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Elected Officials’ Retirement System

Mission Statement

The System is committed to protecting and prudently investing member assets and providing
accurate and timely retirement benefits with quality service to members and beneficiaries.

Standards of Conduct

As Trustees and Staff, we are committed to:

Safeguard the members' assets.

Strive for continuous improvement.
Maintain confidentiality as appropriate.
Effectively communicate accurate information.
Provide accountable and proactive leadership.
Conduct all business in a fair and respectful manner.
Foster an atmosphere of cooperation and teamwaork.

Value members as clients and advocate on their behalf.
Comply with the Sysiem's plan provisions, policies and guidelines.
Work efficiently, simplify procedures, and minimize bureaucratic hurdles.
Form alliances and partnerships to benefit the membership and the System.

We expect all who interact with us to adhere to these standards of conduct.

Approved by the Board of Truaivas February 21, 2002
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EMPLOYEES' RETIREMENT SYSTEM and
ELECTED OFFICIALS' RETIREMENT SYSTEM

ROSELYN H. SPENCER, Execuiive Director
7 E. Redwoaod Strect

[2th and 13th Floors

Baltimore, Marytand 21202

CITY OF BALTIMORE

STEPHANIE RAWLINGS-BLAKE, Mayor

December 31, 2013

The Board of Trustees and
Members of the Elected Officials’ Retirement Systam
Baltimore, Maryland

It is my pleasure to present the Comprehensive Annual Financial Report of the Elecled Officials’ Retirement
System of the City of Baltimore, Maryland (EOS, System, Plan), a component unit of the City of Baltimore,
Maryland (City) for the fiscal year ended June 30, 2013. The System's administration is responsible for the
accuracy of the data and the compieteness of the presentation, including all disclosures. We believe the
enclosed data is accurate in all material respects and is reported in 3 manner designed ta present fairly the
financial position and results of the EOS' aperations.

According to accounting principies generally accepted in the United States, management is required lo
provide a narrative Introduction, overview and analysis of the financial statements of the System in the form
of a Managemen! Discussion and Analysis (MD&A). This letter of transmittal is designed to complement the
MD&A and should be read in conjunction with it. The MD&A can be found immediately following the
Independent Auditor's Report in the Financial Section,

PROFILE OF THE PLAN

The EOS is a single employer defined benefit local government retirement plan. I was establishad on
December 5, 1983 by legislation to cover the Ballimore City Mayor, the Comptrolier, and the President
and members of the City Council. Al System-related administrative and benefit provisions are established
by City Ordinance, as contained in Article 22 of the Baltimore City Code, and may be amended only by
the Mayor and City Council. By law, the same Board of Trustees that administers the Employees'
Retirement System also administers the EQS. A summary of pian provisions can be found in the Actuanial
Section on pages 54-57. Membership size and type can be found in the Notes to Basic Financial
Stalemenls on page 24.

MAJOR INITIATIVES

The major initiative for the yaar was to continue our effort in developing and implementing Penslon-Pro, a
praprietary web-based Benefils Administration System (BAS) with Pension Technology Group (PTG).
Pension-Pro is a proprietary web-based BAS that is designed lo enhance EQS service delivery in a
secure and expedient manner. The main modules of Pension-Pro include maintenance, calculalors,
processes, pensian payroll, warkflaw, reports, tools, member's web portal and administration. Currently,
the design and development phase are complete. User testing and program acceptance is underway for
other features.

Another accomplishment is the relirement process, which is now fully automated to allow for one-step
processing; from calculating a member's eligible benefit to executing the benefit payment. Some clear
advantages are processing errors reduction, accurate recordkeeping of members' data and providing a
high level of efficiency.

The members' web porial will provide active members with access to view selected elements of their
records, obtain retirement benefit estimales, and view their annual members' statemant. Pensian-Pro is
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an important step in providing members with information that is up-to-date, unfiltered and available when
needed. Ultimately, we wil have a more robust and secure syslem to service the needs of the EQS.

The final phase will include developing a comprehensive disaster recovery and business continuity plan,
testing pension reform updates, and finalizing the members' annua| statements.

FINANCIAL AND ECONOMIC SUMMARY

EQS had a return of 13.0% on ils investments for the fiscal year ending June 30, 2013, exceeding the
policy benchmark of 11.9%, and outperforming the 7.25% acluarial assumed rate of return. Equities were
the major cantributor, with fixed income remaining flat with its benchmark, Barclay's Aggregate, at
(0.70%). Economic events in the domestic economy caused the stock market to grow in a resilient
fashion, resulting in strong returns in the stock market. Improvement in macroeconomics-driven events in
the United States (U.8.) and in major globzl economies also led to modest growth and low inflation in the
U.S. over the fiscal year, un-employment declined below 8%, housing was up, Inflation remained low, and
fiscal improvement in euro-zone ecanomies continues, due to Infusion of cash by the European Central
Bank.

In terms of headwinds, the markets experienced some volatility due to concems about the Federal
Government's Sequestration ($85 billion in across the board cuts which began in March 2013), report of
modest growth in Gross Domestic Product of 2.4% in May 2013, and concerns over the Federal Reserve
Bank's announcement of its third round of gquantitative easing (QE,) or tapering of its bond purchasing
pragram In June, Consequently, a strong start in the stock market at the beginning of the fiscal year was
weakened, towards the end. We anticipate that the U.5. economy will continue to grow al a moderate

pace, and sxpect that the Federal Reserve Bank will begin 1apering ils band buying program some time
so0n,

INVESTMENT SUMMARY

The ERS Board of Trustees (Board) is responsible for investment of the EQS funds and for establishing
reasonable investment objectives, developing investment palicy guidelines, selecting investment
managers and evaluating performance results to assure adherence to guidelines, and achievement of the
Systam’s cbjectives. The Board has a fiduclary duty to exarcise its investment autharity prudently and
solely in the interest of the System's parlicipants and beneficiaries. The Board also seeks to safeguard

the assets of the Systemn by implementing proper risk mitigation strategies, and by broadly diversifying the
assets.

The System invesiment objective is to eamn or exceed a 7.25% rate of return or to outperform the policy
benchmark. Assets in the EQOS are invested primarily in Indexed and commingled funds, with some that
are actively managed. During the fiscal year, the Board made no majer shift in the asset allocation, but

instead focused on closely monitoring performance, and rebalancing, as necessary, to rematn close to
the target allocation.

The 13.0% investment retum ranked the EQS in the 28" percentile of the public pension funds universa.
Total net assets grew by 11.1%, to $20.3 million, an increase of $2.0 million, for the fiscal year. Equities
were the major contributors lo investment gains, with fixed incorme lagging. Long-term, three and five year
annualized returns of 12.1% and 4.7% respectively, are impressive, and a good indication that most of
the loses from the 2008 market downturn has bean absorbed.

The Board utiizes exiernal portfolio managers in active and passive stralegles. The managers are
monitored and evaluated by the Board and its investment consultant, Marquette Associates, Inc.
{Marquette), who provides the Board with monthly and annuai evaluation reports. A summary of
Marguette's annual analysis and the target asset allocation is found in the investment section of this
report. Please refer to the MD&A for more investment and financial analysis,



ACTUARY AND FUNDING RESULTS

Accarding to recent actuarial valuation report, EOS is financially strong and sustainable for the long term. It
is 118.2% funded, up from 109.2% in the previous fiscal year. The funded ratia is a standard measure of
how well the System is funded. Other results of the actuarial valuation for fisca! year 2013 also reflact the
System's strength. The total recommended employer contribution decreased for the second consecutive
year from $306,606 for fiscal yesr 2014 to $84,986 for fiscal year 2015, due to gains in the actuarial liability
and slrang investmert performance. Normal cost as a percent of pay also declined by 3.94% to 32.24%.
Having no demographic change during the fiscal year was a major factor in the positive actuarial valuation
results. Due to the small size of the Plan, any change in demographics, as often occur in election years,
can have a material impact on the actuarial results. The Board is cognizant of itls duties and makes every
effort to maintain the System on an actuarially sound basis. This is verified in the "Schedule of Funding
Progress”, illustration on page 30 of this report.

ACCOUNTING SYSTEMS AND INTERNAL CONTROL

This report has been prepared in accordance with the principles of governmental accounting and
reparting promulgated by GASB. The accrual basis of accounting is used to record assels and liabilities,
and revenues and expenses. Revenues for the EOS are recorded when eamed regardless of the date of
collection, and expenses are recorded when liabilities are incurred regardiess of when payment is made,

The System's administration is responsible for sstablishing and maintzining adequate internal conltrols
regarding achievemnent of all operational, financial reporting and compliance objectives. Specifically, the
Systern's policies and procedures are designed to ensure that the assels are protected from loss, theft, or
misuse and that adequate accounting data are compied to allow for the preparation of financial
statements in conformity with accounting principles generally accepted 'n the United States. Documented
procedures of work duties are avallable for major job functions and Implemented thoughtfully and
consistently. The internal conlrol structure is designed to provide reasonable, but not absolute, assurance
that these aobjectives are met. Sufficient inlemal accounting controls exist to provide reasonable
assurance regarding the security of assets, and the fair prasentation of the financial statements and
supporting schedules.

INDEPENDENT AUDIT

The Baltimore City Code requires that the City's Baard of Estimates select an Independent auditor for the
Retirement System, and that the auditor report findings annually to the Board of Estimates and to the Board
of Trustees. The Board of Estimates elected to have the Depariment of Audits render an opinion as to the
faimess of the Systemn's financial statements. The independent auditor's opinion is contained in the
Financia: Seclion of this report.

PROFESSIONAL SERVICES

The Board appoints a custodial bank, consultants and investment managers, subject to approval by the
City's Board of Eslimates. These professionals are chosen based on their ability to provide services lhat are
essential to the effective and efficient operation of the System, Trustees are also required to manitor and
terminate investment managers as necessary for underparformance, or for other material reasons as
delermined hy the Board. All of the professionals that provide services to the Board are listed in the
Introductory and Investment Sections of this Report,

AWARBS

For the 27" consecutive year (fiscal years 1986-2012) EOS was awarded a Certificate of Achiavement for
Excellence in Financial Reporting from the Government Finance Officers’ Assoclation of the United States
and Canada (GFOAY} for its Comprehensive Annual Financial Report for the fiscal year ended June 30,
2012. A Certificate of Achievernent is a prestigious acknowledgement that is valid for one year and is
awarded to only those governmental units who meet or exceed the strict standards and criterta of the



association. We bealigve that this Comprehensive Annual Financial Report continues to meet the Certificate
of Achievernent Pragram requirements and will be submitting it to the GFOA to determine its eligibility for
ancther certificate.

