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JOHNSTON & AHLSCHWEDE, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

3545 NW 58" STREET, SUITE 325C - OKLAHOMA CITY, OKLAHOMA 73112 - (405) 917-7272

Independent Auditors’ Report

Board of Trustees
Employees’ Retirement System of Oklahoma County
Oklahoma City, Oklahoma

Report of Financial Statements

We have audited the accompanying financial statements of Employees’ Retirement System of Oklahoma
County (the System), which comprise the statement of plan net position as of June 30, 2019, and the related
statement of changes in plan net position for the year then ended, and the related notes to the financial
statements.

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 States of America; 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 error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from 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 the risks of material misstatement of the financial statements, whether due to fraud or error. Inmaking
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstance, but not for the purpose of expressing an opinion on the effectiveness of the entity’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 estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained 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 material respects, the plan net
position of Employees” Retirement System of Oklahoma County as of June 30, 2019, and the changes in
its plan net position for the year then ended in conformity with accounting principles generally accepted in
the United States of America.



Report on Comparative Information

We have previously audited the System’s June 30, 2018, financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated August 30, 2018. In
our opinion, the comparative information presented herein as of and for the year ended June 30, 2018, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the schedules of
changes in net position liability and related ratios, contributions, and actuarial assumptions, as listed in the
table of contents, be presented to supplement the financial statements. Such information, although not a
part of the financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the financial
statements, and other knowledge we obtained during our audit of the 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.

Management has omitted the Management’s Discussion and Analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the financial statements.
Such missing information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
Our opinion on the financial statements is not affected by this missing information.

Other Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedule of investments at June 30, 2019, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements
or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

Q/Mw‘%f ¢ Wpteraty, . C-

Oklahoma City, Oklahoma
October 23, 2019



EMPLOYEES' RETIREMENT SYSTEM OF OKLAHOMA COUNTY
STATEMENTS OF PLAN NET POSITION

As of June 30, 2019 (with Comparative Totals as of June 30, 2018)

June 30,
2019 2018

ASSETS
Cash and cash equivalents $ 2,318,346 $ 4,684,702
Interest receivable 64,629 4311
Investments at fair value - Note 3

Certificates of deposit 475,000 475,000

Judgments 2,632,439 585,767

Total investments 3,107,439 1,060,767

Total assets 5,490,414 5,749,780
LIABILITIES
Liabilities

Accounts payable - -
Net position restricted for pensions $ 5,490,414 $ 5,749,780

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



EMPLOYEES' RETIREMENT SYSTEM OF OKLAHOMA COUNTY
STATEMENTS OF CHANGES IN PLAN NET POSITION

For the Year Ended June 30, 2019 (with Comparative Totals for the Year Ended June 30, 2018)

Years Ended June 30,
2019 2018
Additions
Contributions - employer $ 1,209,249 $ 1,209,072
Investment income
Net appreciation in fair value of investments - -
Interest 190,063 137,927
Total investment income (loss) 190,063 137,927
Total additions 1,399,312 1,346,999
Deductions
Benefits 1,642,391 1,714,769
Administrative expenses 16,287 15,791
Total deductions 1,658,678 1,730,560
Net increase (decrease) in net position (259,366) (383,561)
Net position restricted for pensions
Beginning of year 5,749,780 6,133,341
End of year $ 5,490,414 $ 5,749,780

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



EMPLOYEES’ RETIREMENT SYSTEM OF OKLAHOMA COUNTY
NOTES TO FINANCIAL STATEMENTS

The Employees’ Retirement System of Oklahoma County administers a defined benefit plan and a
defined contribution plan for employees of Oklahoma County. In 1991 all employees were given
an option to convert from the defined benefit plan to the defined contribution plan. All employees
hired after the conversion date of the defined contribution plan are covered under the defined
contribution plan.

Note 1 - Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of the Plan are prepared under the accrual method of accounting.
Employer contributions to the plan are recognized when due. Benefits and refunds are recognized
when due and payable in accordance with the terms of the plan.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires the plan trustees to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results may differ from those estimates.

Investment Valuation and Income Recognition

The Plan’s investments are stated at fair value. Ifavailable, quoted market prices are used to value
investments. The amounts shown in Note 3 for securities that have no quoted market price
represent estimated fair value.

Purchases and sales of securities are recorded on a settlement date basis. Interest income is
recorded on the accrual basis.

