





THE CECIL COUNTY PENSION PLAN
FOR PUBLIC SAFETY EMPLOYEES

ANNUAL FINANCIAL R”ORT
OF A PENSION FUND OF CECIL COUNTY, MARYLAND
FOR THE F._CAL YEAR ENDED JUNE 30, 2021

TABLE OF CONTENTS

INTRODUCTORY SECTION

Letter of Transmittal

Principal Officials & Consuitants

FINANCIAL SECTION

Report of Independent Public Accountants
Management's Discussion and Analysis
Basic Financial Statements
Statement of Plan Net Position
Statement of Change in Plan Net Position
Notes to the Financial Statements
Required Supplementary information
Schedule of Changes in County's Net Pension Liability and Related Ratios
Schedule of County Contributions
Schedule of Investment Returns
Other Supg  nentary Information
Schedule of Administrative Expenses
Schedule of Investment Expenses

Schedule of Professional Fees Paid to Consultants

15
16
17

18
18
18












Trar=—i+al Letter, Ji The ~ :cil County Pension Plai = ~ L Mg s

Acknowledgements

The operation of the Plan was made possible by the efforts of the County Executive, County
Council and other elected officials and department heads, the Trustees of the Plan, the Human
Resources staff, members of the Department of Finance, and the cooperation of the members of
the Plan. Preparation of the Annual Financial Report on a timely basis was made possible by the
dedicated service of the Department of Finance staff.

In closing, the Trustees look forward to serving the members of The Cecil County Pension Plan for
Public Safety Employees by providing benefits in their retirement.

Respectfully Submitted,

/sl James P. Appel

James Appel
Trustee



THE CECIL COUNTY PENSION PLAN
FOR PUBLIC SAFETY EMPLOYEES

Principal Officials & Consultants

June 30, 2021

A] rint | Officials

Board of Trustees

Trustee and Chairman Angela T. Blodgett

Trustee Mary Allen

Trustee James Appel

Trustee Stephen D. Brownhill
Trustee Ashley L. Ewing

Trustee AngeliaR. Lay >on

Trustee Daniel E. Schneckenburger
Trustee Wayne L. Tome

Trustee Vacant

Consultants
Legal Counsel McGuireWoods, LLP
Independent Public Accountant SB & Company, LLC

Administrator Prudential
Actuary Bolton Partners, Inc.






Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedule of changes in the County’s net pension liability and related ratios,
County contributions, and investment returns be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
evidence sufficient to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Plan’s basic financial statements. The accompanying introductory section and
other supplementary information as listed in the accompanying table of contents, is presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The accompanying other supplementary information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.

Owings Mills, Maryland )j g g &D
October 27, 2021 ! /&'






The Cecil County Pension Plan for Public Safetyt _ oyees
Management’s Discussion and Analysis, June 30, 2021

Financial Analysis of the Plan

Net Position. The following is a year-to-year comparison of the net position of the Plan.

Increase Increase
(Decrease) (Decrease)
June 30, 2021 June 30, 2020 Amount _DParnentage
Assets
Cash and Cash Equivalents $ 379,229 $ 315,552 $ 63,677 20.2%
Investments, at Fair Value 76,374,554 57,254,667 19,119,887 33.4%
Total Assets 76,753,783 57,570,219 19,183,564 33.3%
Liabilities
Total Liabilities 549 534 15 2.8%
Net Position
Held in Trust for Pension Benefits $ 76,753,234 $ 57,569,685 $ 19,183,549 33.3%

Net Plan position increased by 33.3% to $76,573,234. The increase in net position of $19,183,549
was made up of the following components: contributions from employer and active participants of
$2,820,528, net investment gain of $18,984,893, benefit and refunds of contribution payments of
$2,587,173 and administrative expenses of $34,699.

