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Agenda Item: Actuarial Report for Defined Benefit Pension Plan

Submitted by: Maureen Storstad, Finance Director

Staff Recommended Action: Receive and file report, update mortality assumption as
recommended by actuary, and authorize payment of the employer contribution to the
plan as amended budget ($3.152M).

Committee Recommended Action:

Motion to receive and file the report, update mortality assumption as recommended by
actuary, and direct staff to authorize payment of the employer contribution in the amount
budgeted, including amendment for correction to wastewater/stormwater fund ($3.152M
total amended budget).

Council Action: ;o by Osowski, second by Berg to approve on consent agenda.

Motion passed unanimously.

BACKGROUND: The City of Grand Forks sponsors a Defined Benefit Pension Plan for
those employees hired prior to January 1, 1996. The City contracts with Deloitte
Consulting LLP to prepare an annual valuation report for the plan. Patrick Ecklund and
Griffin Lothrop of Deloitte serve as our actuary. The plan is managed by the ND State
Investment Board.

The recommended employer contribution is $2,672,022. We have made it practice in the
past to contribute at a higher level if the amount budgeted is higher, as we want to
accelerate & continue to improve the plan's funding percentage. The Pension &
Insurance Committee (PAIC) is bringing forward a recommendation to City Council to pay
the amount budgeted of $3,152,985.

ANALYSIS AND FINDINGS OF FACT:
e The City has a Defined Benefit Pension Plan for employees hired prior to January
1, 1996.


slundmark
Maureen


e There are currently 374 people (down from 377) in the plan as of 1/1/25 of which
22 are active employees (down from 28).

e The Pension and Insurance Committee (PAIC) reviewed the Annual Actuarial
Report at their meeting on April 17, 2025.

e The plan had a return of 9.3% for 2024, which is net of fees.

e Gains & losses are smoothed over a 5-year period for more consistent annual
contribution levels.

e PAIC recommends payment of the employer contribution at the 2025 budgeted
level of $3,152,985.

e Actuarial value of assets increased from $82.9M to $83.9M; this is the value used
in computing the funding ratio, which is at 82%, which is up from 80%; Funding
percentage based on market value is 81%, up from 78%.

e The attached email gives a breakdown of the plan and its performance

SUPPORT MATERIALS:

e City of Grand Forks Actuarial Valuation Report Presentation material



Deloitte.

City of Grand Forks Pension Plan

2025 Actuarial Valuation Discussion

Deloitte Consulting LLP
April 17, 2025
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January 1, 2025 Experience Results

Development of Actuarially Determined Contribution

Plan Provisions

Present Value of Projected Benefits
(based on future service and salaries)

Actuarial Accrued Liability Present Value of Benefits
(benefits earned to date) to be Earned

Actuarial Value of Assets Unfunded Liability

Actuarl.ally Amortization Employer
Determined Normal

Contribution LU Cost




January 1, 2025 Experience Results

Plan Participant Experience

Historical Plan Participation
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January 1, 2025 Experience Results

Plan Assets - Market Value

Historical Market Value of Assets

(In Millions)
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Employee Contributions $0.3 $0.3 $0.2 $0.2 $0.2
Employer Contributions $3.5 $4.5 $3.3 $3.1 $3.4
Benefit Payments $7.2 $7.3 $7.9 $8.1 $8.3
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January 1, 2025 Experience Results

Plan Assets - Actuarial Value vs. Market Value

Historical Asset Values
(In Millions)
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Commentary:

« The 2024 asset gain of approximately $1.8 million combined with the previous asset loss from 2022 and asset gains
from 2021 and 2023 have nearly offset each other. This has resulted in a narrowing of the difference between the
Market Value of Assets and Actuarial Value of Assets compared to recent years.



January 1, 2025 Experience Results

Actuarial Value of Assets Development

The method used to determine the actuarial value of assets recognizes gains and losses, determined on a market value basis, over a
five-year period. The table below shows the development of the actuarial value of assets as of January 1, 2025

1. Market value of assets as of January 1, 2024 $ 80,547,761
2. Net additions (reductions)

(i) Employer contributions $ 3,391,110

(ii) Employee contributions 150,868

(iii) Benefit payments (8,284,654)

(iv) Actual administrative expenses (19,068)

(v) Total (4,761,744)
3. Interest on (1) and (2), adjusted for timing 5,491,309
4. Expected market value of assets as of January 1, 2025: $ 81,277,326

(M +@2v)+3)

5. Actual Market Value of Assets as of January 1, 2025 83,090,379
6. Asset (gain)/loss in 2024: (4) - (5) $ (1,813,053)
7. Asset (gain)/loss in 2023 (4,138,302)
8. Asset (gain)/loss in 2022 15,460,129
9. Asset (gain)/lossin 2021 (7,387,362)
10. Unrecognized portion of prior asset gains and losses: 773,157

[(6) * 0.8] + [(7) * 0.6] + [(8) * 0.4] + [(9) * 0.2]
11. Actuarial value of assets as of January 1, 2025: (5) + (10) $ 83,863,536
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Actuarially Determined Contribution Development

Mortality Assumption - Considerations & Recommendations

Mortality and Mortality Improvement Assumptions

» Similar to the past few years, the Society of Actuaries’ (SOA) Retirement Plans Experience Committee (RPEC) released an
updated mortality report in October 2024 but did not release an update to the Mortality Improvement Scale MP-2021, due
to the impact of the COVID-19 pandemic on the underlying data used to build the improvement scales. Therefore, Scale MP-
2021 remains the most current available mortality information.