ACKNOWLEDGEMENTS

This CAFR is inlended to provide complete and reliable information as a basis for making management
decisions, as a means of determining compliance with legal provisions, and determining responsible
stewardship for the assels contributed by the members and the City of Baltimare. Its preparation was a
combined effort of the System’s accounting and administrative staff. They and all others who contributed to
preparing of this report are to be commended for their excellent work.

Finally, | would like to thank the Board of Trustees, for their steadfast suppert and confidence in supporting
our efforts, the staff, our investment consultant Marquette Asscciates, Inc. and our actuary, Cheiron, {nc.;
who pariner with us in the administralion of the E0S.

Sincerely yours,

Hocg oY Mson

Roselyn H. Spencer
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EMPLOYEES' RETIREMENT SYSTEM and
ELECTED OFFICIALS’ RETIREMENT SYSTEM

ROSELYN H. SPENCER, Executive Director
7 E. Redwood Street

12th and 13th Floors

Raltimore, Maryland 21202

CITY OF BALTIMORE

STEPHANIE RAWLINGS-BLAKE, Mayor

December 31, 2013

To: All Members, Relirees, and Beneficiaries of the
City of Baitimore Elected Officials’ Retirement System (EOS)

| am pleased to report that EOQS's investments had a very good fiscal year, with an impressive
absolute return of 13.0%, ranking high amang our Public Funds peers. The success of this year's rale of
return over last year's 1.3% is due to the conscientious efforls of my fellow board members, the
Retirement System's staff, and our Investment consultant. During a year of confinued market volatility,
we held on to a broadly diversified asset allocation that was monitored and strategically rebalanced to
stay closely to target aliocation Our efforis paid off, with the fund well positioned to capture the gains
from the rising siock market. The System's funding ratio remains strong at 118.2%.

Last year, | shared with you that we were 'nstalling a new Benefit Administralion System (BAS)
to replace the City's 35-year old system for keeping members' records and data. The BAS Is a secured
web-based cloud application, and we expect it to improve member communications and EQOS's
operations substantially. With our staff and BAS's consultants working hand in hand, designing,
programming, and testing, | am pleased to report that the project is nearly completed. From what | have
saen 50 far, the new system is quite impressive. The new BAS is projected to be avaiiable for use by
staff and active EQOS members during the 2014 calendar year.

As you know, ECS relirees and beneficiaries are entitied to a post retirement benefit increase
whenever the active EOS members receive a ra'se. As a result, eligible retirees and beneficiaries will
receive a post retirement benefit increase starting in January 2014.

The compaosition of the Board also changed during the year. We welcomed three new Trustees:
Thomas Corey, a Chief Solicitor with the Baitimare City Law Department; Jerome Sanders, the Founder
& President of LI Pawer, LLC; and Doris Brightful, Retired Community Health Nurse. Thomas was
elected as the Active Member Trustee Representative to complete Brenda Ciayburn's term, and to serve
for the next four-year term. Jerome and Donis are appointed by the Mayor. Sadly, Brenda Clayburn

passed away during the year. She made invaiuabie contributions during her time on the Board and she
will be greatly missed

For their contributions, and commitment | wouid like to thank my fellow trustees for their
judicious service an the Board Also, on behalf of the Board of Trustees, | would like to acknowledge and

express my gratitude to the EOS Executive Director, Roselyn Spencer, for her ardent leadership and her
staff for their exemnplary service.

Sinceraly,

Rt foh

Joan M. Pratt, CPA
Chair, Board of Trustees

11
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Elected Officials' Retirement Syslem
City of Baltimere, Maryland
BOARD OF TRUSTEES

Joan M. Pratt, CPA
Chalr
Ex-officio
Comptroller of the City of Baitimore, Maryand

Debarah F. Maore-Carter
Vice Chair
Term explres December 31, 2015
Mrs. Moore-Carter is the Labor Commissioner far the City of Baftimora.
She was elected by the active membership to serve a four-year term.

Dorls Y. Brightful
Term expires December 31, 2015
Ms. Brightful is a ratired Community Health Nurse 1i from the Health Department.
She was appointed by the Mayor.

Dorothy L. Bryant
Term expires December 31, 2015
Ms. Bryant is a Phlebotomist with the City of Baltimore Health Dspartment.
She was elected by the active membership to serve a four-year term.

Thomas B. Corey
Term explres December 31, 2017
Mr. Corey s Chief of the
City of Baitimore's Minority and Women's Business Opportunity Office.
He replaced Brenda Claybumn who died January 2013.
He was elected by the active membership to serve tha remainder of the term
expiring December 31, 2013, and a consecutive four year term
expiring Decamber 31, 2017.

Ernest J. Glinka
Term expires December 31, 2015
Mr. Glinka is a Retired Administrator for the City of Ballimore Retirement Systems.
He was elected by the retired membership lo serve a four-yaar term.

Jerome Sanders
Term expires December 31, 2015
Mr. Sanders is President of LV Power, LLC
He was appointed by the Mayor

Both appointed and elecled truslees serve four-year terms. Appainted trustees continue to serve until
replaced by the Mayor, or until the expiration of two consecutive fuli terms. There are no limitations on the
number of lerms an elected trustee may serve.
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Elected Officials’ Retiremenl System
City of Baltimore, Maryland
LEGAL COUNSEL, GENERAL COUNSEL, ACTUARY, AND INDEPENDENT AUDITOR

LEGAL COUNSEL
City of Ballimore
Law Department
George Nilson, Esq
GENERAL COUNSEL
City of Baitimore
Elecled Officials’ Retirement System
lan Berger
ACTUARY
Cheiron, Inc.
Kenneth Kent, E.S.A,
McLean, Virginia
INDEPENDENT AUDITOR
City of Baltimore

Department of Audits
Rabert L. McCarly, Jr., CPA

See page 44 in the Investment Section for a list of investment professionals.
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DEPARTMENT OF AUDITS

ROBERT L. McCARTY, JR., CPA
City Auditor

HI0 N. Hollidey Street

Room 321, City 1fall

Baltimore, Maryland 21202

Telephone: 410-396.3783

Telefax: 410.545-3961

CITY OF BALTIMORE

STEPHANIE RAWLINGS-BLAKE, Mayer

December 31, 2013
Honorable Joan M. Pratt, Comptroller
And Other Members of the
Board of Estimates of the
City of Baltimore
Board of Trusteas of the
Elected Officials’ Retirement System

INDEPENDENT AUDITOR'S REPORT

Report on the Finaocial Statements

We have audited the accompanying financial statements of the Elected Officials’ Retirement System of the City of
Baltimore, Maryland, a component unit of the City of Baltimore, which comprise the statement of plan nct position
as of June 30, 2013, and the releted statement of changes in plan net position for the year then ended, and the related
notes to the financial statements, which collectively comprise the Elected Officials’ basic financial statements, as
listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United Stetes; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or erfor.

Auditor's Responsibility

Our responsibility is to cxpress an opinion on these financizal statements based on our audit. We conducted our audit
in accordance with auditing standards penerally accepted in the United States and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the Umited
States. Those standards require that we plan and perform the sudit to obrain reasonable assurance sbout whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the Elected Officials’ Retirement System's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Elected Officials' Retirement System's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estirnates made by management, as well
ag evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have oblained is sufficient and appropriate to provide a basis for our audit
opinion

Opinion

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the respective
statement of plan net position of the Elected Officials® Retirement System as of Jupe 30, 2013, and the respective
changes in plan net position for the year then ended, in accordance with accounting principles generally accepled in
the United States.

6
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Other Matters

Required Supplemeniary Information

Accounting prisciples geperslly accepted in the United States require that the Management’s Discussion and
Analynuis, on pages 18 te 21, and the Required Supplementary Information and Supporting Schedules, on pages 29 to
33, be presented to supplemeat the basic finencial statements. Such information, although not a part of the basic
financial statements, i3 required by the Governmental Accounting Standards Board who considers it to be an
esgential part of financial reporting for placing the basic financial statements in an appropriate operational,
ecooomic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with suditing standards generally accepted in the United States, which consisted of
inguiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses (o our inquiries, the basic financial statements, and other knowledpe 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 sufficient evidence to express an opinion
or provide any assurance.

Other Information

Our sudit was conducted for the purpose of forming ao opinion on the financial statcments that collectively
comprise the Elected Officigls’ Retirement System's basic {inancial statements. The schedules of administrative
expenses, investment expenses and payments {0 consulians, ag listed in the table of contents, ere presented for
purposes of additional analysis and are not a required part of the finencial staterments.

The schedules of administrative cxpenses, investment expenses and payments to consultants are the responsibility of
management and were derived ffom and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected 1o the auditing procedures applied in
the audit of the basic financial statemenis 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. In our opirion, the schedules of administrative expenses,
investment cxpenses and payments to consuliants are fairly stated, in all material respects, in relation to the basic
financial statements as a whole,

The introductory, investment, actuarial and statistical sections, as listed in the table of contents, have not becn
subjected to the auditing procedures applied in the sudit of the basic financial statements, and, accordingly, we do
not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we bave also issued our report, dated December 31, 2013, on
our consideration of the Elected Officials’ Retirement System's intemnal control over financial reporting and on our
tests of its compliance with certain provisions of lews, regulations, cootmacts, and grant agresments and olher
matters. The purpose of that report is (o describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Elected Officials’ Retirement System's internal control over financial
reporting and compliance.

;?Z'/ﬂ/%’h{/

Robert L. McCarty, Jr., CPA
City Auditor



E'ected Officials’ Retirement System
City of Baltimore, Maryland
MANAGEMENT'S DISCUSSION AND ANALYSIS

We are pleased lo provide this overview and analysis of the financial activities of the Elactad Officials’
Retirement System (EQS) for the fiscal year ended June 30, 2013. EOS is the administrator of a single
employer defined benefit local governmenl retirement plan (the Plan). Readers are encouraged to
consider lhe informalion presented here in conjunclion with additional informalion furnished in the
Transmittal Letter, which begins on page 7 of this report.

Financlal Highlights

=

The net assets of the Plan at the close of the fiscal year 2013 are $20,348,583. All of the nel assets
are available to meet the Plan's cngoing obligations to plan participants and their beneficlaries.

The rate of return for the fiscal year ended June 30, 2013 was 13.0%, compared o the fiscal year
ended June 30, 2012 return of 1.3%, this was due to the Investment performance of the Plan's
domestic and intemational equity assels.

The Plan’s total net assets held in trust for pension benefits increased by $2.038,472 or 11.1%, as a
result of positive 'nvestrnent performance and employer conlributions.