Changes in Net Position. A year-to-year comparison of changes of plan net position is as follows:

increase Increase
{Decrease) {Decrease)
2021 2020 Amount Percentage
Additions
Contributions $ 2820528 $ 2612525 $ 208,003 8.0%
Net Investment Income (Loss) 18,984,893 _ enn *49) 19,877,042 -2228.0%
Total Additions 21,805,421 1,720,376 20,085,045 1167.5%
De’ s
Pension Benefit Payments 2,438,475 2,300,546 137,929 6.0%
Refunds of Contributions 148,698 399,400 (250,702) 62.8%
Administrative Expenses 34,699 46,275 (11,576) -25.0%
Total Deductions 2,621,872 2,746,221 (124,349) -4.5%
Changes in Net Position $ 19,183,549 $ (1,025,845) $ 20,209,394 -1970.0%

The Plan experienced an increase of $19,183,549 in net position in fiscal year 2021. Total
contributions increased $208,003 or 8.0% over 2021. Net investment income increased ye over
year by $19,877,042. idition, pension benefit payments increased by $137,929 or 6.0% mainly
due to an increase in the number of retired participants. The Plan experienced a $11,576 or 25.0%
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Tl an for Public £~%~*- E~ployees

1 and An: 5, , 2021
in. 1 in ministrative e nses. As of June 30, 2021, the Plan had 108 retired participants
and 1 disabled participant receivinn henefits, which included 1 new retirees during fiscal year 2021.
In addition. the 32 ve linations not yet eligil ceive benefits as of June 30,
20 |. G )N Inds 98 were paid to 21 d participants in 2021 versus

$399,400 to 26 ed participants in 2020.
Requests for Information

is financial report is designed to provide a general overview of the Plan’s finances to participants
in the Plan, the citizens of Cecil County, and other users of such data. Requests for additional
copies of this report, an actuarial report, a list of investments, questions concerning any of the
information in this report, and requests for additional financial information should be addressed to
James Appel, Ce County Director of Finance, 200 Chesapeake Blvd, Suite 2200, Elkton,
Maryland 21921.
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THE CECIL COUNTY PENSION PLAN
FOR} IBLIC SAFETY EMPLOYEES

STATEN :NT OF PLAN NET POSITION
AS OF JUNE 30, 2021

ASSETS

Cash and Cash Equivalents $ 379,229

Investments, at Fair Value (note 6) 76,374,554

Total Assets 76,753,783
LIABILITIES

Accounts Payable 549
NET POSITION

Restricted

for Pension Benefits $ 76,753,234

The accompanying notes to the financial statements are an integral part of this statement.



Tho C_CIL COUNTY F _NS._ N PLAN
FOR Pl LIC SAFETY EMPLOYEES

STATEMENT OF CHANGE IN PLAN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2021

ADDITIONS
Contributions
Cecil County $ 1,787,079
Participants 1 N37 449
Total Contributions 2,820,528

INVESTMENT INCOME

Net Appreciation
in Fair Value of Investments 17,600,082
Interest and Dividends 1,813,461
Investment Income 19,413,543
Less: Investment Expense {(428,650)
Net Investment Income 18,984,893
Total Additions 21,805,421
DEDUCTIONS
Pension Benefit Payments 2,438,475
Refunds of Contributions 148,698
Administrative Expense _ 34,699
Total Deductions 2,621,872
Change in Net Position 19,183,549
Restricted
for Pension Benefits
Net Position - Beginning 57,569,685
Net Position - Ending $ 76,753,234

The accompanying notes to the financial statements are an integral part of this statement.






The Cecil Coui y Pension Plan for Public Safety Employees
Notes to the Financial Statements for the Fiscal Year Ended June 30, 2021

Basis of Accounting

The Plan’s financial statements are prepared using the accrual basis of accounting. Plan member
contributions are recognized in the period in which the contributions are due. Employer
contributions to the Plan are recognized when due and the employer has made a formal
commitment to provide the contributions. Benefits and refunds of contributions are recognized
when due and payable in accordance with the terms of the Plan.

Investments

Investments are reported at fair value. Securities traded on a national or international exchange
are valued at the last reported sales price at current exchange rates. For fixed income securities,
fair value may be based on quoted market prices.

The pension plan is authorized by the Plan and a trust agreement with the County Council of Cecil
County to establish an investment policy and invest long-term to pay benefits to plan members.
The investment policy allocates investments between 1) large, mid and small capitalization stocks,
and international equities traded on national exchanges; 2) fixed income domestic debt securities
traded on national exchanges; and 3) cash equivalents (deposits or short-term investments
maturing within a year). Certain investments are prohibited. Specific allocation targets are
reviewed annually and are to be diversified as follows:

Asset Class Target Allocation
U.S. Large cap equities 34%

U.S. Mid cap equities 8%

U.S. Small cap equities 10%
International equities 12%
Emerging Markets 3%

Fixed Income 33%

Total 100%

Rate of Return. For the year ended June 30, 2021, the annual money-weighted rate of return on
pension plan investments, net of pension plan investment expense, was 32.66%.

