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INDEPENDENT AUDITORS' REPORT 
 
 
The Board of Trustees of the  
New Castle County Employees’ Pension Program 
 
 
Report on the Financial Statements 

We have audited the accompanying basic financial statements of the New Castle County, Delaware 
Employees’ Pension Program (the Pension Program) as of and for the year ended June 30, 2017, and 
the related notes to the financial statements, which collectively comprise the Pension Program’s 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 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 auditors’ judgment, including the 
assessment of the 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 entity’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 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 
financial position of the Pension Program as of June 30, 2017, and the respective changes in net 
position for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 

 



The Board of Trustees of the  
New Castle County Employees’ Pension Program 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis (“MD&A”) on pages 3 - 5, the schedule of changes in net 
pension liability, the schedule of county contributions, and the schedule of investment returns on pages 
25 - 28, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board 
who considers it to be an essential part of financial reporting for placing the basic financial statements 
in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide 
any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
 

a 
 
CliftonLarsonAllen LLP 

Baltimore, Maryland 
December 9, 2017 
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This discussion and analysis of the New Castle County, Delaware Employees’ Pension Program (the 
Program) financial performance provides an overview of the Program’s financial activities for the year 
ended June 30, 2017.  Please read this discussion and analysis in conjunction with the Program’s 
financial statements, which follow this section. 

Financial Highlights 

 Net position held in trust available for plan benefits increased by $25.7 million during the year from
$400.0 million as of June 30, 2016, to $425.7 million as of June 30, 2017. The increase is primarily
driven by an increase in the fair value of investments, slightly offset by an increase in benefit
payments.

 The Program had a net investment gain of $46.0 million for the year ended June 30, 2017, compared
to a net investment loss of $8.9 million for the year ended June 30, 2016.   This net investment gain is
attributable to very favorable market conditions.

 Employer contributions increased by $0.2 million for the year ended June 30, 2017, to $15.5 million.
Contributions from other sources remained steady at $4.5 million year-over-year.

 Benefit payments to retirees increased by $1.6 million during the year from $37.7 million in FY 2016 to
$39.3 million in FY 2017.

Overview of the Financial Statements 

This financial report consists of the statement of fiduciary net position and the statement of changes in 
fiduciary net position.  These statements provide information about the financial position and activities of 
the Program as a whole.  These amounts are included in the statement of fiduciary net position in New 
Castle County’s financial statements. 

Notes to the Financial Statements 

The accompanying notes to the financial statements provide additional information that is essential for a 
comprehensive understanding of the Program’s financial condition and financial performance. The notes 
to the financial statements can be found on pages 8-23 of this report. 

Other Information 

In addition to the basic financial statements and the accompanying notes, this report also presents certain 
required supplementary information concerning the Program’s net liability as well as contributions 
required and made to the Program as of and for the year ended June 30, 2017.  Required 
supplementary information can be found on pages 25-28 of this report. 
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Analysis of Financial Position and Financial Performance 
 
The Program’s overall funding objective is to accumulate sufficient assets over time to meet its long-term 
benefit obligations as they become due.  Accordingly, collecting employer contributions as well as earning 
an adequate long-term rate of return on its investments are essential components of the Program for 
accumulating the funds needed to finance future retirement benefits. 
 
Fiscal Year 2017 Compared to 2016 
 
The following schedule depicts the balances of the Program’s allocation of investments from 2016 to 
2017.  Municipal obligations, Obligations of U.S. governments and agencies, Corporate Obligations, 
Collateralized Mortgage Obligations, and Asset Backed Securities decreased by $42.3 million collectively 
due to a restructuring of the Program’s fixed income portfolio which resulted in the liquidation of a large 
portion of these assets.  The majority of the decreases in these assets represent a reallocation to a Fixed 
Income Collective Trust while the balance remained in Cash and Cash Equivalents at June 30, 2017, as a 
transition to a new Treasury Inflation Protection Securities Fund and a Core Bond Fund was in process.  
Collective Trusts increased $35.0 million primarily due to the restructuring of the fund’s fixed income 
portfolio and the outperformance of equity based Collective Trusts, particularly the international sector 
which had a one-year investment return of 28.5%.  Common and preferred stock and mutual funds 
increased due to a favorable performance of investments in the domestic equity sector of the market, 
particularly in the latter half of the fiscal year.  Private Equity funds increased by $1.1 million due to the 
addition of an investment in a new fund. 
 