« The base mortality table assumptions were updated three years ago based on the most recent industry specific mortality
tables issued by the SOA and the most recent mortality experience from statewide North Dakota pension systems. These
base tables continue to remain reasonable.

« Recommended Update:

«  We recommend a change to the mortality assumption used in valuing spouse liabilities to be based on contingent
survivor mortality rates from the currently used mortality tables, applicable to the spouse before and after the
assumed or actual death of the retiree. The current spouse assumption is the same as the primary annuitant or
retiree mortality assumption

« The impact of this assumption change is a decrease in the January 1, 2025 Actuarial Liability of approximately
$56,000 (0.05% decrease).

* Future: The SOA RPEC is expected to finalize a new experience study focused on public retirement plan mortality in 2025.
We expect these new table to be available for consideration in next year’s actuarial valuation.
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Actuarially Determined Contribution Development

Discount Rate and Long-term Rate of Return Assumption - Considerations & Recommendations

Discount Rate and Long-term Rate of Return Assumption

Based on the Plan’s asset allocation as of 12/31/2024, publicly available
capital market expectations, and the current long-term inflation
assumption of 2.50%, the current long-term rate of return assumption of
7.00% continues to be within a reasonable range. The capital market
expectations used to perform his reasonability check were based on
Horizon's Survey of 20-year Capital Market Assumptions (2024 Edition).

As a point of reference, we completed 10,000 projections of future
market behavior (Monte Carlo Simulations) based on the
aforementioned inputs to assess the reasonability of the assumption.
Below summarizes the estimated probability of exceeding certain
annualized returns over a 20-year period:

Probabilities of Exceeding Certain Returns Over 20 Years
7.50% 40.2%
7.25% 44.3%
7.00% 48.4%
6.75% 52.5%
6.50% 56.1%

Distribution of Public Pension Investment Return
Assumptions Per the National Retirement
Association of Retirement Administrators (NASRA)

53
Distribution of
Latest Investment
Return Assumptions

NASRA
Apr-25
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Actuarially Determined Contribution Development
Funded Ratio - Market Value of Assets (MVA) Basis

Historical Funded Ratio - MVA
(In Millions)
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Discount Rate Sensitivity: As a point of reference, if the Long-term Rate of Return and Discount Rate assumptions were
decreased to 6.75%, the January 1, 2025 Actuarial Liability would increase by approximately $2.1M (2.0%) to $104.6M. The resulting
MVA Funded Ratio would be 79%.
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Actuarially Determined Contribution Development
Funded Ratio - Actuarial Value of Assets (AVA) Basis

Historical Funded Ratio - AVA
(In Millions)
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Discount Rate Sensitivity: As a point of reference, if the Long-term Rate of Return and Discount Rate assumptions were
decreased to 6.75%, the January 1, 2025 Actuarial Liability would increase by approximately $2.1M (2.0%) to $104.6M. The resulting
AVA Funded Ratio would be 80%.



Actuarially Determined Contribution Development

Historical and Current Year Calculation
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Historical Actuarially Determined Contributions
(In Thousands)

$4,531

$3,506

2020

mmm Actuarially Determined Contribution

2021

$3,317

$3,391

$3,281 $3,231

2022

2023 2024 2025

=#=Actual Contribution

Development of Actuarially
Determined Contribution (ADC)

a) Total Normal Cost $352,159 $283,323
b) Expected Employee

Contributions 116,873 96,626
¢) Employer Normal Cost

[(a)-(b)] 235,286 186,697
d) Amortization Payment 2,509,326 2,485,325
e) Actuarially Determined

Contribution [ (c) + (d) ] $2,744,612 $2,672,022

Commentary

» The 2025 ADC decreased slightly from the prior year due to the
continued normal cost decline with fewer actives remaining in the plan
and actual City contributions in 2024 exceeding the ADC.

+ Discount Rate Sensitivity: As a point of reference, if the Long-term Rate
of Return and Discount Rate assumptions were decreased to 6.75%, the
2025 Actuarially Determined Contribution would increase to $2,931,989.
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Contribution Projections

Projected Recommended Employer Contribution Scenarios
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Actuarial Certification (Page 1 of 2)

The enclosed actuarially determined contribution projections for the City of Grand Forks, North Dakota Pension Plan (the “Plan”) were performed as of
January 1, 2025.

The City of Grand Forks provided the participant data, financial information, and plan descriptions used in this analysis. The actuary has analyzed the data
and other information provided for reasonableness but has not independently audited the data or other information provided. The actuary has no reason
to believe the data or other information provided is not complete and accurate and knows of no further information that is essential to the preparation of
the actuarial analysis.