The Plan's funding objeclive is o meet long-term benefit obligations through coniributions and
investment income. As of June 30, 2013, the date of our last actuarial valuation, the funded ratio for
the Plan was 118.2%. In general, this indicates thal the ECS has sufficient funds to cover every dollar
of benefits due.

Revenues (Additions to Plan Net Assets) for the year were $2,841,946, an increase of $1,575,921
from the priar year. Revenues include member contributions of $61,033 and a net investment gain of
$2,361,454.

Expenses (Deduclions from Plan Net Assets) decreased to $803,474 from the prior year expenses of
$826,940. Expenses include ratirement benefit expenses, investmert managemenl fees and
operaling expenses of the system.

Overview of Financial Statements

The following discussion and analysis are intended lo serve as an introduction to the EOS financial
statements and the Financial Section of this report.

The Statement of Pian Net Poslition provides a snapshot of the financial pasition of the EOS at June
30, 2013, the end of the Plan's financial year. It indicales the total assets and total fiabilles at June
30, 2013, and the net assels available for future payment of retirement benefits and operating
expendituras.

The Statement of Changes in Plan Net Posltion, on the other hand, summarizes the EQS' financial
aclivities that occurred during the Plan's financial year from July 1, 2012 through June 30, 2043,

The Notes to Basic Financlal Statements provide additional information that is essential to a full
understanding of the data provided in the financial statemenis. The notes ara an integral part of the
financial statements and include detailed information not readily evident in the basic financial
statements,

The statements and the notes are in conformity with the accounting principles generally accepted in
the United States. These principles require certain financial statement presentations and disciosures
including the use of the full accrual basis of accounting to record assels and liabilities, and revenues
and expenses.

18



Elected Officials' Retirement System
City of Baltimore, Maryland
MANAGEMENT'S DISCUSSION AND AMALYSIS

The Statement of Plan Net Paosition presents the Plan's assets and liabilities, as well as, the net
assels available for future retirement benefits and operating expenses at June 30, 2013. The assels
comprise recelvables, mainly from member contributions, and investments at fair value. Invesiments
are valued at the last reported purchase or sale price. Purchases and sales of investments are
recorded on a rade date basis. The payables comprise relirement benefits, invesiment management
fees, and administrative expenses.

The Statement of Change in Plan Net Pasilion presenis informalion showing how the Plan's net
assets changed during the year. Member contributions are recognized in the period in which the
contnbutions are due. Employer contributions are recognized when a formal commitment has been
made by the City of Baltimore to provide the contributions. Benefits and refunds are recagnized when
due and payable in accordance with the terms of the Plan. All investment gains and losses are shown
at trade date. Both realized and unrealized gains and losses are shown on the investments.

The Statement of Plan Net Posltion and the Statement of Change in Net Position can be found on
pages 22 and 23 of this report.

The Required Supplementary Information tha! follows immediately after the notes to the basic
financial slatements provide two schedules showing ten-year histarical trend information concerning
the funded status of the Plan and contributions made to the Plan by the empioyer. See the Required
Supplementary Information beginning an page 29 of this report.

The remaining supplemental schedules provide additional detailed information conceming investment
expenses and paymenis lo consultants. All of this information is considered useful in understanding
and evaluating the financial activities of the Plan.

Financial Analysis
Net assets may serve aver time as a useful indicator of the Plan's finangial position. Al June 20,
2013, assets exceeded liabilities by $20,34B,583. All of the net assets are available to meet the Pian's
ongoing obligation to Plan participants and their beneficiaries. As of June 30, 2013, tolal net assets
increased by 11.1% compared to the prior year, due to investment perfformance.

Plan Nel Position Fiscal Year Fiscal Year Increase / Percentage
2013 2012 (Decrease) Change
Investments at Fair Value $20,265,105 $18,230,922 $2,034,183 11.2%
Cther Assels 96,283 84877 11,406 13.4%
Total Assets 20,361,388 18,315,795 2,045,589 11.2%
Total Liabililies 12,805 5,688 7,118 125.1%
Total Net Assets 520,348,583 $18,310,111 $2,038,473 1.1%
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Elected Officials’ Retirement System
City of Baitimare, Maryland
MANAGEMENT'S DISCUSSION AND ANALYSIS

Investment Assets

£0S is a long-term invester and manages the Plan's assets with long-term objectives in mind. A
arimary element of the Plan’s investment philosophy Is o employ a diversification of assets as the
best possible way ta achieve its goals. The assets of the Plan are currently managed by an
investment manager, who employs active and passive management strategies to take advantage of
imbalances in the markets. The target asset allocation consists of 44% invested in the domestic equity
index, 21% in the international equity index, and 35% in the fixed incame index.

The Plan's investment performance for fiacal year 2013 was 13.0%, outperformed its policy
benchmark by 1.1%. The domeslic equily index return 22.7% outperformed its benchmark 21.5% by
1.2% for the fiscal year ending June 30, 2013. The international equity index return was 15.8% and it
outperformed its benchmark MSCI All County ex US index by 1.7%. The rate of return of (0.7)% for
domestic fixed income index of the Plan was in-line with its benchmark, the Barclay's Capital
Aggregate Index.

Investments in this report are stated at fair value rather than at cost and include the recognition of
unrealized gains and losses in the current pariod. The System's expasure to small-cap equity within
the U.S. equity portfolio added to returns. Exposure ta small-cap stocks within the intemational equity
partfolio also contributed positively to resulls. The annualized rate of return for the three and five year

penods ending June 30, 2013 were 12.1% and 4.7%, respectively. The Plan's long-term actuarial
investment return assumption is 7.25%.

PLAN NET ASSETS
§ Million
525 |
5203
520 5179 $18.3
8142
515 o
st0 |
$5
w ——— ——— - —
FY2009 FY2010 FY2011 FY2012 FY2013

The Investment Section beginning on page 35 gives detailed Information on the Pian's investment
policies. See page 42 of this report for charts showing the asset allocation targets established by the
Board of Trustees and the actual asse! allocation of Plan assets at June 30, 2013,
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Elected Officials' Retirement System
City of Baltimore, Maryland
MANAGEMENT'S DISCUSSION AND ANALYSIS

Liabilities

The current liabilities are payables due to retirement benefit expenses, investment management fees
and operating expenses of the EOS office. The Plan is administered by the same stalf that
administers the Employees' Retirement System.

Changes in Plan Net Position Fiscal Year Fiscal Year

Increase !
2013 2012 {Decreasc)
Additlans
Emglayer Contribution $419,459 $967.685 ($578,226)
Members Contnbutions 61,033 63,24 (2,201)
Net Investment Income 2,361,454 205,106 2,156,348
Total Additions $2,841,845 $1.266,025 $1,575.921
Deductions
Retirement Allowances $763,865 $§775.678 ($11,813)
i Adminisirative Expenses 39,609 28,242 11,367
Refund of Contributions 23,020 {23,020) .
Total Deductions $803,474 $826,940 (523.466) |
Total Net Assats $2,038.472 $439,085 $1,599,387

b e e | : : e

Contributions and Investment Income

The employer's contribution to the plan in fiscat year 2013 is based on the actuarial valuation report
for the year ended June 30, 2012. The negalive returns from prior years required an employer's
contribution this year in the amount of $418,459. Net investment income Increased due to investment
performance in equities. Investment expenses were $22 948 and $20,217 for fiscal years 2013 and

2012, respectively. The net Increase of the plan is contributed to the pasitive investment performance
and employer contribution.

Retirement Benefits and Administrative Expenses

The Plan was created to provide lifetime service retirament benefits, survivor benefits and permanent
disability benefils to eligible members and their beneficiarles. The cost of such programs includes

recurring benefit payments, lump sum death benefits, payments to terminated members, and the cost
of administering the Plan

The primary source of expense during fiscal year 2013 was for the payment of continuing retirement
benefils totaling $763,865, which decreased from $775,678 for fiscal year 2012,

Regquests for Information

This financial report is designed to provide a general overview of the Plan's finances and ta account
for the money it receives to the Board of Trustees, the Mayor and City Council, the Plan's membership
and the City's taxpayers. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed lo: The Executive Director,
Employees' Retirement System, 7 E. Redwood Street, 12" Flaor, Baltimore, Maryland 21202.
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Elected Officials' Retirement System
City of Baltimore, Maryland
STATEMENT OF PLAN NET POSITION
June 30, 2013

Assets
Cash and Cash Equivalents

Receivables
Other
Total Receivables

Investments, at Fair Value
Domestic equity
Fixed income
Intemational equity
Total Invesiments

Total Assets

Liabilities
Administrative Expenses Payable

Investment Management Fees Payable

Other

Total Liabilities

Net Assets Held in Trust for Pension Benefits

$ 5.013

9,559,327
6,389,192

4,316,586

6,538
5,325
942

The nates to the basic financial statements are an integral part of this statement,
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Elected Officials’ Relirement System
City of Baltimore, Maryland

STATEMENT OF CHANGES IN PLAN NET POSITION

For the Year Endad June 30, 2013

Additions
Contrbulions
Employer
Plan Members

Investment Income
Net appreciation in fair value of investments
Interest and dividends
Less: invastment expenses
Net investmanlt income
Total additions
Deductlons
Retirement allowances

Administrative expenses

Total deductions

Net Increase

Net assets held in trust for penslon benefits
July 1, 2012

June 30, 2013

§ 419,459
61,033

2,384,186
216

(22,948)

763,865
38,609

The notes to the basic financial statements are an integral part of this statement.
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Elected Officials’ Retiremeant System
City of Baltimore, Maryland
NOTES TO BASIC FINANCIAL STATEMENTS

g

Plan Descriptlon:

The Elected Officials' Relirement System of the City of Baltimore (EQS) is the adminisirator of a single
employer defined benefit local government retirement plan {the Plan). Established December 5, 1983,
the plan covers the Mayor, the Comptroller, and the President and all members of the City Council.
Based on criteria established by the Govemmental Accounting Standards Board, the EOS is a
component unit of the City of Balimore and is included In the City's financial report as a Public
Employee's Retirament System (PERS).

At June 30, 2013, the EOS membership consisted of:

Retirees and beneficiaries currently receiving benefils 21

Active plan marmbers 17

Terminated vested member _2
Total 40

The Plan provides retirement benefits as well as dealh and disability benefits in accordance with Article
22 of the Baltimore City Code and may be amended by the Mayor and City Councll of Baltimore.
However, the reduction of benefits is precluded by the City Code. Membership in the Plan is mandatory
upon taking the oath of office, unless the elected ofiicial is already @ member of the Employses’
Retirement System of the Cily of Baitimore.