%
2017 2016 Variance Change

Cash and cash equivalents 24,529,132$     7,415,951$      17,113,181$   231%
Common and preferred stock 56,493,761      47,616,258      8,877,503      19%
Municipal obligations -                      1,840,628        (1,840,628)     -100%
Obligations of U.S. governments and agencies -                      16,020,303      (16,020,303)   -100%
Corporate obligations 8,320,747        22,491,570      (14,170,823)   -63%
Collateralized mortgage obligations 2,556,261        7,159,741        (4,603,480)     -64%
Mutual funds 69,180,658      63,559,306      5,621,352      9%
Asset backed securities 1,184,105        6,840,845        (5,656,740)     -83%
Real Estate Equity funds 9,346,200        8,987,209        358,991         4%
Collective Trusts 236,290,603     201,340,223     34,950,380     17%
Private Equity 17,188,971      16,078,326      1,110,645      7%
Total Cash, cash equivalents, and investments 425,090,438$   399,350,360$   25,740,078$   6%

 
 
As depicted in the schedule below, investment income increased significantly during the year ended June 
30, 2017, due to highly favorable market performance.  Benefit payments increased due to new retirees 
during the year.  Refunds of contributions increased due to an increased number of employees leaving 
employment with New Castle County prior to becoming vested in the Pension Plan. 
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Fiscal Year 2017 Compared to 2016 (Continued) 
 

%
Additions: 2017 2016 Variance Change
Contributions:
   Plan members 2,679,140$            2,840,013$        (160,873)$       -6%
   New Castle County 15,491,040            15,341,397        149,643          1%
   State of Delaware 1,768,307              1,693,722          74,585            4%
   Other contributions 2,909                    6,254                (3,345)             -53%
Net investment income/(loss) 46,004,094            (8,908,085)         54,912,179      616%
Total additions 65,945,490            10,973,301        54,972,189      501%

Deductions:
Benefit payments 39,290,787            37,709,970        1,580,817       4%
Refunds of contributions 232,840                103,357             129,483          125%
Administrative expenses 682,369                633,470             48,899            8%
Other expenses, net 33,285                  26,983               6,302              23%

Total deductions 40,239,281            38,473,780        1,765,501       5%
Change in net position 25,706,209$          (27,500,479)$      53,206,688$    -193%

 
Requests for Information 
 
New Castle County’s management are fiduciaries of the pension trust fund and, as such, are charged 
with the responsibility of ensuring that the Program’s assets are used exclusively for the benefit of plan 
participants and their beneficiaries.  This financial report is designed to provide an overview of the 
Program’s finances and to demonstrate accountability for the resources entrusted to the Program for the 
benefit of all of the Program’s participants.  Questions concerning any of the information provided in this 
report or requests for additional financial information should be directed to J. Brian Maxwell, Chief 
Financial Officer, New Castle County Government Center, 87 Reads Way, New Castle, Delaware 19720, 
telephone (302) 395-5170.  Visit the County’s website at www.nccde.org.   
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Assets: 
            

Cash and cash equivalents $ 24,529,132 
  
  
Receivables:  
  New Castle County 1,205,966 
  Employee Contributions          92,364 
  State of Delaware                      37,049 
    Total receivables    1,335,379 
  

      
Investments:  
  Common and preferred stock   56,493,761 
  Corporate obligations     8,320,747 
  Collateralized mortgage obligations 2,556,261 
  Mutual funds 69,180,658 
  Asset backed securities 1,184,105 
  Real Estate equity funds 9,346,200 
  Collective Trusts 236,290,603 
  Private Equity   17,188,971 
    Total investments 400,561,306 
  