Comparative Totals

The financial statements include certain prior year summarized comparative information in total but
not at the level of detail required for a presentation in conformity with accounting principles
generally accepted in the United States of America. Accordingly, such information should be read
in conjunction with the System’s financial statements for the year ended June 30, 2018, from which
the summarized information was derived.

Note 2 - Plan Description and Contribution Information

Authority

The Board of County Commissioners of Oklahoma County was authorized to establish, control and
manage the Plan under Oklahoma statues, and as such established the Board of Trustees for the
Employees Retirement System of Oklahoma County to administer the Plan. The Board of Trustees
approves any cost-of-living adjustments to the Plan as well as changes in contribution requirements.

Plan Description

The Plan is a single-employer defined benefit pension plan that covers employees of Oklahoma
County, including all departments and agencies, that were employed by the County prior to the
conversion date of the defined contribution plan in 1991, and who elected not to convert to the
defined contribution plan. The Plan provides retirement, disability, and death benefits to plan
members and their beneficiaries.



EMPLOYEES’ RETIREMENT SYSTEM OF OKLAHOMA COUNTY
NOTES TO FINANCIAL STATEMENTS

Note 2 - Plan Description and Contribution Information (continued)

Benefits

Retirement benefits are calculated by adding 2 2/3% of average compensation time years of service, not to
exceed 15 years, plus 2% of average compensation times years of service in excess of 15 years, but not over
15 years, plus 1% of average compensation times years of service in excess of 30 years, but not over five
years. Surviving spouses are eligible for 66 2/3 % of retirees’ benefits after their death. If an employee
terminates employment with fewer than 8 years of service, he is entitled to receive only his actual
contributions.

Contributions

As specified by the Plan, County officers contribute 6% of the annual compensation of their employees and
the County contributes 6% of participating employee’s salary to the Plan. During the year ended June 30,
2019 contributions were diverted from the defined contribution plan to the defined benefit plan in the
amount of $400,000 and additional contributions in the amount of $800,000 were received from the
Oklahoma County General Fund.

Administrative Costs
Administrative costs paid from the retirement fund include compensation of actuarial consultants, audit
fees and bank fees.

Net Pension Liability
The net pension liability was measured as of June 30, 2019 and the total pension liability used to calculate
the net pension liability at June 30, 2019, was determined by an actuarial valuation as of those dates.

Note 3 - Cash and Investments

The Plan’s investment policies are governed by Title 19 of the Oklahoma State Statues. The County
Treasurer shall make all decisions in accordance with the above referenced Statutes and all other applicable
Statutes. The County Treasurer shall have the authority to manage, maintain, and invest the retirement funds
in any or all of the securities described in Title 19. The purpose and main objective of an investment is to
assure the safety, liquidity and return on investments of the retirement plan.

Custodial Credit Risk - At June 30, 2019, the Plan held deposits of approximately $2,793,346 in financial
institutions, which was comprised of federal money market account $2,260,087, non-federal money market
account $10,000, repurchase agreement $48,259 and certificate of deposits $475,000. Funds are
completely insured or collateralized by Federal Depository Insurance (FDIC) and pledged collateral by the
depository bank.

The Plan held investments in the Judgments of Oklahoma County in the amount of $2,632,439. Judgments
are paid by Oklahoma County through collection of taxes.

Investment Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect
the fair market value of an investment. The Plan does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.



EMPLOYEES’ RETIREMENT SYSTEM OF OKLAHOMA COUNTY
NOTES TO FINANCIAL STATEMENTS

Note 3 - Cash and Investments (continued)

Rate of Return - The long-term expected rate of return on pension plan investments was determined using
a building-block method in which best-estimate ranges of expected future real rates of return (expected
returns, net of pension plan investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term of return by weighting the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation.

Concentration of Investment Credit Risk - The Plan places no limit on the amount it may invest in any one
issuer. The types of investments are governed by Oklahoma State Statues.

For the year ended June 30, 2019, the annual money-weighted rate of return on pension plan investments,
net of pension plan investment expense, was 3.50%. The money-weighted rate of return expresses

investment performance, net of investment expense, as adjusted for the changing amounts actually invested.

The following table represents the fair value of investments. Investments, other than U.S. Government
Securities, that represent 5% or more of the Plan’s net assets are separately identified at June 30, 2019.