Post-retirement benefil increases are indexed to future increases in the compensation for the position
held by the elected official prior to retirement.

Summary of Signlficant Accounting Palicies:

Basis of Presentation:

The accounting and financial reporting policies of the EOS included in this report conform to the
accounting principles generally accepted in the United States and reporting standards as promulgatad by
the Governmental Accounting Standards Board, which designates accounting and financial reporing
standards applicable to PERS. This report indludes solely the accounts of the EQS, a component unit of

the City of Baltimaore. There are no component units of the EQS based on the nature of operational or
finangial relationships.

Basis of Accounting:

These financial stataments have been preparad on the accrual basis of accounting, whereby revenues
are recarded when they are eamed, expenses are recorded when liabilities are incurred, and Investment
purchases and sales are recorded as of their trade date. Member contributions are recognized in the
periad in which the contributions are due. Employer contributions are recognized when due and the
employer has made a formal commitment lo provide the coniributions. Benefits and refunds are
recognized when due and payable in accordance with the terms of the Plan.

Methed Used to Value Investments:

Investments are reported at fair vale. Securities traded on national exchanges are valued at the last
reported sales price,

Contributions:

Plan members are required to contribute 5% of their regular compensaticn through payrofl deduction,
The City's annual employer contribution is determined through an actuanial valuation. According to the
Plan provisions, Article 22 of the Baltimore City Code, contritution requirements of the Plan members
and the City are established and rmay be amended by the Mayar and City Councii. Administralive costs
of the Plan are paid from Investment eamings.
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Elected Officials’ Retirement System
City of Baltimore, Maryland
NOTES TO BASIC FINANCIAL STATEMENTS

4. Cash and Investments:
The Plan's cash daposits are entirely covered by federal depository insurance at all times.

The Board of Trustees (the Board) is authorized by the Baltimore City Code to make invesiments in
accordance with the guidelines and limitations set forth in the Code. The Board accomplishes the daily
management of the Plan’s Investments through an extemal investment advisor who acts as a fiduciary
for the Plan and through external investment managers. The Board invests the assets of the Plan using
the "prudent person standard” which allows the Board lo consider the probable safety of invesiments,
avoid speculabve investments, and invest as people of prudence, discretion, and intelfigence would in a
similar situation. The Board has adopled an investment policy and guidelinas to formally document its
investment objeclives and responsibililies.

The investments of the Plan at June 30, 2013 are calegorlzed, as indicated in the following schedule:

Investments Type Fair Value
Domestic equity index funds $9,569,327
Fixed income index funds 6,389,192
International equity 'ndex funds 4,316,588
Cash and cash equivalents 90,270

Tolal Invastments 20,355,375
Less: Cash and cash equivalents 90,270
Net total investments - §20,265,105

Investments of the Plan are made by outside inveslment managers and are held under a custodial
agreament with BNY Mellon Financial Corporation,

Foreign Currency Exposure Risk

At June 30, 2013, EOS did not hold any foreign currency or hedging foreign investment positions. EOS does
not have a farmal policy to limit foreign cumency.

Interast Rale Risk
Interest rate risk is the risk that changes in interest rates of debt invaestments will adversely affect the fair

value of investments. The Pian has selected the duration method to disclose the exposure lo changes in
interast rates. The Plan does not have a formal policy to limit interest rate risk.

Investment Type Fair Value Duration
{in years)
Debt Securities:
Fixed incame Index funds $6,389,192 3.88
Cash and cash equivalents 80,270 0.00
Total Debt Securities $6.479.462
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Elected Officials’ Retirement System
City of Baltimore, Maryland
NOTES TO BASIC FINANCIAL STATEMENTS

Credit Risk by Quality

The Plan's investmeants are not rated for credit risk. The Plan does not have a farmal policy to limit credit
risk.

Concentration of Credit Risk

Cancentration of credit risk is the risk of loss attributed to the magnitude of a govemment's investment in a
single issuer. As of June 30, 2013, the EOS has no single issuer that exceeds 5% of total investments,
Investments issued or explicilly guaranteed by the U.S. government and investments in mutuai funds,
external investment pools, and other pooled invesiments are excluded.

5. Derlvatives Instruments

A derivative is a unique and often complex financial arrangement entered into with another party, typically
a private-sector financial firm. The vaiue or cash flows of a derivative are determined by how the market
prices of the hedged item change. Al June 30, 2013 the Elected Officials’ Retirement System did not hold
derivallves with hedging investment positians.

6. Funding Pollcy

Funding of the System is accomplished through member and employer contributions, and the investment
earnings. The System uses the entry age normal funding method. The required schedule of funding progress
presents multi-year trend information about whether the actuarial value of plan assels is incraasing or
decreasing over lime relative 1o the actuarial accrued liability for benefits. A ten year schedule of the funding
progress is on page 30 of this report.

Funding Progress Schedule

Unfunded UAAL
Actuarial Actuarial Accrued {Excass of ) (Excess of)as a
Actuarial Vaiue of Liakility (AAL) AAL Funded  Covered Percentage of
Valuation Assels Projectad Unit Cost {UAAL) Ratlo Payroll Covered Payroll
Date fa) (b} {b-a) {afy) (e} {{b-a} c)
08/30113 £19,136,283 $16,185,092 $(2,951,191) 118.2%  $1,236,273 (238.7%)

The Plan’s obligations o ts members are based on the acluarial valuation of the assets and liabilities of the
Plan. The market value ratio indicates the Plan's ability to pay its obligations in a snapshot in time, such as,
June 30, 2013. N does not take into account the increase and decrease of the Plan's assets and liabilities
over a multitude of years.

Market Value Ralio
Unfunded Market
Market Actuarial Accrued (Excess of ) (Excess of)as a
Actuarial Value of Uiability (AAL) ( AAL) Market Covered Percentaga of
Valuation Assals Projected Unit Cost Market Ratio Payroll Coverad Payrall
Date {a) o {b-a} (arb) {c) {(b-atic)
06/30M13 $20,348,583 $16,185,092 5(4,163,491) 125.7%  $1,236,273 (336.8%)
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Elecled Officials’ Retirsment System
City of Baltimore, Maryfand
NOTES TO BASIC FINANCIAL STATEMENTS

The amorization method and the actuarial assumptions presented below are determined as part of ths
actuarial valuation dated June 30, 2013. The System's Board of Trustees approved the assumplions but
some of the changes regarding interest rates defined by the City of Baltimore Coda will require changes to
the law. The information presented below is in the required supplementary schedules of this report on page

32.

Actuanal cost methed:

Amortization period:

Asset valuation method:

Actuarial assumptions:
Investment rate of return:
Projected salary increases

Cost-of-living adjustments

27

Eniry age normal method,
effective June 30, 2013.

Level dollar over 16-year period that is
decreased each year. As of June 30,
2013 the unfunded liability is amortized
over 14 years.

Market value adjusted for investment
surpluses and deficits relative to
investment assumptlons, are recognized
over 5 years, but limited to 10% of the
market value of assets,

7.25%

5.0% compounded annually.

5.0% compounded annually.
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Elected Officials' Retirement System

City of Baltimore, Maryland

Required Supplementary Information
SCHEDULE OF EMPLOYER CONTRIBUTIONS

Annual
Fiscal Year Required Percentage
Ended June 30 Contributions Contributed
2004 $407,882 100 %
2005 575,760 100
2006 516,665 100
2007 381,524 100
2008 143,521 100
2009 N/A
2010 339,830 100
2011 957,220 100
2012 897 685 100
2013 419,459 100

See notes to required supplementary information.
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Elected Officials’ Retirement System
City of Baltimore, Maryland
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

1. The information presented in the required supplementary schedules was delermined as part of the
actuarial valuation daled June 30, 2013. Additional information as of the latest actuarial valuation
follows:

Actuarial cost method: Entry age normal methed,
effective June 30, 2013.

Amartization period: Level dollar over 16-year period that is
decreased each year. As of June 30,
2013 the unfunded liability is amortized
over 14 years.

Asset valuation method: Market value adjusted for investment
surpluses and deficits relative to
investment assumptions, are recognized
aver § years, but limited to 10% of the
market value of assets.

Actuarial assumptions:

Investment rate of retum 7.25%
Projected salary increases 5.0% compounded annually.
Cost-of-living adjusiments 5.0% compounded annually.

2. As of juna 30, 2008, the actuanal liability is less than the actuarial asset value as a result of deferred

investment losses. The plan's funding position went from surplus of $3,335,067 as of June 30, 2007
to a surplus of §1,319,315 as of June 30, 2008. The actuarial liabllity Increased significantly as

payroll growth and retiree cost of living adjustments that track payroll growth were greater than the
6% assumption.

3. The June 30, 2009 actuarial value of assets is less than the actuarial accruad liability due to payroil
increase and cosl of living adjustments for retirees and beneficiaries. Amortization of the unfunded
actuariat liability causes employer contributions ta increase from $0 to $339,830 which represents
81% of the covered payroll. The employer contribution for the June 30, 2009 actuarial valuation is
made payable on July 1, 2040.

4. The employer’s contributions increased from $339,830 to $957,220 for the fiscal year ending June
30, 2010 primarily due to demographic experience. The contributions are payable July 1, 2011.

5 The June 30, 2011 actuarial assumptions changes are based on the results experience study
covering the period July 1, 2006 through June 30, 2010. The System's Board of Trustees approved
the assumptions bu! legislation is pending adoption by the Mayor and City Council of Baitimore
City. The employer contributions decreased from $957,220 1o $419,459, payable July 1, 2012,

6. The June 30, 2012 funding position improved fram a surplus of $899,798 as of June 30, 2011 to a
surplus of $1,551,750 as of June 30, 2012.The employer's contributicn decreased from $419,459 1o
$306,606 primarily due to gains in actuarial liability resuiting fram demographic expertence ard lower
than expected salary increases.

