 5.6%
2014 5.2% 9.0%
2013 18.9% 13.2%
2012 10.3% 7.6%
2011 0.5% 5.0%
2010 11.0% 9.7%
2009 16.0% 3.8%
2008 -18.7% -6.4%
2007 4.9% 7.2%
2006 12.1% 10.0%
2005 7.1% 7.8%
2004 10.0% 8.7%
2003 15.7% 7.3%
2002 -4.6% 0.0%
2001 1.3% 2.4%
2000 2.3% 6.2%
1999 7.3% N/A
1998 7.7% N/A
1997 13.3% N/A
1996 10.6% N/A
1995 17.2% N/A
1994 2.4% N/A
1993 10.4% N/A
1992 7.9% N/A
1991 15.5% N/A
1990 6.7% N/A
1989 15.5% N/A
1988 11.5% N/A
1987 4.4% N/A
1986 15.5% N/A
1985 20.6% N/A
1984 8.9% N/A
Average 6.6% (18 yrs) 6.4% (18 yrs)

8.6% (34 yrs)

The Plan's Asset Method was changed to Actuarial Value in 2000. The annual return on the
Actuarial Value of Assets was not calculated prior to this change.

Douglas County Employees' Retirement Plan
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Summary of Historical Valuation Results

(continued)

Market and Actuarial Value of Assets
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$283,902,001

$326,905,394

= AVA

$245,830,308

$263,789,654

$274,877,630

$287,477,661

$315,694,446
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Summary of Historical Valuation Results

(continued)
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Actuarial Accrued Liability vs. Actuarial Value of Assets
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$380,727,308 $394,847,033 $408,661,878 $427,763,448 $464,233,774
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Historical Market and Actuarial Value of Assets

Market Value Actuarial Value AVA as %
Year of Assets of Assets of MVA
2018 326,905,394 315,694,446 96.6%
2017 283,902,001 287,477,661 101.3%
2016 269,935,429 274,877,630 101.8%
2015 267,549,482 263,789,654 98.6%
2014 258,340,593 245,830,308 95.2%
2013 219,605,063 219,494,329 99.9%
2012 200,860,360 205,795,168 102.5%
2011 199,988,291 196,119,468 98.1%
2010 179,166,378 177,797,061 99.2%
2009 151,275,593 167,993,744 111.1%
2008 184,386,700 177,833,982 96.4%
2007 175,115,759 165,309,144 94.4%
2006 157,653,656 151,686,147 96.2%
2005 148,916,100 142,402,678 95.6%
2004 137,080,947 132,768,961 96.9%
2003 119,929,319 125,237,848 104.4%
2002 126,751,547 126,336,366 99.7%
2001 125,752,053 123,971,024 98.6%
2000 123,913,647 117,625,992 94.9%

Douglas County Employees' Retirement Plan
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History of Plan Funding

Actuarial Actuarial Accrued Liability Funded Ratio
Value Before After Before After

Of Assets Changes Changes Changes Changes
Year ($1,000s) ($1,000s) ($1,000s)
2018 $315,694 $464,170 $464,234 68.0% 68.0%
2017 287,478 428,146 427,763 67.1% 67.2%
2016 274,878 412,283 408,662 66.7% 67.3%
2015 263,790 394,847 394,847 66.8% 66.8%
2014 245,830 380,727 380,727 64.6% 64.6%
2013 219,494 362,117 362,117 60.6% 60.6%
2012 205,795 343,542 343,178 59.9% 60.0%
2011 196,119 321,700 321,700 61.0% 61.0%
2010 177,797 307,407 307,407 57.8% 57.8%
2009 167,994 290,127 290,127 57.9% 57.9%
2008 177,834 269,970 270,351 65.9% 65.8%
2007 165,309 253,386 248,986 65.2% 66.4%
2006 151,686 239,229 239,602 63.4% 63.3%
2005 142,403 221,642 221,642 64.2% 64.2%
2004 132,769 204,952 204,952 64.8% 64.8%
2003 125,238 188,697 188,697 66.4% 66.4%
2002 126,336 167,690 172,615 75.3% 73.2%
2000 117,626 124,906 127,011 94.2% 92.6%
1998 97,626 107,071 108,391 91.2% 90.1%
1996 81,626 78,202 83,472 104.4% 97.8%
1994 69,860 71,242 72,869 98.1% 95.9%
1992 60,912 59,747 66,161 101.9% 92.1%
1990 48,387 A7,474 48,717 101.9% 99.3%
1988 37,662 36,212 37,390 104.0% 100.7%
1986 30,161 27,830 30,455 108.4% 99.0%
1984 21,752 20,912 22,203 104.0% 98.0%
1982 16,115 16,687 17,828 96.6% 90.4%
1980 11,468 15,229 15,597 75.3% 73.5%

Douglas County Employees' Retirement Plan
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Retiree Benefit Increase

This valuation summary does not include a retiree benefit increase since the funded ratio on the
valuation date did not exceed the target funding ratio established in 2004. The January 1, 2018
target funded ratio was 89.3%, while the actual funded ratio was 68.0%.

Increases in the monthly benefit paid to retirees were granted in some prior years following a
review of the funded position of the Pension Plan. The last increase was granted in 2002. The
monthly retiree benefits were increased by 3% but not less than $5 per month.

As the funded status was being discussed in 2004 the Pension Committee considered a policy
related to granting increases to retirees when the funded percentages were less than 100%.
Forecasts of the funded position completed at that time indicated the funded percentage would
remain below 100% for more than 20 years.

The policy that was discussed would give the Committee the discretion to consider an increase if
the funded percentage was on track and ahead of schedule. The funding would be on track and
ahead of schedule if the funded percentage fell above a straight line drawn from the funded
percentage of 64.8% in 2004 to 100% by 2024. While this standard was outlined and discussed on
other occasions since 2004, the Committee has not taken a formal position on the policy.

So that the Committee can review the status of funding since 2004 related to this policy, the
following display has been updated. As indicated, the funded position has not increased to be on
track and ahead of schedule since 2004.

Target Funding Ratio - Retiree Benefit Increase

120.0% T
96.3% 100,0%
100.0% - 89.3% 928% " et
85.8% & v
1180 75.3% 88% sy p—t )
9 800% 1  gg3y T UT g ' 64.6%
& 662)4(.)2?)/& 65.8% - 68.0%
@ e 63.3% 60.0% ==t==Target Funding Ratio
5 57.8%
c 40.0% - === Actual Funding Ratio
&
20.0% -
0.0%

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

Year
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History of Plan Changes

2016

2012

2008

2007

2006

2003

2002

2000

Long Term Disability provision for active members was eliminated from the

Plan as of 7/1/2015. LTD is provided by insurance outside of the pension plan.
The interest crediting rate on employee contributions was changed from 5% to the
10-Year Treasury rate for November prior to the valuation date as of 1/1/2016.