    Total assets 426,425,817 

 
 
Liabilities: 
    

Vouchers payable and accrued expenses        698,572 
  
         Net position held in trust for pension benefits      $425,727,245 

 
 
 
 
The accompanying notes are an integral part of this financial statement. 
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Additions: 
    Contributions: 

Program members $2,679,140  
New Castle County 15,491,040  
State of Delaware 1,768,307 
Other contributions          2,909  
  
     Total contributions 19,941,396 

 
 
   Investment income: 
       

Net increase in fair value of investments 34,095,389 
Interest, dividends, and other income, including realized gains/losses 14,310,489 
  
Less: investment expense    2,401,784 
  
     Net investment gain 46,004,094  
  
     Total additions 65,945,490 

 
  
Deductions: 

Benefit payments 39,290,787 
Refunds of contributions 232,840 
Administrative expenses         682,369 
Other expenses, net           33,285 
  
     Total deductions    40,239,281  
  
     Change in net position                25,706,209 

     
  
Net position restricted for pensions: 
     

Beginning of year                400,021,036 
  
End of year $425,727,245 

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



NEW CASTLE COUNTY, DELAWARE EMPLOYEES’ PENSION PROGRAM 

(A Pension Trust Fund of New Castle County, Delaware) 

Notes to Financial Statements 

Year Ended June 30, 2017 

 

8 (continued) 
 

(1) Plan Description 
  
 New Castle County, Delaware Employees’ Pension Program (the Program) is a quasi-
 independent agency established as a single-employer defined benefit pension plan to provide 
 pension benefits to employees of New Castle County, Delaware (the County).  The Program is 
 considered part of the County’s financial reporting entity and is included in the County’s financial 
 statements as a pension trust fund.  These financial statements are not intended to present the 
 financial position and results of operations of the County. 
 
 The Program is governed by a twelve member board of trustees comprised of the County’s Chief 
 Financial Officer and Chief Human Resources Officer, six member employees (five of whom are 
 labor union representatives), one retired employee, and three persons not employed by or retired 
 from the County (two of whom are to be in the banking or investment security business).  All 
 board of trustees decisions concerning the Pension code must be ratified by ordinance or 
 resolution passed by the County Council before they can become effective. 
 
 The Program consists of five separate pension plans with members’ benefits varying according to 
 the plan in which they participate.  Original membership in a particular plan generally is based 
 upon the date of employment and occupation. 
 
 Upon organization of the Program, all of the assets of the County’s previously separate pension 
 plans were pooled and were made available to satisfy obligations of members under any of the 
 plans.  The County’s contributions are based on the actuarial valuation of the Program as a single 
 entity. 
 

The Program’s five retirement plans are the County Employees’ Pension Plan (the Plan), the 
Employees’ Retirement System (the System), the Alternate Pension Plan (the Closed Plan), the 
County 2011 Plan (the Hybrid Plan) and the School Crossing Guards’ Pension Plan (the Guard 
Plan).  The Closed Plan is the original County employees’ pension plan established in 1947.  In 
1972, this plan was amended and the System was established.  All County police and County 
employees, except appointments, hired after January 1, 1972, automatically became members of 
the System.  The County Code was amended in May 1979, establishing the Plan effective 
November 1979.  All eligible County nonpolice employees hired after May 1, 1979, automatically 
became members of the Plan after completing six months of service.  All eligible County 
nonpolice employees hired after October 21, 1997, could choose between the Plan and the 
System.  Effective June 24, 2011, the System was closed to new employees.  As of November 1, 
2011, the Plan was closed to new employees and participation in the Hybrid Plan is compulsory 
for eligible individuals.  In addition, nonpolice County employees have at various times been 
given the option to transfer between the three plans. 

 
 On January 1, 1992, the Guard Plan was established, at which time all eligible school crossing 
 guards were offered the option to buy into the Guard Plan through the prior service purchase 
 options.  All eligible school crossing guards become members after six months of service. 
 