7 The recommended total employer's contribution decreased from $306,606 for fiscal year 2014 to
$84,986 for fiscal year 2015 primarily due to gains In actuarial liability resulting from demographic
experience, 2ero salary increases and better than expecied investment performance. The funded
ratio of actuarial assets value to actuarial liability increased from 108,2% to 118.2% as of June 30,
2013, the surplus assets are used to offset the normal cost of baenefits earned during the year.
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Elected Officials' Retirament System

City of Baltimore, Maryland

SCHEDULE OF ADMINISTRATIVE EXPENSES
SCHEDULE OF INVESTMENT EXPENSES
SCHEDULE OF PAYNENTS TO CONSULTANTS
For the Year Ended June 30, 2013

Schedule of Administrative Expenses

Administrative expenses Feas
Acluarial fees $30,960
Audit fees 4,200
Dues and membership fees 740
Other professional services 3,598
Retirement payroll processing 111
Total administrative expanses $39,609

Schedules of Investment Expenses

Investment expenses Fees
Investment management fees $20,761
Custodial fees 1,187
Investment advisor fees 1,000

Total iInvestment axpenses $22,348

Scheduls of Payments to Consultants

Firm Nature of Service Fees

Cheiron Actuarial Services $30,960
Baltimore City Department of Audits Financial Audit 4,200
Total payments to consultants $35,160

Note: A schedule of fees and commissions is also illustrated in the Investment Seclion on page 43.
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IV MarquetteAssociates

INVESTMENT CONSULTANT'S REPORT

Introduction

This repart, prepared for the City of Balfimore Elecled Officials' Refirement System (EOS) by Marquelts Assagiales, Inc, Is based on
information supplied by the System's custodian, Meflon Bank, N.A {Mellon). Melion provides Marquetie Associates, Inc. with beginning and
ending market values, cash flows, ransactions, and posifions for the EQS as well as sach manager, where applicable. Mellon audits the
information contained in its accounting reporis monthly. The rates of retum are calculated using a time-weighted rale of return methodology
based upon market valuas, The relums are reporled on both net of fees and gross cf fees to provide comparisions with the appropriata
benchmarks, Investment information is reported to the grealest degree possible 'n conformance with the presentation standards of Globat
Performance |nvestmeni Standards (GIPS) formerly known as AIMR.

Distinction of Responsibilities

In recognition of the importance of prudent investment of System assets to both the City and the System's members, the Board, as
primary fiduciary of the Systam, shall perodicaly review he asset managemenl and actuarial characlaristics of the System to ensure
that investments are managed in a manner that is consistent with the relirement objectives of the Syslem's members. These
responsibllities are delailed in the Investmenl Guidelines.

The primary Investment chiectives of the System are to preserve the capital value of the System azsets adjusted for infiation, lo ensure
adequate figuidity to meel benefit liablities as they fall due, lo meat the acluarial inlerest rate assumptions, and without unduly
[eopardizing the above objectives, lo excead the lnvesiment refurn objective by the aslule management of System assals.

The investment managers appointed to execute the policy will invesl EOS assats in accordance with the policy guidalines and with their
Judgment concerning relative Investment values. In paricular, the investment managers sre accorded full discrelion fo: (1) select
individua! secunties, {2) make periodic strategic adjustments fo the mix of the common stock and fixed income securities, where
applicable, and (3) diversify thelr portfolios.

Investment Asset Allocation Structure

The assel allocation struclure is diversified along fixed 'ncome and equity. The goal of the asset alfocation structure Is lo provide a
favarable rate of retum coupled with a prudent leve! of risk. The table below outlines the current assel allocation structure:

40%

35%

5%

30%

- 24%

20%

15%

10"; 10% 10% 11% 10%

0% |

U.S Fixed USlLarge U.S Mid Bquily U.S Small Inlernalional  Internationsl
income Equity Equity Large Equity  Small Equity

The asset allocation structure further diversified the domestic and internalional equity asset classes. In domestic equity, the assel
allocaticns has exposure to [arge, mid and small-cap equily. In Inlemational equity, the asset allocalion has exposure lo large and small

Prepared by Marquette Associates, Inc.
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aquity and emerging markets. The Trusiees have employed both achive and passive investmen! stralegies lo obtain the desired assel
allacation mix in the mos! cost effective and efficient manner.

Investment Objective

The EOS's investment objecive is to oulperform the retum of a palicy portfolio consisting of 44% Russell 3000, 21% MSCI ACWI ex US,
and 35% Barclays Capilal Aggregate. In addition, the EOS's performance is evaluated relative (o the Investorferce Fublic Fund Universe,
a universe represenling the performance of 166 Public Funds and representing $381 billion in assets. Marqueite ullizes the
InvestorForce Perdormance Reporling network, an advanced and comprehensive analysis and performance management platiorm,
comprised of 25 different investment consulting firms located throughoul the United States.

Market Overview

The fiscal year ended June 30, 2013 was particularly strong for U.5. equity markets as the assel class posied the graalest gains. The
slock markel benefited from growing corsumer confidence fueled by a resurgent housing markst and a grawth oriented fiscal policy.
Also posilively contributing to returns was continued strength in corporate eamings and increased merger and acquisition activity.
Improving economic conditions in Europe also led to strong intemational equity market results. As a rasult, the domestic stock market as
praxied by the Russell 3000 index relumed 21.5% and the international stock market as proxied by the MSC! All Country World ex-US
Index returned 14.1%. In domestic markets, small-cap stocks outpaced large-cap stocks as risk was rewarded. Fixed income markels
however were negatively impacted by nising yields particularly for longer maturity bonds. Fixed income returned -0.7% as proxied by the
Barclays Capital Aggregate Index. Private core real estate continued o perform weli as the assef class was fugled by invesior appelite
{or greater yields. The assel class ralumed 10.7% as proxied by the NP! index.

Investment Performance

For the fiscal year ending June 30, 2013, the Syslem posted both & strong relative and absolute return of 13.0% compared \o 11.9% for
{he policy benchmark. The Syslem also made a strong showing in the public fund universe, ranking in the 28® percentile. The System's
greater than benchmark exposure to small-cap equily within the L1.5. equity partfolio added (o retums. Small-cap lssues outpaced large-
cap slocks over the fiscal year. The use of passively managed funds in the U.S. large-cap and mid-cap asset classes helped overall
resulls as these stralegies ranked in the top half of the peer group. Exposure lo small-cap stocks within the intemational equity portfolio
also contributed positively to results.

The marke! value of the EOS assets ended the 2013 fiscal year with $20.4 million in total assets, which was an incraase of $2.1 million
from the prior fiscal year end. At the end of fiscal year 2013, the Systenr's assels were allocated as follows

Fiscal Year Rate of Return
“Market Value Percent of 1
(in millions} Total ~ EOS Benchmark

LL.S. Equity ' 845 41.0% 22.7% 215%
International Equity 4] 1.2% 15.8% 14.1%
U.S. Fixed Income 64 31.4% 0.7% -0.7%
Cash Equivalents 0.1 0.4% - -

; _ |

_ Tolal Fund $20.3 100.0% 13.0% i 11.9% |

Nicholé Roman-Bhalty
Managing Partner

Prepared by Marquette Associates, inc.
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Elected Officials’ Retirement System
City of Baltimore, Maryland
OUTLINE OF INVESTMENT OBJECTIVES AND POLICIES

Investment Oblectives

The primary investment objectives of the Elected Officials’ Retiremeant System (the Plan) are set forth below. 1tis
racognized that maximizing any one objective may compromise the achisvement of other objectives. For
example, maximizing liquidity may reduce investment return; seeking maximum investment return may subject
capital preservation to higher risk. Accordingly, the investment objectives are given 'n descending order of
priority:

To preserve the capital value of the Plan adjusted for inflation;
To ensure adeguate Plan liquidity to meet benefil liabilities as they fall dus;
To meet the actuarial interest rate assumplions; and

Without unduly jeopardizing the above objectives, to exceed the Investment retum objective by the astute
management of funds.

&L

General Investment Policy

The Electad Officlals' Relirerent System must comply with Investment restrictions imposed by the laws of the
City of Ballimore and any other State or Federal laws dealing with investiment of public retirement plan assets.
The Plan investmen! managers are expected to farniliarize themselves with these laws.

Investment policy for the Plan relates to the portfolio of all assets which comprise the tolat holdings of the Plan.
The Board of Trustees (Board) recognizes that the cbjeclive of a sound and prudent policy is to produce
nvestment results that will preserve the assets of the Flan, as well as, o maximize eamnings of the Plan
consistent with its long-lerm needs. These long-term needs have been ascertained through various studies
performed on behalf of the Board by its actuary and its investment advisor. Investment policy and the long-term
average aflocalion of Plan assets to which they refer are deemed to be consisten! with the projected pattem of
cash flows to the Plan and its projected benefit payments, Shouid the projected finances of the Plan change
significantly, the appticable Federal or State statutes be amended, or changes in the Plan's asset valuation

methods be adopted, these policies and average asset allocations will be reviewed and modified by the action of
the Board, if appropriate.

in general, the Board recognizes that large pools of assels must be diversified over different asset classifications
in order to reduce risk. The following asset allocation has been established as an overall objective for the total
holdings of the Plan;

% of Total Assels

at Market Value

Asset Category Target
U.S. Fixed income 35%
U.8. Large Equity 24%
U.S, Mid Equity 10%
U S. Small Equity 10%
International Large Equity 11%
International Small Equity 10%

Total 100%



Elected Officials’ Refirement System
City of Baltimore, Maryland
OUTLINE OF INVESTMENT OBJECTIVES AND POLICIES

Within each major security classification, investments should be diversified and excessive concentration in any
parficular security, company or induslry is to be avoided. Detailed guidelines in this regard have been supplied to
the Plan's invesiment managers. Subject to these objectives and guidelines, and the Plan's laws referenced
herein, the investment managers shall have full discretion In investment decisions. Managers are advised to
notify the Board in writing if these objectives cannot be met or If the guidelines constrict performance, and are
encouraged to suggest changes in these guidelines at any time.

Proxy Voting

Pursuant to 2 U.S. Department of Labor directive, the Board of Trustees have a long standing policy that, when
salicitations of proxies with respect to securities are received by an investment manager, the decisions as to
whether and how to vote such proxies are delegated to that investment manager.