Certain bargaining employees hired after June 30, 2011 and all
non-bargaining employees hired after December 31, 2011. ltis
anticipated that all bargaining units will be under these same benefit
provisions after their next contract is negotiated.

.  1.5% of pay per year of service (45% maximum)

+ NoRule of 75

+  8.5% contribution rate

. Early Retirement at age 50 and 10 years of service or

age 60 and 5 years of service
+ Early Retirement reduction of 5% per year

Sheriff Deputies hired after June 30, 2011
« Benefit formula changed to the following:

1.0% of pay for 1 to 10 years of service
2.0% of pay for 11 to 20 years of service
2.5% of pay for 21 to 32 years of service

Contribution rate changed to the following:
8.5% for 1-32 years of service
7.5% at 33 years of service
6.5% at 34 years of service
5.5% at 35+ years of service

+ Early Retirement at age 53

. Early Retirement reduction of 4.8% per year

« No Early Retirement reduction if 30 or more years of service

Member and County contribution rate increased from 7.5% to 8.5%
Member and County contribution rate increased from 6.5% t0 7.5%
Member and County contribution rate increased from 5.5% to 6.5%

Beginning March 2003 all new retirees have their pension benefit paid from plan
assets but not covered under an insurance contract.

Increase retiree pension by 3%, but not less than $5 a month

Increase retiree pension by 4%, but not less than $5 a month

Douglas County Employees' Retirement Plan
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History of Plan Changes

1998

1997

1996

1994

1992

1990

1988

(continued)

Increase retiree pension by 3%, but not less than $5 a month

Rule of 75 for other than law enforcement
Unreduced benefit upon Rule of 75
2.0% benefit formula after January 1, 1962
5.5% member contributions

Rule of 75 for law enforcement
Unreduced benefit upon Rule of 75
2.0% benefit formula after January 1, 1962
5.5% member contributions
Participation begins on first day of employment
Increase retiree pension by 4% but not less than $10 a month

Benefit formula change to the following:
1% of pay for service before January 1, 1962
1.5% of pay for service after January 1, 1962
Decrease in interest rate on employee contributions to 5% effective
July 1, 1994
Increase retiree pension by 3%

Early Retirement Incentive Program (112 members elected benefit)
Early Termination of Employment Incentive Program (188 members
elected benefit)

Increase retiree pension by 3%

Benefit formula change to the following:
1% of pay for service before January 1, 1962
1.4625% of pay for service after January 1, 1962
Increase retiree pension by 4%
Vesting changed from 25% after 5 graded to 100% after 15 to 25% after 5
increased 15% a year up to 10
Maximum Disability Benefit increased from $36,000 to $57,600

Benefit formula change to the following:
1% of pay for service before January 1, 1962
1.425% of pay for service after January 1, 1962
Increase retiree pension by 4%, but no less than $5 a month
Changed eligibility requirements to include participants hired after age 60

Douglas County Employees' Retirement Plan
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History of Plan Changes

1986

1984

1982

1980

(continued)

Benefit formula change to the following:
1% of pay for service before January 1, 1962
1.2% of pay for service from January 1, 1962 to January 1, 1972
1.4% of pay for service after January 1, 1972

Increase retiree pension by 6% but not less than $5 a month

Increased benefit formula from 1.1% of pay to 1.2% for service after
January 1, 1974
Increase retiree pension by 6%, but not less than $5 a month

Added Special Early Retirement

Benefit formula change from 1% of pay to 1.1% of pay for service after
January 1, 1972

Increase retiree pension by 6%, but not less than $10 a month
Changes in disability retirement provisions

Changes in actuarial assumptions

Special provisions for county employees change to state employees

Special Early Retirement

Change in service definition — unlimited sick leave
$10/month increase in pension to retirees

Added Late Retirement Benefit

Douglas County Employees' Retirement Plan
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Actuarial Cost Method

Annual costs were calculated using the Projected Unit Credit Actuarial Cost Method. Projected
Unit Credit is one of the Accrued Benefit Actuarial Cost Methods. Using Projected Unit Credit,
annual costs equal the sum of the normal cost and an amount to amortize the unfunded accrued
liability. The normal cost is defined as the actuarial value of retirement and ancillary benefits that
are allocated to the current year.

The unfunded accrued liability is equal to the accrued liability reduced by the actuarial value of
plan assets. The accrued liability is defined as the actuarial value of retirement and ancillary
benefits that have been allocated to years of service prior to the current year.

The method allocates an equal amount of a participant’s projected retirement benefit to each year
of service. The benefit at normal retirement is projected assuming salaries increase at the
assumed rates. The projected retirement benefit is then divided by the participant’s years of
service to determine the portion of the retirement benefit allocated to each year. Service includes
years following the later of the date of hire and July 1, 1952 (January 1, 1955 for former Board of
Health participants) and prior to the assumed retirement age.

As experience develops under the Retirement Plan, actuarial gains and losses will result.
Actuarial gains and losses indicate the extent to which actual experience is deviating from that
expected on the basis of the actuarial assumptions. Actuarial gains result from experience more
favorable than assumed and reduce the unfunded accrued liability. Actuarial losses result from
experience less favorable than assumed and increase the unfunded accrued liability. All actuarial
gains and losses are included in the determination of the unfunded accrued liability as of the
valuation date.

The unfunded actuarial accrued liability is amortized over 25 years on a fixed percentage of pay,
closed layered basis. This amortization method was adopted effective January 1, 2017.

Asset Valuation Method

The Actuarial Value of Plan Assets held in the pension trusts was calculated as the sum of the
following:

* Adjusted Value of Plan Assets
+ One-half of the excess of Market Value over the Adjusted Value of Plan Assets

The Adjusted Value of Plan Assets equals:
* Actuarial Value of Plan Assets on the prior valuation date, plus contributions and

expected interest, less
+ Pensions paid, refunds and other disbursements with expected interest

Douglas County Employees' Retirement Plan
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Actuarial Assumptions

Investment Return

Salary Scale

Mortality Rates

Disability Rates

Withdrawal Rates

Accrued Sick Leave

Douglas County Employees' Retirement Plan

7.5% compounded annually.

