















































































































































































































































THE COUNTY COMMISSIONERS OF CHARLES COUNTY, MARYLAND
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014

Corrections & Communications

Years of Service

Age 0-19 20-24 25 26+
40 0.00% 12.23% 50.00% 20.00%
45 0.00% 10.33% 50.00% 20.00%
50 0.00% 7.23% 50.00% 20.00%
55 0.00% 2.74% 50.00% 20.00%
60 100% 100% 100% 100%

Sick Leave — Unused sick leave is assumed to increase 60 hours per year.

Termination — For Sworn Officers, participants terminating with 5 or more years of service are
eligible for a benefit. Participants reaching age 45 are assumed to receive accrued benefit upon
reaching age 60. All other participants are assumed to elect to receive a refund of their
contributions. For Communications and Correctional Officers, terminating with less than 20
years of service (normal retirement eligibility) are assumed to receive a refund of their
contributions.

Military Service — Actual service.

Loading — A 0.5% loading expense is added to the liabilities and normal cost for administrative
expenses and $95,000 is added to the normal cost for investment expenses.

Other Methods and Assumptions — Cost and assets are measured separately for each of the
three employee groups. If an employee transfers between groups, assets are also transferred.
The allocation between each group is intended to be an approximation of the cost and assets as
if each had a separate plan. However, there is only one plan and trust fund.

Transferred and purchased services are tracked for each employee. All known and confirmed
service is included in the current valuation. The value of remaining employee contributions to
purchase service is included in the actuarial value of assets.

Net Pension Liability — The components of the net pension liability of the Sheriff’s at June 30,
2014, were as follows (dollar amounts shown in thousands):

Total pension liability s 255,286
Plan fiduciary net position (192,319)
Sheriff's net pension liability s 62,967

Plan fiduciary net position as a percentage
of the total pension liability 75.33%
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Actuarial Assumptions. The total pension liability was determined by an actuarial valuation as of
July 1, 2013 rolled forward to June 30, 2014 using the following actuarial assumptions, applied
to all periods included in the measurement:

Inflation 3.0 percent

Salary increases 5.0 percent, including inflation

Investment rate of return 7.69 percent, net of pension plan investment expense,
including inflation

Mortality RP-2000 Blue Collar Mortality tables projected to the

year of the valuation by Scale AA. A five-year set
forward is used for post-disability mortality.

The above is a summary of key actuarial assumptions. Full descriptions of the actuarial
assumptions are available in the July 1, 2013 actuarial valuation report.

Sensitivity of the net pension liability to changes in the discount rate — dollar amounts shown in
thousands.

Current
1% decrease Discount Rate 1% increase
6.69% 7.69% 8.69%
Sheriff's net pension liability S 105,905 S 62,967 S 34,726
Annual money-weighted rate of return 16.9%
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we assume 1,500 hours of unused sick leave at assumed retirement. Any military services that is
provided to us is reflected in calculations.

Estimated Expenses — Annual expenses expected to be paid from plan assets are assumed to be
$50,000.

Survivor Benefits — It is assumed that husbands are 3 years older than wives. For non-public
safety participants, 90% of the male participants and 60% of female participants who are or will
become eligible for coverage under the survivor benefit will be survived by an eligible survivor.
For public safety participants, 100% of the participants who are or will become eligible for
coverage under the survivor benefit will be survived by an eligible survivor. 5% of deaths would
be in-line-of-duty and the remainder would be non-service related.

Disability — The 1952 Disability Study of the Society of Actuaries, Period 2, Benefit 5 rates were
used. For public safety participants, 5% of disabilities would be in-line-of-duty and the
remainder would be non-service related. It is assumed that 100% of line-of-duty disabilities are
total disabilities.

Net Pension Liability — The components of the net pension liability of the County at June 30,
2014, were as follows (dollar amounts in thousands):

Total pension liability S 166,621
Plan fiduciary net position (164,668)
County's net pension liability S 1,953

Plan fiduciary net position as a percentage

of the total pension liability 98.83%
Current
1% decrease Discount Rate 1% increase
6.75% 7.75% 8.75%
County's net pension liability S 19,804 S 1,953 s 24,130
Annual money-weighted rate of return 16%
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