The Board also recognizes, however, that the investment manager's decisions must be made in accordance with
applicable legal standards and that the Board has an obligation to ensure that those standards are being
abserved. Therefore, the Board requests that annually (June 30) each management firm furnish the Plan with a
written statement of their policy and practices with respect to the voting of securities held in their employee benefit
plan asset portfolias, together with their written assurance thal such policies and praclices are being followed.
These statemments and assurances will be included, and will be given approprate weight, in the Board's
continuing evaluation of each manager’s overal! investment performance,
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Elecled Officials’ Retirement Syslem
City of Baltimore, Maryland
PORTFOLIO COMPOSITION

FAIR VALUE CF INVESTMENTS

| 10

Mitlions

2011 2012 2013

Fiscal Year Ended June 30
= Domestic Equity & Fixed Income o International Equity ® Cash Equivalents

~{2mounls expressed in milions]

2009 2010 2011 2012 2013
Domestic Equity $ 63 4BB%M & 6.2 43.7% |$§ 77 43.0% |$ 83 454% |§ 95 468%
Fixed Income 4.0 3.0 52 386 6.2 346 62 339 64 315
Inlernalional Equity 24 186 28 197 39 218 3.7 202 43 212
Cash Equivalents 02 16 0.1 0.6 0.1 0.5 0.1 0.5
Total § 129 100.0% § 14.2 100.0% [§ 1789 1000% [§ 18.3 100.0% | 20.3 100.0%
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Electad Officials’ Retirement System

City of Baltimore, Maryland

INVESTMENT RESULTS

TIME WEIGHTED RATE OF RETURN, CURRENT VALUE BASIS

Annualized
FY 2013 3 Years 5 Years
TOTAL PORTFOLIO 13.0 % 121 % 47 %
Policy Benchmark 11.9 1.4 5.1
DOMESTIC EQUITIES 227 18.0 7.8
Russell 3000 21.5 18.6 7.2
FIXED INCOME 0.7 3.5 53
BarCap Aggragate -0.7 35 5.2
INTERNATIGNAL EQUITIES 15.8 11.6 1.4
MSCI ACW! ex-US 14,1 8.5 -0.3

Note:

The caiculations above were prepared by the Elected Officials' Retirement System's
investment advisor, Marquette Associates, Inc., using a time weighted rale of return,
based on fair value.

The Policy Benchmark is 35% BarCap Aggregate, 44% Russeli 3000, 21% MSCI| ACWI
ox-USs,
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Elected Officials' Relirement System
City of Baltimore, Maryland
ASSET ALLOCATION - ACTIVELY MANAGED ACCOUNTS

June 30, 2013

TARGET ASSET ALLOCATION
U.5. Mid Equity U.S. Smal! Equity
10% 10%

Int. Large Equity
11%

| LS. Large Equity

24% Int. Small Equity
10%
i \U.S. Fixed Income
: - =
|
ACTUAL ASSET ALLOCATION
U.S. small Equlity Int. Large Equity
u.S. Mid equity 10% 10%
10%

U.S. Large Equity
27%

U.S. Flxed Income
32%

Note: For assel allocation purposes, only actively managed accounts are Included. Assets in the mutual
funds are allocated between domestic equity and domestic fixed income based on the percentage held by the
invesiment managers at June 30, 2013. Assels in the cash reserve are also excluded from this illustration.
These assets are for the purpose of providing cash for the payment of benefit and administrative expenses.
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Elected Officials’ Retirement System

City of Baltimore, Maryland

SUMMARY SCHEDULE OF FEES AND COMMISSIONS
INVESTMENT SUMMARY

For the Year Ended June 30, 2013

Summary Schedule of Fees and Commisslons

Assets Under

Management
Investment manager fees:

$20,265,105

Other investment service fees:
Custodial fees
Investment advisor fees
Total other invastment sarvice fees

Total Investmant service fees

Note: No broker fees are reported due to the nature of the investments of the EQS.

Brokerage Commissions

1,187
1,000

2,187

922,948

Because of the highly visible nature of the Elected Officials' Retirement System, it is important that the
investment managers have as a primary objeclive to obtain the best execution in all investment
transactions. Whiie the managers are permitted to direct a portion of brokerage commissions for
research, it is expected thal each manager will receive cormmission discounts which are commensurate
with current discount practice. Investment managers are expected (o give first preference whenever
possible to brokerage firms with offices located in the Baltimore City Metropolitan Area. However, the
managers are expected to negoliate commission rates, and local brokerage frms should be given
preference only when commission rates and transaction services are competitive with those available

from other firms.

Investment Summary
Investments: Fair Value
Domestic Equity $ 9,559,327
Fixed Income 6,389,192
International Equity 4,316,586
Total Investments $ 20,265,105
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Elected Officials' Retirement System
City of Baltimore, Maryland
INVESTMENT PROFESSIONALS

INVESTMENT ADVISOR
Marquette Associales, Inc.

Nichole Roman-Bhatty
Chicago, lllinois

TACTICAL ASSET ALLDCATION

Mellon Capital Management Carp.
Brian Hock
Pittsburgh, Pennsylvania

INTERNATIONAL EQUITY
Mondrian Investment Graup, Inc.

Laura Corilon
Philadelphia, Pennsylvania

CUSTODIAN BANK
BNY Mellon Asset Servicing

Sarah Baulch
Pittsburgh, Pennsylvania
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IN 1 Classic Values, Innavative Advice

November 12,2013

Board of Trustees

Elected Officials’ Retirement System
of the City of Baltimore

7 East Redwood Street, 12™ Floor
Baltimore, Maryland 21202-3470

Re: 2013 CAFR
Honorable Members of the Board of Trustees:

Cheiron, Inc. performs an ectuerial valuation of the System at the end of each fiscal year. The
most recent valuation was as of June 30, 2013, and it determined the employer’s contribution for
the plan year beginning July 1, 2013. The contribution is determined for the following year and
therefore it is our understanding the contribution plus interest will be made during the 2013 fiscal
year.

The funding method used in the annual valuation is the Entry Age Normal Cost method. This
method tends to produce a level normal cost (portion of the contribution) as a percentage of
covered payroll as long as the average age of active members does not change significantly. The
employer’s contribution is increased or decreased to amortize the difference between the
actuarial value of assets and the actuarial accrued liability as a level dollar amount over a fixed
period targeting 100% funding by the fiscal year ending 2028.

Contributions have not consistently reflected leve! percent of pay because of:

Volatility in the investment returns of the System
Differences between actual and assumed pay increases
Purchases of prior service credit; and

Sensitivity to elected officials terms of office.

The annual recommended contributions have varied from 0% to 83% of covered payroll.

The valuation is based on actuarial assumptions recommended by the actvary and approved by
the Board of Trustees. The assumptions and methods used for funding purposes meet the
parameters set for the disclosures presented in the financial section by Governmental Accounting
Standards Board (GASB) Statement No. 25. The spread between the interest rate and the salary
scale recommended by the actuary has been incorporated into Article 22 of the Baltimore City
Code. A review of the actuarial assumptions was completed in 2010 by Cheiron with changes
incorporated in the June 30, 201! valuation. The June 30, 2013 valuation continues to use the
assumptions adopted based on this review.

The valuation is based on a closed group of members; no new hires are assumed. The actuarial
value of assets equals the market value, adjusted for investment performance above or below the
assumed rate of return. Such gains or losses are recognized over a five-year period. The

1750 Tysons Boulevard, Sulte 1100, McLean, VA 22102 Tel: 703.893.1456 Fax: 703.893.2006 www.chelron.us
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Board of Trustees

Elected Officials’ Retirement System
November 12, 2013

Page ii

unrecognized gain or loss is limited to 10% of the market value of assets. In preparing our
teport, we relied on information (some oral and some written) supplied by the System’s staff.
This information includes, but is not limited to, plan provisions, employee data, and finrancial
information. We performed an informal examination of the obvious characteristics of the data
for reasonableness and consistency in accordance with Actuarial Standards of Practice No. 23.

The assumptions and methods used in determining the assets, liabilities, and the annual required
contributions of the employer as defined by the Governmental Accounting Standards Board
meet the parameters set by GASB Statement No. 25, Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans. All supporting schedules
in the Actuarial Section and the Schedule of Employer Contributions and the Schedule of

Funding Progress in the Financial Section have been prepared by the System and reviewed by
Cheiron.

We note that GASB has approved new accounting standards for pension accounting for periods
beginning after June 15, 2014. This report does not reflect the changes that may be required
under the newly approved GASB Statement No. 67.

These results were prepared exclusively for the Elected Officials’ Retirement System of the City
of Baltimore for the purpose described herein. These results are not intended to benefit any third
party, and Cheiron assumcs no duty or liability to any such party.

To the best of our knowledge, the exhibits that make up the actuarial section of this report and its
contents when taken in context with our full valuation report as of July 1, 2013 have been
prepared in accordance with generally recognized and accepted actuarial principles and practices
which are consistent with the Code of Professional Conduct and applicable Actuarial Standards
of Practice set out by the Actuarial Standards Board, Furthermore, as credentialed actuaries, we
meet the Qualification Standards of the American Academy of Actuaries to render the opinion
contained in this report. This report does not address any contractuel or legal issues. We are not
attorneys and our firm does not provide any legal services or advice.

Sincerely,

Cheiron Am P
Kenneth Kent, FSA, FCA Anu Patel, FSA, EA
Principal Consulting Actuary Consulting Actuary
Attachments

{HEIRON
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Elected Officials’ Relirement System
City of Baltimore, Maryland

ACTUARIAL FUNDING METHOD AND ACTUARIAL ASSUMPTIONS

Actuarial Funding Msathod

Method of Funding:

Asset Valualion:

Actuarlal Assumptions
Interest:

Expenses:

Salary Scale:

Additional Assumptions:

Liabilites and contributions shown in this report are computed using
the Entry age norma’ cost method of funding. The Plan's normal cost
is the present value of the benefit deemed to accrue in the plan year
less the amount of anticipated employee contributions, if applicable.
The current Unfunded Actuarial Liability is amortized over 10 years.
This 10-year period is restarted each year. The Trustees can elect to
change this period. Effective June 30, 2013

The actuarial value of assets is equal to markel value plus accrued
contributions minus/pius the unrecognized gainfloss as of the
valuation date. Each year's gainfloss are recognized over § years,
Investment gainsfiosses are defined as earnings in excess of 7.25%
of the value of the Pension Accumulation Fund at the beginning of tha
year. The absolute value of the total unrecognized galn/loss is limited
to not more or less than 10% of the markef value of assets. Effective
June 30, 2011,

7.25% compounded annually, effective June 30, 2011.

Expenses are paid from the funds except investment management
expenses that are paid from investment earnings. 1t is assumed that
the fund will have sufficient earnings to pay these expenses and
meet the interest assumption.

Salary increases are assumed to be 5% compounded annually,
effective June 30, 2011.

Post Retirement 5%  compounded  annually,
Increase: effective June 30, 2011.
Pre-retirement

Morlality: None

Withdrawal: None

Retirement Age: The later of (i) complelion of

current term or, (i) end of term

when first eligible for retirement

{16 years of service or age 50

with 12 years of service),
Percentage Married. Males: 80%;

Females: 80%

Spouse Age: A husband is assumed to be four
years older than his wife

New Entrants: No future entrants are assumed.