Fair Value Measurements

The Plan categorizes its fair value measurements with the fair value hierarchy established by

generally accepted accounting principles. The hie chy is based on the valuation inputs used to

measure the fair value of the asset.

e Level 1 — Valuations based on unadjusted quoted prices for identical assets or liabilities in
active markets;

+ Level 2 — Valuations based on quoted prices for similar assets or liabilities in active markets or
identical assets or liabilities in less active markets, such as dealer or broker markets; and

¢ Level 3 — Valuations derived om valuation techniques in which one or more significant inputs
or significant value drivers are unobservable, such as pricing models, discoun | cash flow
n i and sim  technigu« not | sed on market, exchange, dealer, or brol -traded
transacl 1s.






The Cecil Cout y Pension Plan for Public Safety Employees
Notes to the Financial Statements for the Fiscal Year Ended June 30, 2021

minor children, benefits calculated as if ordinary will be paid to a named beneficiary or, lacking this,
to the estate of the participant.

4, Contributions

Plan members are required to contribute 8% of the base compensation. Base compensation
excludes overtime, extra-remuneration, reimbursed expenses, and essentially excludes tax related
adjustments. Notwithstanding the foregoing, a participant shall not be required to make any further
contributions to the Plan on and after the date on which such participant is credited with twenty-five
years of creditable service.

Cecil County as the employer is required to make actuarially determined annual contribution
amounts.

This Plan is the successor to a plan offered by the State Retirement and Pensions System of
Maryland (the State Plan). As such, assets related to participants of the State Plan who opted to
become participants of the new plan were transferred to the Plan in several transactions during
fiscal years 2003 and 2004.

5. Net Pension Liability of the County

The County’s net pension liability was measured as of June 30, 2021 and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date.

Actuarial Assumptions: The total pension liability was determined by an actuarial valuation as of
July 1, 2020 rolled forward to June 30, 2021 using the following actuarial assumptions, applied to all
periods included in the measurement:

Asset Valuation Method 5-year smoothed market

Actuarial Cost Method Projected Unit Cost

Inflation 2.5%

Salary increases Rates vary by participant service

Investment rate of return 7.0%, net of pension plan investment expense, including
inflation

Mortality For healthy participants and beneficiaries, the RP-2014

Combined Healthy tables with the Blue Collar adjustment and
generational projection by Scale MP-2015. For disabled
participants, the table is set forv d five years.

The actuarial assumptions used in the June 30, 2021 valuation are largely based on an experience
study completed in July 2018, reflecting July 1, 2002 to June 30, 2017 experience. The Plan
Trustees intend to authorize periodic experience studies in the future.

The long-term expected rate of return of pension plan investments was determined using a
building-block method in which best-estimates ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
n o setclas These ranges are combined to produce the long-te € , 3cted rate of return by
weighting the expected future re: rates of return by the target allocation percentage and by adding
expected inflation (2.5%). The target allocation and best estimates of geometric real rates of return
for each major asset class are summarized in the following table:

11






The Cecil Cour y Pension Plan for Public Safety Employees
Notes to the Financial Statements for the Fiscal Year Ended June 30, 2021

6. Cash Depos*~ ~nd Investment Portfolio Disclosure

Investment policy information was discussed in Note 1. As of June 30, 2021, the Plan had the
following investments. Money market mutual funds are classified as cash and cash equivalents on
the Statement of Net Assets.