Salaries were assumed to increase at an annual
rate compounded annually following the valuation
date varying by age, as illustrated below.

Percentage
Age Increase
18-44 5.50%
45-54 5.00%
55+ 4.50%

The static, combined healthy lives RP-2000
mortality tables projected to 2017 and further
projected 7 years for annuitants and 15 years for
non-annuitants. Separate tables are used for
annuitants and non-annuitants as well as for
male and female.

None.

Based on rates as illustrated below:

Age Rate
22 28.3%
27 12.7%
32 10.0%
37 8.2%
42 5.9%
47 4.0%
52 2.3%
57 1.9%

7 days per year.
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Actuarial Assumptions
(continued)

Retirement Rates Age Rule of 75 Other
50 30% 5%
51-54 5% 2%
55-61 10% 5%

62-64 20% 10%

65-69 30% 30%

70 100% 100%

Retirement rate is 30% the first year a Member is
eligible for Rule of 75.

Sheriffs
Hired after
June 30,
Age 2011
53-54 5%
55 25%
56-57 15%
58 20%
59-61 25%
62 30%
63 35%
64 40%
65 100%

Retirement rate is 100% for sheriffs hired after
June 30, 2011 at 30 years of service.

Interest Rate on Employee 2.35% per annum.
Contributions

Administrative Expenses Annual administrative expenses have been
estimated as 3/10 of 1% of plan assets.

Douglas County Employees' Retirement Plan 23






Summary of Plan Provisions

Effective Date
Plan Year
Participation
Definitions

Member

Benefit Service

Final Average
Compensation

Normal Retirement Date

Rule of 75 Retirement

January 1, 1963
January 1 through December 31.

First day of continuous employment.

Any employee who participates in the Plan as an active
participant or a non-active participant entitled to a disability
pension, a deferred vested retirement benefit or a current
retirement benefit.

Years of service following the later of July 1, 1952 and the date
of hire and prior to the normal retirement date. Years of service
prior to January 1, 1955 are not considered for members who
were participants of the Omaha-Douglas County Board of Health
Retirement Plan.

Average monthly compensation paid during the 60 consecutive
months of the last 120 months of service that produces the
largest average monthly compensation. The average monthly
compensation is limited for members who were participants of
the Omaha-Douglas County Board of Health Retirement Plan
prior to 1975.

First day of calendar month coinciding with or next following the
65th birthday (age 55 for sheriff deputies hired after June 30,
2011).

First day of calendar month coincident with or next following the
attainment of age 50, and completion of a sufficient number of
years of service so that when such years are added to the
members attained age, the total equals or exceeds 75. Such
service must be exclusive of accumulated sick leave.

There is no Rule of 75 Retirement for bargaining employees
hired after June 30, 2011 (or later date based on applicable
bargaining unit contract) and all non-bargaining employees hired
after December 31, 2011.

Douglas County Employees' Retirement Plan 24






Summary of Plan Provisions

(continued)

Early Retirement Following attainment of age 55 and 20 years of service, or age
60 and 5 years of service. Age 53 for sheriff deputies hired after
June 30, 2011. Age 50 and 10 years of service or age 60 and 5
years of service for bargaining employees hired after June 30,
2011 (or later date based on applicable bargaining unit contract)
and all non-bargaining employees hired after December 31,
2011.

Benefits

Normal Retirement For participants who were actively employed on October 4, 1997
and retire thereafter, a monthly income equal to the sum of (1)
and (2), not to exceed 60% of the participant’s final Average
Compensation:

(1) 1% of Final Average Compensation, multiplied by years of
benefit service prior to January 1, 1962, plus

(2) 2.0% of Final Average Compensation multiplied by years of
benefit service following January 1, 1962.

For bargaining employees hired after June 30, 2011 (or later
date based on applicable bargaining unit contract) and all non-
bargaining employees hired after December 31, 2011, a monthly
income equal to 1.5% for each year of service not to exceed
45% of the participant's final Average Compensation.

For sheriff deputies hired after June 30, 2011, a monthly income
equal to the sum of (1), (2) and (3), not to exceed 60% of the
participant’s final Average Compensation:

(1)  1.0% of Final Average Compensation multiplied by 1-10
years of benefit service.

(2) 2.0% of Final Average Compensation multiplied by 11-20
years of benefit service.

(3) 2.5% of Final Average Compensation multiplied by 21-32
years of benefit service.

Douglas County Employees' Retirement Plan 25






Summary of Plan Provisions

(continued)

Early Retirement Monthly income computed in the same manner as normal
retirement, based on benefit service and final average
compensation at the early retirement date, and reduced by 1/4 of

1% for each full calendar month that the initial retirement
payment precedes the normal retirement date.

Reduced by .4167% for each full calendar month that the initial
retirement payment precedes the normal retirement date for
bargaining employees hired after June 30, 2011 (or later date
based on applicable bargaining unit contract) and all non-
bargaining employees hired after December 31, 2011.

Reduced by .4% for each full calendar month that the initial
retirement payment precedes the normal retirement date for
sheriff deputies hired after June 30, 2011.

Rule of 75 Retirement If the eligibility requirements for Rule of 75 Retirement are met,
the early retirement benefit will not be reduced for the period that
retirement precedes the normal retirement date.

Late Retirement A member who attains the age of 65 after December 31, 1987,
shall be entitled to the Normal Retirement Benefit based on
Years of Service and Final Average Compensation determined
as of the late Retirement Date.

Death A benefit of 80% of earned pension is payable until death of the
spouse if an employee has completed 8 years of service at the
date of death. The earned pension is based on length of service

and final average compensation to the date of death. The
participant and spouse must be married for at least one year
prior to date of death.

If the employee is not survived by dependents or does not qualify
for the spouse benefit, the employee’s contributions, plus
accumulated interest is paid to the beneficiary upon death.

Douglas County Employees' Retirement Plan 26






Summary of Plan Provisions

(continued)

Termination Benefit Deferred monthly income equal to the earned benefit based on
service and compensation to the date of termination and
multiplied by a vesting factor:

Completed Years of Service Vesting

on Date of Termination Factor
Less than 5 0.00

5 0.25

6 0.40

7 0.55

8 0.70

9 0.85

10 Years and Over 1.00

If a member's employment is terminated due to a change in
employment status as provided by the Nebraska Legislature to
that of a state employee, such member’'s Vested Factor will be
1.00. The termination benefits to which he is entitled shall be
based on the average monthly compensation of the member
during Douglas County employment and/or state employment
which immediately follows Douglas County employment.