Election Year: The next election year s

assumed to occur in 2016.
Elections are then assumed !0 be
held every four years thereafter.
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Elected Officlals' Retirement System
City of Baltimore, Maryland
ACTUARIAL FUNDING METHOD AND ACTUARIAL ASSUMPTIONS

Sample rates for all mortality, morbidity and retirement decrements for active members are as follows:

Non-Line- Line-
of-Duty of-Duty Service
Age Withdrawal Disability Disabil ity Retirement
25 0 0.0008 0.0002 *
3o 0 0.0008 0.0002 -
35 0 0.0012 0.0002 *
40 0 0.0023 0.0003 *
45 0 0.0035 0.0005 *
50 0 0.0057 0.0005 "
55 0 0.0080 0.0008 ‘
50 1 0.0013 0.0012 *
65 0 00014 0.0014 *
69 0 0.0015 0.0015 ‘

* Retirement eligibility is based on age and service. Assumed to retire on the later of (1) completion

of current term; or (ii) end of term when first eligible for retirement (16 years of service credit or age
50 with 12 years of service credit}.

Mortality rates for retired and disabled members and beneficiaries are as follows:

Retirees and Beneficiaries Disabled Members
Age Male™ Female** Male Eemale
85 0.006928 0.002647 0.006131 0.002541
60 0.012840 0.005341 0.008158 0.004241
85 0.021779 0.010185 0.015592 0.007064
70 0033959 0.015682 0.027530 0.012385
75 0.055991 0.026161 0044597 0.023992
B0 0.091647 0.045632 0074070 0.042945

** Rates for individuals who are the age shown as of June 30, 2013.

1994 Uninsured Pensioners Generational Mortality table (Mate + 4, Female + 1) with generational projections
using 50% of the AA scale projected to 2016 {Effective 6/30/2007).
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Elected Officials' Refirement System
City of Baltimore, Maryland
SCHEDULE OF ACTIVE MEMBER VALUATION DATA

Valuation Dale h&i:::err:f Annual Payroll Annuaé:;erage ﬁ\::g;:s:ai;

6/30/2004 21 $1,150,000 $54,762

6/30/2005 17 858,000 56,353 29 %
6/30/2006 17 958,000 56,353

6/30/2007 15 863,000 57,533 2.1
6/30/2008 17 1,142,000 67,176 16.8
6/30/2009 17 1,182,300 69,547 3.5
6/30/2010 17 1,206,122 70,948 20
6/30/2011 17 1,206,122 70,948

6/30/2012 17 1,263,273 74,310 25
6/30/2013 17 1,263,273 74,310
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Elected Officials’ Retlrament Systam
City of Baltimore, Marytand
ANALYSIS OF FINANCIAL EXPERIENCE

Gains and Losses in Accrued Liabilities During Fiscal Year
Resulting from Differences Betwean Assumed Experience and Actual Experience

Type of Actlvity Gain or (Loss) Gain or {Loss)
for Year 2012 for Year 2013

Age and Service Retirements L 17,895

f members retire at clder ages or with lower final average pay than assumed,
there is a gain. 1f younger ages or higher pays, a loss.

Disabllity Retirements 2217 % i i k|
If disability claims are less than assumed, there is a gain. If more claims, a loss.

Death-in-Service Benefits

it survivor claims are less than assumed, there is a gain. If more claims, a loss.

Withdrawal From Employment 221,632

If more liabilities are released by withdrawals than assumed, there is a gain.
If smaller releases, a loss.

Pay Increases 137,285 766,702

If there are smaller pay increases than assumed, lhere is a gain. If greater
increases, 2 l0ss.

Investment Income {1,078,075) 1.004,633
If there is greater investment income than assumed, there s a gain.

If less, 2 lass.

Death After Retirement (186,615) 38,043

if retirees live longer than assumed, thare is a loss. If not as leng, a gain.

New Entrants (28,025)

New entrants create a loss Decause they were not assumed in the previous
evaluation.

Assumption and Method Changes 98,022
Changes due to assumption chenges andfor changes in accounting and liability.

Other 1,066,536 686,480

Miscelaneous gains and losses resulting from data adjustments, timing of
financial fransaclions, valuation methads, eic.

Gains During Year From Financial Experlence £ 152950 § 2,588,651
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Elected Officials' Retirement System
City of Baltimore, Maryland
SUMMARY OF PLAN PROVISIONS
June 30, 2013

1. EFFECTIVE DATE:

The Eiected Officials’ Retirement System (EQS) was established by City Ordinance effective December 5, 1983,
and has been amended periodically.

2. MEMBERSHIP AND SERVICE CREDIT:

(A)  An elected official, who is not a member of the Employees' Retirement System of the City of Baltimore,
automatically becomes a member of the EOS upon taking the oath of office.

(B) An elected official, who is a member of the Employees’ Retirement System of the City of Baltimore, has
the option within 120 days of taking the oath of office, to become a member of the EOS.

(C) Provided a clam is filed with the Board of Trustees within six months after becoming a member, the
member is eliglble to receive credit for all previous service as an elected official of Balhmore City, as a
member of a Maryland State retiremant system, or as 2 member of a Baltimore Cily retirement system

3. CONTINUED MEMBERSHIP:

A member of the EOS has the option to continue membership in the System fallowing his leaving office or the
end of the term of office for which he was iast elecled, provided he continues to contribute both the employer
and member contributions.

4. MEMBER CONTRIBUTIONS:

Members are required to contribute 5% of their salary. However, no contributions shali be made after the
member has attained age 60 and has acquired 35 years of service cradit in the EQS.

If 2 member transfers prior City service or State service, he must pay the equivalent of such past member
contributions,

5. MILITARY SERVICE CREDIT:

(AY  Military Service Prior to Employment: A maximum of three years service credit is granted provided:
(1)  the member retires; and
(2) benefits due to military service credit have not teen or will not be received from any other
retirement sysiem, except social security benefits and certzin military benefits.

(B) Military Service Within Employment: Upon retirement or death, any member who had a break in
employment due to military duty, shall receive service for the period of absence as provided by the
Veterans' Re-employment Rights Act and the Uniformed Services Employment and
Reemployment Rights Act of 1854

6. SERVICE RETIREMENT:

(A)  Eligibllity Requirements;
(1)  Acquired 12 or more years of service and attained age 50; or
(2)  Acquired 16 years of service, regardless of age.

{B) Benefit Amount: An annual maximum service allowance equaling 2.5% of the current annual eamable

compensation of the position held by the member multiplied by the number of years of the member's
sernvice credit. The allowance will consist of:
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Elected QOfficials’ Retirernent System
City of Baltimore, Maryland
SUMMARY OF PLAN PROVISIONS
June 30, 2013

7.

10.

(1) an annulty equal to the actuarial equivalent of the member's accumuiated contributions at the time
of ratirement; and

{2}  a pension, equal to the maximum allowance less the annuity described in (1) above.

NON-LINE-OF-DUTY DISABILITY RETIREMENT BENEFIT.

(A)

(B)

(C)

Eligibility Requirements: Five years of service, and determination by a hearing examiner to be mentally
or physically incapacitated for the performance of duties as an elected official, and that such incapacity is
likely to be permanent.

Benefit Amount: An annual maximum retirement allowance equal to the greater of.
(1) the member's annual maximum service retirement allowance; or
(2) a retirement allowance totaling 25% of the member's current annual earnable compensation.

Offset to Retirement Allowance: This benefit is offset by workers’ compensation received on account of
the same disabllity.

LINE-OF-DUTY DISABILITY BENEFIT:

(A)

(B)

(C)

Eliglblitty Requirements: iImmediate eligibdity upon membership in the System and determination by a
hearing examiner to be totally and permanently incapacitated for the further performance of duty, and the
incapacity resulted from an accident occurring while In the aclual parformance of such duty at definite
time and place without wiliful negligence,

Benefit Amount: An annual maximum retirement allowance consisting of:
(1)  an annuity equal to the actuarial equivatent of the member's accumulaled conlributions, plus
{2) a penslon equaling 66.667% of the member's current annual eamable compensation.

Offset to Retirement Allowanca; This benefit is offset by workers’ compensalion received on account of
the same disability.

DEFERRED VESTED RETIREMENT BENEFIT:

(A}

(B)

Ellglbllity Requirements: A member who has,

{1)  Acquired 12 or more years of service, but less than 16 years of service, and
{2) Left office and has not attained age £0; and

(3) Elected to leave his or her accumulated contributions with the System.

Benefit Amount: Upon attaining age 50, the member is entitled to receive an annual maximum service

allowance equaling 2.5% of the member's cument annual eamable compensation multiplied by the

number of years of the member’s service credit. The allowance will consist of.

(1) an annuity equal to the actuarial equivalent of the member's accumulated contributions at the tme
of retirement; and

(2}  apension, equal to the maximum service allowance less the annuity described in (1) above.

MAXIMUM ALLOWANCE AND OPTIONAL METHODS OF RECEIVING BENEFIT PAYMENTS:

(A)

Maximum Allowance: Upon retiree's death, 40% of retiree’s maximum allowance to unremarried
spouse or dependent children until the last dies or attains age 18 (age 22 if full time student). All cther
options result in a lesser amount paid.
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Elected Officials’ Retirement System
City of Baltimore, Maryland
SUMMARY OF PLAN PROVISIONS
June 30, 2013

1.

(8
(€)
(©)
(E)

(F)

(G)

Reserve Guarantee Optlon: Upon retiree’s death, cash refund to retiree's designated beneficiary based
on present value of allowance at retirement less payments made.
100% Joint and Surviver Optlon: Upon retiree’s death, 100% of member's allowance o continue to
designated beneficiary,
50% Joint and Survivor Option. Upon reliree's death, 50% of member's allowance to continue to
designated beneficiary.
100% Joint and Survivor “Pop-Up" Option: Upon retiree's death, 100% of members allowance
continues to the designated beneficlary. However, should the designated beneficiary predecease the
retired member, the retiree immediately begins to receive the maximum ratirement allowance; the retiree
may not designate another beneficiary and no survivorship benefits are paid on the death of the retiree.
50% Joint and Survivor “Pop-Up” Option: Upon reliree's death, 50% of member's allowance continues
to the designated beneficiary. However, should the designated beneficiary predecease the retired
member, the retiree immediately begins to receive the maximum retirement allowance; the ratiree may
not designate another beneficiary and no survivorship benefits are paid on the death of the retiree.
Specific Benefit Optlon: Upon the retiree’s death and subject to the approval of the Board of Trustees,
the member's designated beneficiary will recsive:
{1}  a specific lump sum amount; or
(2) a specific periodic allowance.

These options are available for service, non-line of duty disabifity, and line-of-duty disability refirement. Within 30
days after retirement, the retired member may change any option and/or the designated beneficiary.