Investments — nonnegotiable at cost

Certificates of Deposit ' $ 475,000
Investments — cost approach

Judgments 2.632.439

Total investments h) 3.107.439

Note 4 - Fair Value Measurements

The Plan’s investments are reported at fair value in the accompanying statement of plan net position. The
methods used to measure fair value may produce an amount that may not be indicative of net realizable
value or reflective of future fair values. Furthermore, although the Plan believes its valuation methods are
appropriate and consistent with other market participants, the use of different methodologies or assumptions
to determine the fair value of certain financial instruments could result in a different fair value measurement
at the reporting date.

The Plan categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs
are significant other observable inputs; Level 3 inputs are significant unobservable inputs.

Level 1 Inputs — None
Level 2 Inputs — None
Level 3 Inputs — The Judgments purchased from other governmental agencies are not actively traded

and significant other observable inputs are not available. Judgments are valued at $2,632,439 using
the cost approach at June 30, 2019.



EMPLOYEES’ RETIREMENT SYSTEM OF OKLAHOMA COUNTY
NOTES TO FINANCIAL STATEMENTS

Note 5 - Net Pension Liability and Actuarial Assumptions

The components of the Net Pension Liability consisted of the following at June 30, 2019:

Total Pension Liability $ 18,771,160
Plan Net Position (5.490.414)
Net Pension Liability $ 13.280.746
Plan net position as a % of the total pension liability: 29.25%
Plan Membership
Inactive plan members or beneficiaries currently receiving benefits 108
Inactive plan members entitled to but not yet receiving benefits 10
Active plan members 1
Total 119

Discount Rate and Net Pension Liability Sensitivity
Discount Rate

The discount rate used to measure the total pension liability was 2.44%. The projection of cash
flows used to determine the discount rate assumed that employee contributions, if any, will be made
at the current contribution rate and that County contributions will be made at rates equal to the
average ratio of the previous three year's contributions to actual benefit payments paid from the trust.
Based on those assumptions, the pension plan's fiduciary net position was projected to be depleted
for current members during the 2045 fiscal year. Therefore, the long-term expected rate of return
2.25% was used to discount funded projected benefit payments and the municipal bond rate 3.87%
was used to discount unfunded projected benefit payments to determine the total pension liability.
The single effective discount rate used for the accounting valuation was 2.44%.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate
The following presents the pension liability, calculated using the discount rate of 2.44%, as well as

what the net pension liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (1.44%) or 1-percenteage-point higher (3.44%) than the current rate:

1% Decrease - Current - 1% Increase -
1.44% 2.44% 3.44%
Total pension liability $20,723,454  $18,771,160  $17,129,243
Plan fiduciary net position $5,490,414 $5,490,414 $5,490,414
Net pension liability $15,233,040 $13,280,746  $11,638,829



EMPLOYEES’ RETIREMENT SYSTEM OF OKLAHOMA COUNTY
NOTES TO FINANCIAL STATEMENTS

Note 5 - Net Pension Liability and Actuarial Assumptions - continued

Total pension liability as of June 30, 2019, was determined using the following actuarial
assumptions:

Inflation 2.25% per year
Salary increases 5.00% per year
Investment rate of return 2.25% per year
Actuarial Cost Method Entry Age Method
Measurement Date July 1, 2019

Ad hoc Cost of Living Increase Not applicable

Mortality Rate RP 2000 Combined Mortality Table for males and females
projected with scale AA to 2020
Experience study None known
Retirement The earlier of age 62 or age 55 with at least 30 years of service
Interest rates Discount rate 2.44%
Expected long-term rate of return 2.25%
Municipal bond rate 3.87%

Note 6 - Subsequent Events

Management has evaluated all subsequent events through October 23, 2019, the date the financial
statements were available to be issued.
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EMPLOYEES' RETIREMENT SYSTEM OF OKLAHOMA COUNTY
SCHEDULE OF INVESTMENTS

JUNE 30, 2019
Description Rate of Interest Maturity Date Par and Cost Current Value
Certificates of Deposit
Midfirst Bank 1.980% 07/30/19 $ 225,000 $ 225,000
First Security Bank & Trust Co. 2.500% 10/19/19 250,000 250,000
Judgments
Judgment 7.50% 02/02/20 166,667 166,667
Judgment 7.50% 05/22/20 12,500 12,500
Judgment 7.50% 09/22/20 20,000 20,000
Judgment 7.50% 02/12/21 13,333 13,333
Judgment 7.50% 10/29/21 19,500 19,500
Judgment 7.50% 12/04/21 175,000 175,000
Judgment 7.50% 06/27/21 1,315,638 1,315,638
Judgment 7.50% 06/27/21 909,801 909,801

Total Investments $ 3,107,439 §$ 3,107,439