Upon termination prior to qualifying for a vested pension or in lieu
of the vested pension, the employee may withdraw his
contributions increased by interest. Effective July 1, 1994, the
interest rate credited is 5% compounded annually. This interest
rate credit was changed to the 10-year treasury rate for the
month of November, preceding the plan year, as of January 1,

2016.
Form of Annuity
Normal Form Joint life annuity, 60% continuing to spouse or dependent
children.

Five years certain and life, if no eligible dependents.

Douglas County Employees' Retirement Plan 27






Summary of Plan Provisions

(continued)

Contribution

Participant Members contributed 5.5% of total earnings prior to January 1,
2006. The annual contribution rate increased to 6.5% as of
January 1, 2008, 7.5% as of January 1, 2007 and 8.5% as of
January 1, 2008 and thereafter.

Sheriff deputies hired after June 30, 2011 contribute according
the following schedule:

Years of
Service Percentage
Less than 33 8.50%
33 7.50%
34 6.50%
35 or more 5.50%

Effective July 1, 1985, the Employee contribution is “picked up”
and contributed to the Plan by Douglas County.

County The County pays the balance of the cost of the plan. By law, the
County cannot contribute more than the participants for pension
earned after the effective date of the plan. The County pays for
all benefits earned for service before the plan was effective.

Douglas County Employees' Retirement Plan 28
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Participant Census Statistics

Active Participants
Number
Average Attained Age
Average Past Service
Total Annual Compensation

Average Annual Compensation

Non-Active Participants

Number
Average Attained Age
Total Annual Benefits

Average Annual Benefit

Douglas County Employees' Retirement Plan

Plan Year Beginning January 1

2016 2017 2018

2,122 2,146 2,182
45.0 45.2 45.1
10.6 10.7 10.5
$114,241,647  $119,649,815  $124,582,198
53,837 55,755 57,095
1,396 1,434 1,484
67.8 67.5 67.5
24,544,766 25,707,177 28,191,227
17,582 17,927 18,997
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Participant Census Statistics

(continued)

Active Participant Age Distribution

350
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Under20 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65 & Over
Age Group

Average Salary by Age
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Participant Census Statistics

(continued)

January 1, 2018
Non-Active Participants Included in Valuation

Total Average
Number Annual Benefit Annual Benefit
Retired & Beneficiary 1,259 $24,982,760 $19,843
Vested Terminated 106 1,159,950 10,943
Terminated Non-Vested 91 1,317,806 14,481
Disabled Participants 28 730,711 26,097
Total 1,484 28,191,227 18,997

* Amount equal to expected refund of member contributions.

Retired & Beneficiary Participants in Pay Status

Total Average

Age Number Annual Benefit Annual Benefit

Under 50 15 $166,001 $11,067
50-54 39 1,375,421 35,267
55-59 101 3,084,677 30,541
60-64 168 4,535,817 26,999
65-69 309 7,041,649 22,789
70-74 218 3,963,512 18,181
75-79 143 2,246,631 15,711
Over 79 266 2,569,052 9,658
Total 1,259 24,982,760 19,843

Disabled Participants in Pay Status**

Total Average

Age Number Annual Benefit Annual Benefit

‘Under 45 0 $0 $0
45-49 1 9,346 9,346
50-54 1 4,163 4,163
55-59 2 20,220 10,110
Over 59 2 22,982 11,491
Total 6 56,711 9,452

**Disability payments are paid from the Plan for the first 5 years. Payments after five years

are paid under the disability insurance contract for eligible disabled participants prior to
July 1, 2015.

Douglas County Employees' Retirement Plan
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Participant Census Statistics

(continued)

Non-Active
Active Deferred Disabled Retired Beneficiary Total

Number on January 1, 2017 2,146 190 26 1,011 207 3,580
Terminated

Non-Vested 0 0 0 0 0 0

Vested - Lump Sum -78 -60 0 0 0 -138

Vested - Deferred -79 +79 0 0 0 0
Disabled -6 0 +6 0 0 0
Deceased

Vested - Lump Sum 0 0 0 0 0 0

Vested - Beneficiary -2 0 -1 -1 +18 +4

No Additional Benefit 0 0 0 -15 -14 -29
Retired

Monthly Benefit -55 -9 -3 +67 0 0

Lump Sum 0 0 0 0 0 0

Certain Period Expired 0 0 0 0 -6 -6
Return to Active +3 -3 0 0 0 0

New Entrants or Prior Omissions

During Plan Year +253 0 0 +1 +1 +255
Number on January 1, 2018 2,182 197 28 1,053 206 3,666
Non-Active Participants Number Annual Benefit
Deferred Participants
Vested Participants 106 $1,159,950
Non-vested Participants 91 1,317,806 *
Disabled Participants 28 730,711
Retired & Beneficiary Participants 1,259 24,982,760

* Amount equal to expected refund of member contributions.

Douglas County Employees' Retirement Plan






Appendix B

Eastern Nebraska Health Agency

Retirement Plan Information



[Page left intentionally blank]



1.

2018 Report

Eastern Nebraska Human Services Agency Employees Retirement Plan

Information for plan years 2013 through 2018*:

2018 2017 2016 2015 2014 2013
Funding B o o
Status 74% N/A 71% N/A 76% N/A
Assumedrate | 7 oo, 7.0% 7.0% 7.0% 7.0% 7.0%
of return e e U7 e . )
Prior year o o B o o o
il ol 11.7% 6.8% 0.2% 6.4% 15.6% 9.1%
Member
contribution o o B
 fosa ot 2.75% 2.75% 2.75% 2.75% 2.75% 2.75%
pay
Employer
contribution B o o o o
oS % of 9.5% 9.0% 8.5% 8.0% 7.5% 7.0%
pay |
Normal cost: o o o
% of pay 7.4% N/A 7.0% N/A 7.1% N/A
ARC: 12.19% 11.55% 11.55% 10.77% 10.77% 11.38%
o/o Of pay « (o] . (] - (] . (o] " (] . (]
ARC ($) $2,923,820 | $2,668,776 | $2,603,684 | $2,241,905 | $2,197,946 | $2,528,319
(%‘;“t“b“tm TBD $2,900,037 | $2,783,724 | $2,427,556 | $2,246,729 | $2,131,677
Contribution: 0 o o o o
o ARG TBD 108.7% 106.9% 108.3% 102.2% 84.3%

* Actuarial Valuations are conducted every other year.