Money Market Mutual Fund $ 379,229
Investments at fair value 76,374,554
Total Investments $78 782 702

Below is a list of Investments the Plan was invested in as of June 30, 2021:

MFS Investment Management - Large Cap Growth $ 13,659,704
JP Morgan - Large Cap Value 13,701,304
Robeco - Mid Cap Value 3,469,075
Frontier Capital Management - Mid Cap Growth 3,293,371
Prudential Jennison - Small Cap Growth 3,556,261
Integrity Asset Management - Small Cap Value 4,668,739
Pictet Asset Management - International Blend 9,303,988
JP Morgan Emerging Markets -Equity Institutional 2,289,154
Prudential Core Bond Enhanced Index - Fixed Inc. Dom. 11,202,171
Prudential Core Plus Bond Fund - Fixed Inc. Dom. 11,230,787
Total Investments at fair value $ 76,374,554

The summary below identifies the fair market value level of the investments as of June 30, 2021

Quoted Prices in  Significant Other Significant
Active Markets for Observable Unobservable Balance
Identical Assets Inputs Inputs as of
(Level 1) _ "==l2) (Lewvel 3) June 30
Investments by Fair Valye Level:
Institutional Separate Accounts $ - $ 70,529,139 $ - $ 70,529,139
Equity Mutual Funds 5,847 4= - 5,845,415
Total Investments at Fair Value i B $ -

13



The Ce ion Plan for Public Safety Employees
Notes to the F ants for the Fiscal Year Ended June 30, 2021

Fai- **~~-t Value Levels: Equity Muti  funds listed on a national market or exchange are valued
at the last sales price, or, if there is no sale and the market is still considered active, at the mean of
the last bid and asked prices on such exchange. Such securities are classified within Level 1 of the
valuation hierarchy. Institutional Separate accounts classified in level 2 of the fair value hierarchy
are valued based on quoted prices for similar assets in active markets or identical assets in less
active markets, such as dealers 0 )ker markets.

iterest Rate Risk: The Plan’s formal investment policy does not limit investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

C centration of Credit Risk: The Plan’s investment policy applies the prudent person rule to its
investments. The Plan invests in institutional separate accounts, which are essentially mutual
funds. This sub-advised approach provides the Plan with access to some of the most respected
investment professionals in the industry. The investment policy establishes an asset allocation by
asset class where allowable ranges are identified by asset class. Rebalancing is performed on at
least a quarterly basis, as : riate, such that the allocation for each asset class shall not exceed
the bounds of the allowal ges. As of June 30, 2021, the Plan complied with the Plan’s
investment policy.

Credit Risk: No rating was available for the money market mutual fund. The Plan holds ten
institutional separate accounts, which were rated by Morning Star, of which one received a 5 star
rating, three received a 4 star rating, four received a 3 star rating and two of the accounts received
a 2 star rating, with 5 beingthe t  t and 1 being the worst.
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THE r~FECil COUNTY PFNSION PLAN
FOF C SAFETY  IPLOYI
SCHEDU SHAN  JIN THE COUNTY'S
NET PENSION LIABILITY AND RELATED RATIOS

(dollar amounts in thousands)

2021 2020 2019 2018 2017 2016 2015 Ut
Total Pension Liability

Service cost $2,261 $2,243 $2240 $ 2417 $ 2336 $ 2339 § 2284 § 2,198
Interest 4,820 4,495 4,248 3,881 3,770 3,553 3,327 2,922
Differences between expected and actual experience (865) 542 (323) 1,284 (1.268) (736) (1,215) -
Changes of assumptions - - (71) - (998) - 675 2,298
Benefit payments, including refunds of member contributions (2,587)  (2,700) (2 2,265) (2,242) (1,878) {(1.809) {1.456)
Net change in total pension liability 3,629 4,581 v 5,316 1,598 3,278 3.262 5,963
Total pensior 'i=hility - beginning 70,150 65,569 feont =575 Tt et 14 47 "7
Total pensior  Hility - ending (a) $73,778 §7n1R) §( | 91§ e wo1,ud9 $4L~o.
Plan fiduciary net position
Contributions - employer $ 1,787 $ 1615 $ 1898 $ 1677 $ 2103 § 2288 $ 2200 $ 2268
Contributions - member 1,033 997 974 955 958 925 910 878
Net investment income 18,985 (892) 2,106 4490 6,587 (1,304) 1,317 6,149
Benefit payments, including refunds of member contributions (2,587) (2,700) (2,416) (2.265) (2,242) (1,878) (1,809) (1.456)
Administrative expense (35) (46) (36) (55) (56) (67) a7 (33)
Other - - - - - - (4) -
Net change in plan fiduciary net position $19184 $(1026) $ 2527 $ 4802 $ 7350 $ (35 $ 2567 o W
Plan fiduciary net position - beginning 57,570 58,596 e 68 51,266 43917 43,952 41,385 33,580
Plan fiduciary net position - ending (b) § 33 $57.570 196 $56,068 $51,266 543,952 5
County's net pension liability (asset) - ending {a)-(b) $ (2,975) $12,580 $ 6973 $ 5823 $ 5308 $11,060 $ 7,747 $ 7,052
Plan fiduciary net position as a percentage of the
total pension liability 104.03% 82.07% 89.36% 90.59% 90.62% 79.88% 8502% 8544%
Covered employee payroll $13,738 $13635 $13494 $12526 $11869 $11,638 $11,506 $10,968
County's net pension liability as a percentage of
covered-empioyee payroll -21.65% 9226% 51.68% 4648% 44.72% 95.04% 67.33% 64.29%
Expected average remaining service years of all participants 5 5 5 6 6 6 6 6