In our opinion, all costs, liabilities, rates of interest, and other factors underlying these actuarial computations have been determined on the basis of
actuarial assumptions and methods, which are each reasonable (or consistent with authoritative guidance) for the purposes described herein taking into
account the experience of the Plan and future expectations and which, when combined, represent our best estimate of anticipated experience under the
Plan. Additionally, the combined effect of non-prescribed assumptions is not expected to have significant bias.

The participant data, financial information, plan descriptions, actuarial methods and assumptions utilized in the 2025 contribution projections are
consistent with the 2025 actuarial valuation.

Actuarial Standard of Practice No. 56 - Modeling requires disclosure of certain information regarding the actuary’s use of models when issuing actuarial
reports for work performed on or after October 1, 2020. For this analysis, the liability calculations were determined using industry-leading defined benefit
valuation software developed and maintained by a third-party vendor. The model was designed specifically for the measurement of defined benefit pension
and postretirement medical plan liabilities and the actuary has updated the applicable parameters for the specific plan provisions and assumptions selected
for this analysis. A custom Excel-based model was used to calculate the projected contribution and asset balances.

Future actuarial measurements may differ significantly from the current measurements presented in this analysis due to such factors as the following: plan
experience differing from that anticipated by the economic or demographic assumptions; changes in economic or demographic assumptions; increases or
decreases expected as part of the natural operations of the methodology used for these measurements (such as the end of an amortization period or
additional cost or contribution requirements based on the Plan’s funded status); and changes in plan provisions or applicable law. Our scope for this
actuarial analysis did not include analyzing the potential range of such future measurements, and we did not perform that analysis.
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Actuarial Certification (Page 2 of 2)

The undersigned with actuarial credentials collectively meet the Qualification Standards of the American Academy of Actuaries to render the actuarial
opinions contained herein.

This analysis was prepared solely for the benefit and internal use of the plan sponsor. This analysis is not intended for the benefit of any other party
and may not be relied upon by any third party for any purpose, and Deloitte Consulting accepts no responsibility or liability with respect to any party
other than the plan sponsor.

To the best of our knowledge, no employee of the Deloitte U.S. Firms is an officer or director of the employer. In addition, we are not aware of any

relationship between the Deloitte U.S. Firms and the employer that may impair or appear to impair the objectivity of the work detailed in this analysis.

Michael de Leon, ASA, EA, MAAA, FCA Patrick Ecklund, ASA, EA, MAAA, FCA
Managing Director Manager
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Deloitte

About Deloitte
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each
of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients. Please see www.deloitte.com/about for a

detailed description of DTTL and its member firms. Please see www.deloitte.com/us/about for a detailed description of the legal structure of Deloitte LLP and its subsidiaries. Certain services may
not be available to attest clients under the rules and regulations of public accounting.

Copyright © 2025 Deloitte Development LLC. All rights reserved.
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Storstad, Maureen

From:
Sent:
To:
Cc:

Subject:
Attachments:

City Council members,

Storstad, Maureen

Friday, April 18, 2025 9:27 AM

City_Council

Bochenski, Brandon; Feland, Todd; Stjern, Candice; Vatnsdal, Mike; Lundmark, Sherie;
Department_Heads

Pension Update

Grand Forks Actuarial Valuation Results 2025_20250417 .pdf

We held a pension committee meeting yesterday, April 17", This email will give you a brief summary of the status
of the City’s Defined Benefit pension plan and a preview of the staff report for Monday’s city council meeting.

Patrick Ecklund of Deloitte consulting LLP (actuary) presented the year’s performance and actuarial calculations
as of 12/31/2024. | have attached the presentation material to this email. Asin previous years, | have summed up
the plan highlights below. Please let me know if you have any questions as you review the report. This information
attached and summarized below pertains to the City Defined Benefit (Single Employer) Pension Plan. Thisis a
closed plan, as it was closed to employees 1/1/1996. The plan is managed by the ND State Investment Board.

e There are currently 374 people in the plan as of 1/1/25 (down from 377 previous year); 22 of these are
active employees (page 5)

¢ 5-year history of rate of return (page 6) averages 7.88%

» Rate of Return for 2024 was 9.3% {page 6), this is net of fees

e Assumptions (page 10) Recommended slight change in mortality assumption; Current Rate of Return
Assumption 7% in line with similar plans (page 11)

¢ Market value of assets increased from $80.5M to $83.1M (page 6,7 & 12); funding ratio on a market
value basis is 81% (page 12)

¢ Actuarial value of asset increased from $82.9M to 83.9M (page 7, 8 & 13); this is the value used in
computing the funding ratio, which is at 82% (page 13)

¢ The Plan smooths asset gains/losses over a 5-year period to produce a smoother contribution pattern

(page 8)

¢ We have 10vyears left of our 30-year amortization period to fully fund the plan
¢ Total recommended contribution is $2,672,022 (page 14). The amount budgeted (amended for
correction) across all funds is $3,152,985. The committee recommends contributing at the budgeted

level.

Thank you and have a great weekend.

Maureen

Maureen Storstad, CPA

Finance Director
City of Grand Forks
701-787-3776

mstorstad@grandforksgov.com
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