Circumstances that led to the current underfunding of the retirement plan: Prior to 2014,

actual contributions were significantly less than the ARC. Additionally, investment losses
resulting from the financial crisis of 2008/09 significantly reduced the plan’s funding status.
For the most recent 2018 valuation, changes in assumptions (described in the next
question) also reduced the funding status. The 2018 funded status would have been 77%
based on the consistent assumed mortality table.

Changes in the actuarial methods and/or assumptions since the previous actuarial

valuation report: For the 2018 actuarial valuation, the mortality table was updated to the
Static IRS 2018 annuitant-distinct mortality table, based on the RP 2014 mortality table. The
unfunded accrued liability amortization period was changed as of January 1, 2018 from a 30
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10.

2018 Report
Eastern Nebraska Human Services Agency Employees Retirement Plan

year open amortization to a 25 year closed layer amortization. There were no other
changes in the actuarial assumptions or methods.

Year the plan funding ratio expected to reach 100%: 2042 based on the January 1, 2018
census data and assets and projected with assumptions as described in the January 1,
2018 valuation report.

Method used to amortize the unfunded actuarial liability: 25 years on fixed level dollar,
closed layered basis.

Corrective actions implemented to improve the funding status of the plan: The agency
has been increasing employer contributions by one-half percent annually since 2010. The
most recent forecast study was completed in October 2018 (see attached). The forecast
shows steady future annual improvements in the funding status with the current contribution
schedule, with the forecasted funding status exceeding 80% in 6 years.

Negotiations with bargaining groups: The majority of the agency's employees are covered

under a collective bargaining agreement. As of this report, the agency is not in negotiations
for any plan changes.

The most recent Actuarial Experience Study was completed in July 2016 and is
attached.

The current assumed rate of return is 7%. This assumption has not been changed since
inception of the Plan. The rate is reviewed in the Actuarial Experience Study conducted
every four years.

The report for the January 1, 2018 actuarial valuation is attached.

Page 2 of 2
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BUSINESS AND PERSONAL RESOURCE MANAGEMENT Silverstone @M

October 15, 2018

Ms. Robyn Hansen

Eastern Nebraska Human Services Agency
4715 South 132 St

Omaha, NE 68137

Re: Employees Retirement Plan Forecast Study
Dear Robyn:

We have estimated the funded ratios for the Retirement Plan for the next 25 years.
Please note, the values presented are only estimates, as the actual amounts will be
based on census data and plan experience, actual asset values and assumptions
applied in future years, as well as other variables. Therefore, actual future measures will
differ from these estimates as actual future experience differs from assumed experience.

The funded ratio is the ratio of the plan assets to the actuarial accrued liability. For active
participants, the latter amount is the actuarial measure of benefits based on service to
date and pay projected to retirement. For all other participants, it is the measure of their
actual vested benefit.

Forecast Results

The forecast applies the current employer contribution schedule. This assumes the
current 2018 employer contribution of 9.50%, and the employee contribution of 2.75%,
will continue each year following. Under the assumptions applied, a funded ratio greater
than 100% will be attained in 24 years. The results are summarized in the table on the
following page.

Assumptions

All methods and assumptions are consistent with those applied to complete the 2018
valuation. Please refer to pages 8 through 10 of the January 1, 2018 Actuarial Valuation
Report for a complete description of these methods and assumptions. The forecast
begins with the census and valuation results as of January 1, 2018. Assets are projected
beginning with total assets as of December 31, 2017. Refer to the valuation report for a
summary of the census, funding results and asset development. The estimated funded
ratios may be less if plan asset performance is less than the 7% rate of return
assumption, if experience is other than assumed, if plan provisions are changed to
increase benefits, or if actuarial assumptions are changed.

Please call us at 402.964.5490 or 402.964.5439 to discuss the results or for any
alternative assumptions or contribution rates.

Sincerely,

Glen C. Gahan, FSA Renee A. Nolte, ASA
Principal Senior Consultant
Enclosure

SILVERSTONEGROQUP.COM
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BUSINESS AND PERSONAL RESOURCE MANAGEMENT Silverstone @m

GRGUP

August 3, 2018

PERSONAL AND CONFIDENTIAL

Ms. Robyn Hansen

Eastern Nebraska Human Services Agency
4715 South 132nd Street

Omaha, NE 68137

RE: Employees Retirement Plan
Dear Robyn:

We have completed our work on the actuarial valuation for the Eastern Nebraska Human
Services Agency Employees Retirement Plan. Enclosed for your review are 15 copies of
the Actuarial Valuation Report for the plan year beginning January 1, 2018.

The Report Highlights section summarizes the valuation results. The actuarial formula to
determine the Recommend Employer Contribution is based on an amount equal to the
excess of the plan's Normal Cost over the anticipated employee contributions, plus an
amount to amortize the unfunded accrued liability over a 25-year period. This
amortization period has been decreased from a 30-year period used in the 2016
actuarial valuation.

The valuation recognizes the updated participant and plan asset information as of
January 1, 2018. The mortality table was updated from the IRS 2016 table (based on the
RP 2000 table) to the IRS 2018 table (based on the RP 2014 table). All other actuarial
methods and assumptions are the same as those used for the prior valuation. In our
opinion, these methods and assumptions are appropriate.

Please call if we can provide additional information.

Sincerely,

Ao GLol—

Glen C. Gahan, FSA, MAAA
Enrolled Actuary

GCG/ks

Enclosures
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BUSINESS AND PERSONAL RESOURCE MANAGEMENT Silverstone @M

August 3, 2018

ACTUARIAL CERTIFICATION

Pension Committee

Eastern Nebraska Human Services Agency
4715 South 132nd Street

Omaha, NE 68137

Dear Committee Members:

An actuarial valuation was performed for the Eastern Nebraska Human Services Agency
Employees Retirement Plan as of January 1, 2018. The valuation was prepared to
determine the value of accrued benefits and annual costs. The results of the valuation
are contained in the accompanying report.

The valuation is based on eligible employees submitted by your office. A statement of
plan assets was furnished by United of Omaha, American Funds, and Stichler Wealth

Management. We have not made an independent audit of this data, but have relied on
the accuracy of the information that was supplied.

To the best of my knowledge, the information supplied in this report is complete and
accurate and in my opinion the assumptions are reasonably related to the experience of
the Plan and to reasonable expectations and represent my best estimate of anticipated
experience under the Plan. However, future measures may differ significantly from the
current measurement. Due to the limited scope of our assignment, this report does not
include an analysis of the potential range of such future measures. The undersigned
meets the Qualification Standards of the American Academy of Actuaries to render the
actuarial opinion contained in this report.