NON-LINE-OF-DUTY DEATH BENEFIT:

(A)

(B)

(€)

Ellglbllity Requirements:

(1)  Member dies while serving as an elected official for Baltimore City; or

(2) Retiree dies within 30 days after retiing on account of service, non-line-of-duty disability, or line-oi-
duty disability; or

(3) Reliree who pasipones receipt of a retirement allowance unti reaching age 50 and dies within 30
days after reaching age 50.

Beneflt Amount:
(1)  100% Joint and Survivor benefit:
Provided the member was eligible for a service retirement at the time of death, the 100% Joint and
Survivor Option shall be paid to:
(2) The member's designated beneficiary spouse to whom the member was married for at least
one year immediately prior to the date of death; or
(by  The member's parenl(s),

(2) Lump Sum Beneht:
If not eligible under (1) above, a lump sum benefit consisting of the member's accumulated
contributions, and if the member has acquired more than ane year of service, 50% of the
member's current annua' eamable compensalion, payable ta:
{a) the member's designated beneficiary, or
{b) a beneficiary as specified by the plan provisions.

Offsat to Raetirement Allowance: This benefitis offsat by;

{1}  workers' compensalion received on account of the same disability or death; and

{2} any allowance paid by this System and received by the retired member or farmer member befare
the date of death.



Elected Officials' Retirement System
City of Baltimore, Maryland
SUMMARY OF PLAN PROVISIONS
June 30, 2013

12,

13.

14.

18.

LINE-OF-DUTY DEATH BENEFIT:

{A}  Ellglbility Requirements:

(1) A determination by a heanng examiner, that the member's death occurred from the natural and
proximate result of the actual performance of duty and without willful negligence on the pari of the
member; or

(2) A member has been granied =2 line-of-duty disability and dies from injures that caused or
contributed to the member being awarded the line-of-duty disability.

(B) Benefit Amount: The benefit consists of.
{1) a refund of the member's accumulated contributions and interest payable to the members
deslgnated beneficiary or the beneficiary specified by the plan provisions; and
(2) an annual pension of 100% of the member's current annual earnable compensation payable to:
{a) the member's surviving spouse, to continue for life or remarriage;
(b} ifthere is no surviving spouse, or if the spouse dies or remartias, then to the member's child
or children, equally, until age 18 (age 22 if a full-time student); or
{c) if there Is no surviving spouse or minor child surviving, then to the member's dependent
father and mother, who are designated beneficiaries, to continue for life, in the percentages
designated by the member.

{C) Offsetto Retirement Allowance: This benefit is offset by workers' compensation received on
account of the same disability or dealh.

CURRENT ANNUAL EARNABLE COMPENSATION AND POST-RETIREMENT BENEFIT INCREASES:

Retirement allowances are based upon the current annual eamable compensation authorized for that elected
position and shall inciude any future increases occurring after the relirement of the official, which shall, after
retirement, index benefits paid under the EOS subject to applicable reduction for any optionat retirement
allowance selection.

REFUND OF MEMBER CONTRIBUTIONS:

The member upon leaving office for any reason is entitied lo a refund of the member's accumulated
contributions and interest, if not eligible for any other benefits.

FORFEITURE OF BENEFITS:

¥ a member should be convicted of a job-related offense committed in the performance of his duties as an
elected officral of the City of Baltimore and committed against the City of Baltimore, no benefits provided by the
ECS shall be paid to the member or his beneficiary. I the member or his beneficiary is receiving any benefits at
the time of conviction, all benefit payments will cease. The member or his beneficiary shall only be entitled to the
return of the member's accumulated contributions and interest less any benefit payments made.
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Elected Officials' Retirament System
City of Baltimore, Maryland
STATISTICAL SECTION SUMMARY

The statistical section of the Elecled Officials’ Retirement System's (System) comprehensive annual
financial reporl presents detailed Information as a context lor helping the readers understand the
information in the financial statements, noles disclosures, required supplementary information and the
System'’s overall financial health for the last ten fiscal years. The information presented in this section is
listed below.

Flnancial Trends

Changes of Plan Net Position schedules detail the System's financial performance from year to
year,

Revenue Capacity

The Revenue by Source schedule list the different Income streams of the Systern,

Expenses Capacity

The Expense by Type schedules contains information about the major costs of the System.

Demographic Information

The demographic schedules consist of various membership information used by the Actuary to
delermine or monitor the demographic assumptions. The tables which are used to compare
current assumptions with actual experience to determ’ne recommended assumption changes
include:
s The Schedule of Active Members by Years of Service, which provides active membership
information including the average service credit and member's age for each fiscal year,
» The Schedule of Retirees by Altained Age and Type of Ratirement, provides the number
of retirees by age and the type of retirement, and
= The Schedule of Beneficiaries By attained Age and Type of Retirement that provides
membership information on beneficiaries by age and type of the member's retirement.

Benefit Expenses by Type: is a report of benefit relaled expenses by the type of retirement and
payment for each year of service.

Average Monthly Benefit Payments: is a schedule of monthly benefit payments based on years of

credited service. For each year, the schedule provides the average monthly benefit payment,
average final compensation and number of ratirees grouped in years of credited service.
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Elected Ofiicials' Retiremant System
City of Baltimore, Maryland

REVENUES BY SOURCE
Employer Conlributions.

Fiscal Year Net ::::::;nent Amaount = o;acy:;:md Cuhrf; r::l?;ns Total
2004 $ 1,700,167 $ 407,883 35.4% s 59,198 $§ 2,167,248
2005 1,260,572 575,760 60.0 50,494 1,886,826
2006 1,721,385 516,665 53.8 47,951 2,286,001
2007 3,079,731 381,524 442 46,197 3,507,452
2008 {1,588,020) 143,521 12,8 103,757 (1,340,742)
2009 {3,673,366) nfa 58,617 (3,614,749)
2010 1,686,860 339,830 28.2 58,358 2,006,048
2011 3,489,928 957,220 377.0 100,523 4,547 671
2012 205,106 987,685 80.7 63,234 1,266,025
2013 2,361,454 419,459 a3.9 61,033 2,841,948

Note: Employer contributions were mada in accordance with actuarially detarmined contribution requiraments.
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Elected Officials’ Retirement System
City of Baltimore, Maryland
EXPENSES BY TYPE

'f}:_':; Benefits Refunds A"ggﬁ:ﬂ"e Total

2004 § 456,453 $ 15412 3 471865
2005 475851 5 35606 29,240 540,497
2006 491,003 20,837 521,840
2007 501,041 25,800 526,841
2008 689,232 24,103 25,618 739,043
2009 685,848 27,298 30,849 743,995
2010 736,426 27,718 764,145
2011 816,690 55,088 871,778
2012 775678 23,020 28,242 826,340
2013 763,865 38,600 803,474



Elected Officials’ Retirement System
City of Baltimore, Maryland

SCHEDULE OF BENEFIT RECIPIENTS BY ATTAINED AGE AND TYPE OF RETIREMENT

SCHEDULE OF ACTIVE MEMBERS BY YEARS OF SERVICE

Schedule of Benefit Reelpients by Attained Age and Type of Retirement

Type af Retirement*

Number of Refirees Beneficiaries
Age Recipients 1] g 5
45-49
50-54 1 1
55-59 1 1
60-64 7 6 1
65-89 5 4 1
70-74 2 2
75 and up 5 3 1 1
Totals 21 17 3 1
Retired Members 17 17
Average Annual Benefit $35605 $35,605
Beneficiarias 4 3 1
Average Annual Benefit $27,552 $26,391 $31,034

Type of Retirement;
0 - Normal retrement for age and service

5 - Non-line of duty death, member eligible for service retirement at death

Schedule of Active Member Years of Service

Years of
Credited
Senice 2004 2005 2006 2007 2008 2008 2010 2011 2012 2013
0-1 3 3 4 4 1 2 2
2-4 4 3 3 2 4 5 5 1
5-8 9 7 2 1 2 2 1 5
10-14 4 2 7 7 6 S ) 2 1 1
15-19 2 1 1 1 4 1 5 6 6
20-24 1 3 3 2 3 2 2 2
25+ 1 1 1 1 1 3 2 1 2 2
Taotal Members 21 17 17 15 17 17 17 17 17 17
Average Service
Credit 11.60 11.76 12.76 14.82 11.12 13.20 12.66 12,77 11.95 12.86
Average Age 52.00 51.71 52.71 54.03 53.84 54.84 56.15 55.48 5427 55.27
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Elecled Officials’ Retirement System
City of Baltimore, Maryland
BENEFIT EXPENSES BY TYPE

Age and Service Berefils: Death Benefits:

Fisé.;aéi:ear Retirees Beneficiaries NunEl;Li:t\ve-of- Termination Total
2004 $ 340,443 § 116,010 $ 458,453
2005 358,882 115,689 475,651
2006 375,314 115,689 491,003
2007 385,352 115,689 501,041
2008 543,705 145,527 689,232
2009 533,779 152,069 § 27208 713,148
2010 578,534 157,892 736,426
2011 658,708 157,882 816,880
2012 589,657 188,021 775,678
2013 653,657 79,174 31,034 763,865
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Eiacted Officlals' Retirement System
City of Baltimore, Maryland
AVERAGE MONTHLY BENEFIT PAYMENTS

Retirement Effective Dates

Years of Cradited Service

From July 1, 2004 to June 30, 2013 5-1 11-15

Period 7/1/04 1o 6/30/05:
Average Monthly Benefit 5

818

Average Current Compensation 21,266

Mumber of Active Relirees

Period 7/1/05 to 6/30/06 No retirements for this period.

Period 7/1/06 to 6/30/07
Average Monthly Benefit
Average-Average Final Compensation
Number of Active Retirees

Perlod 7/1/07 to 6/30/08:

3

Average Monthiy Benefit $ 4933
Average Current Compensation 59,196

Number of Active Retirees

Period 7/1/08 to B/30/09.
Average Monthly Benefi $

956

Average Cumant Compensatlon 11,468

Number of Aclive Retirees
*QDRO

Perlod 7/1/09 to 6/30/10.
Average Monthly Benefit
Average Current Compensation
Number of Active Retlrees

Perlod 7/1110 to 6/30/11:
Average Monthly Benafit
Average Current Compensation
Number of Active Retirees

Period 7/1/11 1o 6/30/12;
Average Monthly Benefi
Average Cument Gompensation
Number of Active Retirees

Pariod 7/1/12 ta 6/30/13: No retirements for this peried.

Period 7/1/04 to 6/30/13:

Average Monthly Benefit $§ 2235
Average Current Compensation 30,643

Number of Actlve Retirees

67

5

16-20

3

21-25

2,395
28,735

2,395
28,735
1

3

%

8,324
151,700

3,368
40,419

3,068
36,816

4,920
76,312
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