Notes to schedule:

mation for fiscal year 2013 and earlier is not available
Beneftt Changes: None

Change of assumptions: None



THE CECIL COUNTY PENSION PLAN
FOR PUBLIC SAFETY EMPLOYEES

SCHEDULE OF COUNTY CONTRIBUTIONS

Actuarially determined contribution

FOR THE YEAR ENDED JUNE 30, 2021

(doltar amounts in thousands)

2021 2020 2019 2018

2017

2016

2015

2014

$ 1787 $ 1615 $ 1898 $ 1677

Contributions in relation to the actuariaily determined contribution 1,787 1,615 1,898 1,677

Contribution deficiency (excess)

Covered employee payroll

$ 2103 $§ 2171

2,103

2,288

2,200

$ 2200 § 2,268

2,268

$ - $ - 8 - 3 -

$ -

$

(117) $

$

$13738 $13,635 §13494 $ 12,526

Contributions as a percentage of covered employee payroll 13.01% 11.85% 14.07% 13.39%

Notes to schedule:

Valuation date:

$11,869 $11,638 $11,506 $10968

17.72%

19.66%

Actuarially determined contribution rates are calculated as of the beginning of the fiscal year (July 1) for the year immediately following the fiscal year.

Actuanal valuations are performed every year.

Methods and assumptions used to determine contribution rates:

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation

Salary increases

Investment rate of return
Retirement age

Mortality

Projected Unit Credit

Level Percentage of Payroll

Ranging from 3 to 17 years

5-year smoothed market

2.5%

Rates vary by participant service

7.0%, net of pension plan investment expense, including inflation
Rates vary by participant age and service

For healthy participants and beneficiaries, the RFP-2014 Combined
Healthy tables with the Blue Collar adjustment and generational projection
by Scale MP-2015.

For disabled participants, the table is set forward five years.

Other information: information for fiscal year 2013 and earlier is not available

19.12%

20.68%



T ~=~u _COUNTY PENSION PLAN

F -IC SAFETY EMPLOYEES
sC (¢] TMENT RETURNS
FC.. ...— .EAR ENDED JUNE 30, 2021
2021 2020 2018 2018 2017 2016 2015 2014
Annual money-weighted rate of return, net of investment expense 32.66% -1.39% 3.89% 8.79% 14.82% -2.93% 310% 17.88%

Notes to schedule:

This schedule is presr~*~1 to illustrate the requirement to show information for 10 years. However, until a full 10 year trend is complied, pension
plans should present mation for those years for which information is available.
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THE CECIL COUNTY PENSION PLAN
FOR PUBLIC SAFETY EMPLOYEES

OTt R SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2021

SCHEDULE OF ADMINISTRATIVE EXPENSES

Professional Fees $ 29,399
Insurance 5,300
Total Administrative Expenses $ 34,699

SCHEDULE OF INVESTMENT EXPENSES

Investment Managers $ 393,650
Investment Consultant 35,000
Total Investment Expenses $ 428,650

SCHEDULE OF PROFESSIONAL FEES PAID TO CONSULTANTS

Type of Service Consuitant

Administrator Prudential $ 3,265

Auditing SB & Company, LLC 4,479

Actuary Bolton Partners, Inc 21,130

Legal McGuireWoods, LLP -

Other MCMC , LLC 525
Total Paymer 0 Co 1 its $ 29,399
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