Sincerely,

Ao CLol—

Glen C. Gahan, FSA, MAAA
Enrolled Actuary

GCG/ks

Enclosure
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Financial Highlights

Annual Contributions
Recommended
Actual

Plan Assets
Prior Year Investment Return

Funding Basis
Actuarial Accrued Liability
Plan Assets
Unfunded Actuarial Accrued Liability

Accrued Benefit Basis
Vested Benefit Value
Accrued Benefit Value

Funded Ratios**
Funding Basis - AAL
Accrued Benefit Basis

Normal Cost
As a percent of covered payroll

Interest Rates
Funding Basis
Accrued Benefit Basis

Annual Covered Payroll

Number of Participants
Active and Disabled
Retired and Beneficiary
Vested Terminations and Transfers
Total

*%

2016 2017 2018
2,603,684 2,668,776 * 2,923,820
2,783,724 2,900,037 N/A

33,595,512 36,287,530 40,879,777
0.2% 6.8% 11.7%
47,305,934 55,125,381
33,595,512 40,879,777
13,710,422 14,245,604
43,521,210 50,842,736
44,386,988 51,902,778
71% 74%
76% 79%
1,571,092 1,781,369
7.0% 7.4%
7.00% 7.00%
7.00% 7.00%
22,545,677 23,985,346
678 668
216 251
77 76
971 995

Increased from prior year recommended contribution by 2.5% salary scale.
Ratio of plan assets to applicable actuarial liability.






Comments on the Valuation

The results of the actuarial valuation prepared for the Eastern Nebraska Human Services Agency
Employees Retirement Plan as of January 1, 2018 are summarized in this report. The following
observations are provided regarding the report.

Plan Experience

Examining the overall plan experience since the last valuation on January 1, 2016, we note:

Since the prior valuation, the number of active participants has decreased from 678 to 668.
Annual covered payroll for participants under Normal Retirement Age increased from
$22,545,677 to $23,985,346, a 6.4% increase. The average salary for participants under
Normal Retirement Age increased from $35,394 to $37,951, a 7.2% increase.

For active participants included in the valuation, average age increased from 45.0 to 45.2
years and average service increased from 10.4 to 10.9 years.

The investment return on plan assets since the prior valuation was higher on average than
the assumed 7.0% rate. The approximate investment return rate for 2016 was 6.8%, and for
2017 was 11.7%.

On the same actuarial basis as used in 2016 and prior to any assumption changes, the
Unfunded Accrued Liability (UAL) decreased by $1,290,000, from $13,710,000 to
$12,420,000. Contributing factors were:

Investment return rates greater than expected decreased the UAL by approximately
$1,630,000.

- Contributions more than the Normal Cost plus interest on the UAL subtracted about
$440,000 from the UAL.

- Net actuarial losses from other sources increased the UAL by approximately
$780,000.






Comments on the Valuation

Actuarial Assumptions

The mortality table was updated to the static IRS 2018 annuitant-distinct mortality table based on the
RP 2014 table. The effect of this change increased the UAL by $1,822,710. The corresponding
increase in the normal cost was $52,457.

All other assumptions are the same as those used in the 2016 valuation.

Recommended Contribution

The recommended contribution consists of the plan's normal cost plus a 25-year amortization
payment of the unfunded accrued liability. This amortization period is closed for the initial unfunded
actuarial accrued liability (UAAL) as of Janaury 1, 2018. New bases will be established in future
years for changes in the UAAL due to changes in plan provisions, actuarial assumptions and
experience (gains)/losses.

We recommend ENHSA increase the total contribution to the plan to at least $2,923,820 for 2018.
Plan contributions include amounts contributed by the employees and by the employer. For 2018, the
anticipated employee contributions at the current rate of 2.75% are $659,597 and the anticipated
employer contributions at the current rate of 9.5% are $2,278,608 for a total of $2,938,205.






Annual Contributions

Annual contributions to the Retirement Plan as illustrated herein are comprised of employee
contributions equal to a percentage of expected compensation as of the valuation date and an

amount payable by the employer.

January 1, 2018

Before After
Assumption Assumption
January 1, 2016 Changes Changes*

Recommended Contribution
Normal Cost $1,571,092 $1,728,912 $1,781,369
Unfunded Accrued Liability Payment 1,032,592 996,276 1,142,451
Total 2,603,684 2,725,188 2,923,820
Expected Employee Contribution
Employee Contribution Rate 2.75% 2.75% 2.75%
Covered Payroll 22,545,677 23,985,346 23,985,346
Expected Employee Contribution 620,006 659,597 659,597
Recommended Employer Contribution
Normal Cost less

Employee Contribution 951,086 1,069,315 1,121,772
Employer Normal Cost as a

Percent of Pay 4.22% 4.46% 4.68%
Total Contribution less

Employee Contribution 1,983,678 2,065,591 2,264,223
Employer Contribution as a

Percent of Pay 8.80% 8.61% 9.44%

*

The mortality table assumption was changed as shown in the Actuarial Assumptions section.






Valuation Results

A summary of the results of the actuarial valuations performed as of January 1, 2016 and January 1,

2018 is displayed below:

Unfunded Accrued Liability
Accrued Liability

Less: Plan Assets

Unfunded Accrued Liability

Ratio of Assets to Accrued Liability
Annual Normal Cost

Retirement, Death, Termination and
Deferred Disability Benefits

Administrative Expense Load

Total

January 1, 2018

Before After
Assumption Assumption
January 1, 2016 Changes Changes*
$47,305,934 $53,302,671 $55,125,381
33,595,512 40,879,777 40,879,777
$13,710,422 $12,422,894 $14,245,604
71% 77% 74%

$1,546,883 $1,699,436 $1,751,893
24,209 29,476 29,476
$1,571,092 $1,728,912 $1,781,369

* The mortality table assumption was changed as shown in the Actuarial Assumptions section.
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Plan Assets

All future plan benefits will be derived from plan assets on the valuation date, future contributions
and investment income on these amounts. The changes in the value of plan assets since the last
valuation and the value of plan assets on the current valuation date are displayed below.