 On February 1, 1993, the County Code was amended to provide: (a) a compounded 3% 
 postretirement increase for police members of the System commencing January 1, 1998, and 
 (b) that all police employees hired on or after February 1, 1993, shall become members of the 
 Delaware Municipal Police/Firefighter Pension Plan.  The County contributes to the Program for 
 County police officers who are members of the System. 
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9 (continued) 
 

 
(1) Plan Description (Continued) 
 

In December 1996, the board of trustees and the County Council approved an ordinance to allow 
certain current and former employees to retroactively transfer between the Closed Plan, the Plan 
and the System, join the Plan or the System, or buy in state service time through December 17, 
1997.  This ordinance was passed to correct past misinformation about the ability of an employee 
to buy in state service time and, thus, the possibility that some employees may have been 
deprived of the opportunity to join the Plan or the System. 

 
 On January 20, 2004, the County Code was amended to reflect the passing of an ordinance that 
 allowed certain current employees to retroactively transfer between the Closed Plan, the Plan, 
 and the System; join the Plan or System; or buy in credited service time through January 20, 
 2005.  The ordinance was passed to retain experienced officials and employees who had 
 invested more time with the County since the approval of a similar ordinance passed in 
 December 1996 and had been operating with no pension plan and no County-provided disability 
 coverage through disability retirement benefits. 
 
 On December 15, 2006, an ordinance was signed to reinstate the 10 year vesting  
 requirement for the System.  It also restricted the buy-in of other government service to full-time 
 service performed for the state or municipalities of Delaware, permits buy-in only after full 
 vesting, and restricts the buy-in or plan switching to be calculated at full actuarial cost.  
 
 Benefits Provided  
 

Program benefits are established under County Code.  The Program’s board of trustees may 
recommend changes to the benefits, but any changes must be approved by the County Council. 

 
County employees covered by the Plan and hired before December 15, 2006, become eligible for 
benefits upon 15 years of credited service and attainment of age 60, 10 years of credited service 
and attainment of age 62, 5 years of credited service and attainment of age 65, or 30 years of 
credited service.  Employees hired after December 15, 2006, become eligible upon 15 years of 
credited service and age 60, 10 years of credited service and age 62, or 30 years of credited 
service.  The amount of the monthly service or disability pension payable to a Plan member 
equals 1/60 of his or her final average compensation multiplied by the number of years of his or 
her credited service, taken to the nearest 1/12 of a year, provided that: 

 
A. Beginning no earlier than age 62, the service pension payable shall in no case exceed 

1% of final average compensation plus 0.5% of final average compensation in excess of 
30% of covered compensation plus 0.5% of final average pay in excess of covered 
compensation, the sum of which is multiplied by years of service not in excess of 30 and: 

 
B. The disability pension, when combined with the disability or old age insurance benefit for 

which he or she is eligible under the federal Social Security Act, without taking into 
account any increases in such benefit after payments commence, shall not exceed 75% 
of final average compensation. 

 
 For participants who are age 55 prior to January 1, 1997, benefits shall not be less than 75% of 
 final average compensation less the age 62 Social Security benefit;  the result to be multiplied by 
 a ratio not to exceed 1, the numerator of which is the participant’s years of credited service and 
 the denominator of which is 30 years.  Benefits are proportionately less for members with less 
 than 30 years of credited service.  
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(1) Plan Description (Continued) 
 