Changes in Value of Plan Assets

Market Value of Assets on January 1, 2016
Contribution Receivable

Adjusted Plan Assets on January 1, 2016
Employer Contributions
Employee Contributions
Investment Income
Monthly Benefit Payments
Lump Sum Distributions
Administrative Charges

Market Value of Assets on January 1, 2017
Contribution Receivable

Adjusted Plan Assets on January 1, 2017
Employer Contributions.
Employee Contributions
Investment Income
Monthly Benefit Payments
Lump Sum Distributions
Administrative Charges

Market Value of Assets on January 1, 2018
Contribution Receivable

Adjusted Plan Assets on January 1, 2018

Asset Allocation

Employee Funds - Annuity Contract
Employee Funds - Equities
Employer Funds - Annuity Contract
Employer Funds - Equities

$33,595,512
0

$33,595,512
2,065,502
718,222
2,326,078
(2,095,874)
(292,412)
(29,498)

$36,287,530
0

$36,287,530
2,237,304
662,733
4,281,306
(2,364,047)
(195,573)
(29,476)

$40,879,777
0

$40,879,777

$4,101,486

6,533,193
10,171,347
20,073,751

$40,879,777
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Plan Financial Information

Another objective of preparing the actuarial valuation is to evaluate the funding status of the
Plan. The following display compares the funding status of the Plan for the two most recent

actuarial valuations.

1. Actuarial Present Value of Vested Accrued

Benefits

Retirees and Beneficiaries of
Deceased Participants

Vested Terminated Participants
Active Participants
Total

2. Actuarial Present Value of Non-Vested
Accrued Benefits for Active Participants

3. Actuarial Present Value of Accrued
Benefits (1) + (2)

4. Value of Assets

5. Funded Ratio*
Vested Accrued Benefits
Accrued Benefits

Interest Rate

January 1, 2016

January 1, 2018

$17,757,931
1,695,034

24,068,245

$43,521,210

$865,778

$23,305,137
1,817,677

25,719,922

$44,386,988

$33,595,512

77%
76%

7.00%

$50,842,736

$1,060,042

$51,902,778

$40,879,777

80%
79%

7.00%

The actuarial present value of vested and non-vested benefits has been determined based on
the actuarial assumptions shown in the Actuarial Assumptions section.

*

Ratio of plan assets to applicable actuarial present value.






Actuarial Cost Method

Annual costs were calculated using the Projected Unit Credit Actuarial Cost Method. Projected
Unit Credit is one of the Accrued Benefit Actuarial Cost Methods. Using Projected Unit Credit,
annual costs equal the sum of the normal cost and an amount 10 amortize the unfunded accrued
liability. The normal cost is defined as the actuarial value of retirement and ancillary benefits that
are allocated to the current year.

The unfunded accrued liability is equal to the accrued liability reduced by the actuarial value of
plan assets. The accrued liability is defined as the actuarial value of retirement and ancillary
benefits that have been allocated to years of service prior to the current year.

The method allocates an equal amount of a participant’s projected retirement benefit to each year
of service. The benefit at normal retirement is projected assuming salaries increase at the
assumed rates. The projected retirement benefit is then divided by the participant’s years of
service to determine the portion of the retirement benefit allocated to each year.

At the end of each year, a determination of actuarial gains and losses is made. Actuarial gains
and losses indicate the extent to which actual experience is deviating from that expected on the
basis of the actuarial assumptions. Actuarial gains result from experience more favorable than
assumed and reduce the unfunded accrued liability. Actuarial losses result from experience less
favorable than assumed and increase the unfunded accrued liability. All actuarial gains and losses
are included in the determination of the unfunded accrued liability as of the valuation date.

The unfunded actuarial accrued liability is amortized over 25 years on a fixed level dollar, closed
layered basis. This amortization method was adopted effective January 1, 2018.

Asset Valuation Method

The value of plan assets is based on the contract value of assets held at United of Omaha and the
market value of assets held at American Funds and Stichler Wealth Management.






Actuarial Assumptions

Interest Rate 7.0% compounded annually.

Salary Scale Salaries were assumed to increase at an annual
rate of 2.5% compounded annually following the
valuation date.

Mortality Rates The mortality rates are based on the static IRS
2018 annuitant-distinct mortality table based on
the RP 2014 table.

Turnover Rates Based on years of service and age as follows:
Years of Service Annual Rate
0 54.0%
1 25.5%
2 15.0%
3 or more 150% of Scale T-7

of the Actuary's
Pension Handbook

Elected Form of Distribution Percent Electing
Age Deferred Employee
Annuity Contribution
Under 55 25% 75%
55 and over 100% 0%
Retirement Rate Participants are assumed to retire in accordance
with the following schedule:
Normal Annual Rate of
Retirement Age Retirement
62 with 30 years 15%
63 with 30 years 5%
64 with 30 years 5%
65 100%
Normal Retirement Age Age 65 or Age 62 with 30 years of service earned

as of the valuation date.
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Actuarial Assumptions
(continued)

Marriage Rate 75% of the participants were assumed to be
married at retirement. Female spouses are
assumed to be 3 years younger than male
spouses.

Administrative Expenses Equal to prior plan year actual expense.

10






Summary of Plan Provisions

Effective Date
Plan Year

Participation

Definitions

Service

Year of Service

Average Monthly
Compensation

Normal Retirement Dale

Early Retirement Date

Late Retirement Date

Disability Retirement

January 1, 1982,
January 1 through December 31.

Full-time employees are eligible to participate on January 1
or July 1 coinciding with or next following the completion of
6 months of service.

Any period of time the Employee is in the employ of the
Employer as a full-time Employee.

A consecutive 12 month period during which 2,000 hours of
service has been completed. For purposes of retirement
benefits, a Year of Service shall include the fractional
portion of the year from the most recent employment
anniversary to date of termination.

Average of monthly compensation during the five
consecutive years of the last ten years of service which
produces the highest average.

First day of the month coinciding with or next following the
attainment of age 65, or age 62 with 30 years of service.

First day of any month following the attainment of age 55
and completion of 10 years of service, or age 60 and 5
years of service.

Anytime following Normal Retirement Date.

If a participant has completed five years of service and
becomes disabled, they will remain active in the plan until
their Normal Retirement Date. Mandatory employee
contributions will be waived.

11






Benefits

Normal Retirement

Early Retirement

Late Retirement

Disability

Preretirement Death
Benefit

Summary of Plan Provisions

(continued)

Monthly annuity equal to 1.75% of Average Monthly
Compensation multiplied by the number of Years of Service.

Monthly annuity computed in the same manner as the
Normal Retirement Benefit but based on the service and
Average Monthly Compensation as of the Early Retirement
Date and reduced by 0.25% for each full month that the
Early Retirement Date precedes the Normal Retirement
Date.

Monthly annuity computed in the same manner as the
Normal Retirement Benefit but based on the service and
Average Monthly Compensation earned as of the Late
Retirement Date.

Monthly annuity payable at Normal Retirement Age
computed in the same manner as the Normal Retirement
Benefit assuming that compensation as of the date of
Disability and service continued to the Normal Retirement
Date.

A benefit is payable at the death of an active participant.

Death Prior to Early Retirement Date - A lump sum equal to
the participant's contributions plus accumulated interest is
payable to a designated beneficiary.

Death After Early Retirement Date - A monthly income
payable to a surviving spouse or dependent children equal
to 60% of the earned benefit determined at the participant's
death. This amount is payable beginning at the participant's
Normal Retirement Date. A reduced monthly income may
be selected by the surviving spouse or the dependent
children to be payable beginning at any date following the
participant's Early Retirement Date. The monthly income is
payable for the life of the surviving spouse. If paid to the
dependent children, the monthly income will continue until
the youngest child attains age 21.

If the participant is not survived by an eligible spouse or
dependent children a lump sum equal to the participant's
contributions plus accumulated interest is payable to a
designated beneficiary.

12
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Summary of Plan Provisions
(continued)

Termination Benefit Benefit upon termination equal to a vested interest in the
earned pension as of the date of termination determined
according to the following schedule:

Years of Service Vesting %
Less than 5 years 0%
5 50%
6 60%
7 70%
8 80%
9 90%
10 or more years 100%
Normal Forms of Annuity
Married Participant Joint and 60% Survivor annuity.
Single Participant Five Year Certain & Life annuity.
Contributions
Participant A monthly amount equal to 2.75% of monthly

compensation. The contributions are picked up by the
employer effective July 1, 2013.

Employer An amount necessary to provide the benefits under the plan
based upon the recommendations of periodic actuarial
valuations. Currently, the employer has scheduled the
following contribution rates as a percentage of payroll:

2010 5.5%
2011 6.0%
2012 6.5%
2013 7.0%
2014 7.5%
2015 8.0%
2016 8.5%
2017 9.0%
2018 9.5%

13
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Participant Census Statistics
(continued)

January 1, 2018
Non-Active Participants Included in Valuation

Total Average
Number Annual Benefit Annual Benefit
Retired & Beneficiary 251 $2,417,240 $9,630
Vested Terminated 76 428,122 5,633
Total 327 2,845,362 8,701

Retired & Beneficiary Participants in Pay Status

Total Average

Age Number Annual Benefit Annual Benefit

Under 55 1 $9,468 $9,468
55-59 9 76,891 8,543
60-64 24 272,737 11,364
65-69 67 787,743 11,757
70-74 57 616,969 10,824
75-79 43 308,943 7,185
80-84 23 164,464 7,151
85-89 19 141,002 7,421
Over 89 8 39,023 4,878

Total 251 2,417,240 9,630
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Participant Census Statistics
(continued)

Non-Active
Active Deferred Retired Total

Number on January 1, 2016 678 77 216 971
Terminated

Non-Vested -17 0 0 -17

Vested - Lump Sum -80 -11 0 -91

Vested - Deferred -20 +20 0 0
Deceased

Vested - Lump Sum -2 0 0 -2

Vested - Beneficiary -1 -1 -4 -6

No Additional Benefit 0 -1 -5 -6
Retired

Monthly Benefit -37 -5 +42 0

Lump Sum 0 0 0 0

Certain Period Expired 0 0 -4 -4

Beneficiary 0 0 +6 +6
Return to Active +3 -3 0 0
New Entrants or Prior Omissions
During Plan Year +144 0 0 +144
Number on January 1, 2018 668 76 251 995
Non-Active Participants Number Annual Benefit

Deferred Participants 76 $2,417,240

Retired & Beneficiary Participants 251 $428,122
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BUSINESS AND PERSONAL RESOURCE MANAGEMENT Silverstone @M

July 5, 2016

PERSONAL AND CONFIDENTIAL

Mr. Bob Brinker

Eastern Nebraska Human Services Agency
900 South 74th Plaza, Suite 200

Omaha, NE 68114

RE: Actuarial Experience Review

Dear Bob:

Enclosed are 15 copies of the Actuarial Experience Review. This report summarizes
salary, turnover, benefit election and investment return experience of the Employees
Retirement Plan. Mortality experience is also briefly addressed.

After the assumptions are confirmed, our next step is to proceed with completion of the
actuarial valuation. Please call to discuss, or we would be happy to meet at your
convenience.

Sincerely,

[onse 4. Hr_

Renee A. Nolte, ASA, MAAA
Senior Consultant

RAN/ck
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Discussion of Results

SilverStone Group has conducted an actuarial study of the salary, turnover, benefit election
and investment return experience for the Eastern Nebraska Human Services Agency (ENHSA)
Employees Retirement Plan (Plan). The study includes data from the 2012 through 2015 plan
years. In addition, the results from previous studies conducted on the 2006 through 2011 plan
years have been included for comparison.

Experience has been analyzed on annual periods based on the census and asset data
provided by ENHSA. An analysis of experience involves:

Calculation of actual rates of increase (decrease).

Calculation of expected rates of increase (decrease).

Comparison of the actual rates to the expected rates (i.e., on absolute terms).
Comparison of the actual rates divided by the expected rates (i.e., on relative terms).

Salary Experience

The salary change rate was calculated two ways. First, salaries were compared in the
aggregate from one year to the next for the last 10 years. This comparison often forms the
basis of the assumed rate of salary increase used in an actuarial valuation. These historical
annual salary increases were then compared to the current assumed salary rate of 2.0%.
Salary rates over the last three years were also analyzed by five-year age brackets.

Experience indicates that an increase in the salary rate assumption may be considered. The
average over the last 10 years is 2.99%; the average over the last five years is 2.69%. The
salary rate assumption was decreased from 4.0% to 2.0% effective with the 2012 valuation.
Increasing the assumed salary rate slightly to 2.50% would seem reasonable.

Turnover Experience

The current turnover assumption consists of rates that vary by age and service. The turnover
rates do not depend on age during the first three years of service. After three years of service,
the rates are a function of age only.

Because the turnover rate is dependent upon both years of service and age, the turnover rate
was calculated two ways. First, turnover rates were calculated for employees who have less
than three years of service with ENHSA. Second, employees were grouped in five-year age
brackets. The turnover rate was calculated based on the number of employees in each age
group ending their employment with ENHSA.

The turnover rate assumption was reduced 25% in 2006. The experience from 2010 through
2015 shows that overall, actual turnover experience remains slightly bel