County nonpolice employees covered by the System and hired before December 15, 2006, 
become eligible for benefits at age 60, 55, or 50, provided they have completed at least 5, 15, or 
25 years of service, respectively, or at any age upon attaining 30 years of credited service.  
Nonpolice employees hired after December 15, 2006, become eligible for benefits at age 60, 55, 
or 50, provided they have completed at least 10, 15, or 25 years of service, respectively, or at any 
age upon attaining 30 years of credited service.  Police members become eligible to retire after 
20 years at any age or at age 50 with at least 10 years of service and have not obtained a refund. 
Police are subject to mandatory retirement at age 55.  Normal monthly retirement benefits for 
nonpolice System members are calculated based upon a monthly average of the member’s 
highest base salary or wage, excluding overtime and shift premium compensation, for 36 months 
(12 months for police members with at least 15 years of credited service), whether or not 
consecutive, multiplied by a specific percentage that ranges from 1.7% to 2.5% and multiplied by 
years of service. Police pensions are calculated at 2.5% of final average salary for each year of 
police service.  Benefits are limited to 80% of the average salary calculated above. Service 
retirement benefits for nonpolice employees are automatically increased January 1st each year 
by 2% of the initial benefit beginning the earlier of five years of retirement or attaining age 60 and 
one year of retirement.  Service retirement benefits for police members are automatically 
increased each year beginning after three years of retirement or age 60 and 1 year of retirement 
by a 3% cost of living adjustment compounded annually. 

  
Under the Closed Plan, County members are eligible for benefits upon completion of 20 years of 
credited service or at age 60 and completion of 15 years of credited service.  Normal monthly 
retirement benefit is calculated based upon a monthly average of a member’s highest wage, 
excluding overtime and shift premium compensation, for 60 consecutive months, multiplied by 
2.5% and further multiplied by the total years of service.  Benefits range from a minimum of $200 
per month to a maximum of $300 per month. 

 
Under the Guard Plan, members hired before December 15, 2006, become eligible for benefits 
upon 15 years of credited service and attainment of age 60, 10 years of credited service and 
attainment of age 62, 5 years of credited service and attainment of age 65, or 30 years of credited 
service.  Employees hired after December 15, 2006, become eligible upon 15 years of credited 
service and age 60, 10 years of credited service and age 62, or 30 years of credited service. The 
annual service retirement benefit is equal to $10 per month for each year of credited service. 

 
Under the Hybrid Plan, members hired after November 1, 2011, become eligible for benefits upon 
10 years of credited service and attainment of age 65, or if they are an Emergency Responder 
with 10 years of credited service and attainment of age 60, or upon 30 years of credited service, 
regardless of age.  The amount of monthly service retirement benefit is equal to 1% of his or her 
final average salary multiplied by the number of years and partial years of credited service, taken 
to the nearest month. 

 
 The Program also provides death and disability benefits. 
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(1) Plan Description (Continued) 
 
 Plan membership 
 
 As of January 1, 2017, the Program membership consisted of the following: 
  
 Retirees and beneficiaries currently receiving benefits: 

Plan participants 167 
System participants 1,110 
Closed Plan participants   31 
Guard Plan participants      48 
   Total retirees and beneficiaries currently receiving benefits 1,356 

 
  
 Terminated employees entitled to but not yet receiving benefits: 

Plan participants 26 
System participants 59 
Closed Plan participants   1 
Guard Plan participants    10 
   Total terminated employees entitled to but not yet receiving benefits 96 

 
   
 Active Program members, vested: 

Plan participants 136 
System participants 587 
Closed Plan participants   5 
Guard Plan participants   57 
   Total active Program members, vested 785 

 
        
 Active Program members, nonvested: 

Plan participants 15 
System participants 92 
Closed Plan participants   26 
Guard Plan participants  174 
   Total active Program members, nonvested 307 

 
  
(2) Summary of Significant Accounting Policies 
           
  (a) Basis of Accounting 
  

The Program’s financial statements are prepared on the accrual basis of accounting, 
under which expenses are recorded when the liability is incurred and revenues are 
recorded in the accounting period in which they are earned and become measurable.  
Member, State of Delaware, and employer contributions are recognized in the period in 
which employee salaries are reported.  Benefits and refunds are recognized when due 
and payable in accordance with the terms of the Program. 
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(2) Summary of Significant Accounting Policies (Continued) 
 

 
(b) Investments and Cash Equivalents 

 
New Castle County categorizes its fair value investments within the fair value hierarchy 
established by generally accepted accounting principles, as follows: 

 
 Level 1 – Valuations based on unadjusted quoted prices for identical assets or 

liabilities in active markets; 
 

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

 
 Level 3 – Valuations derived from valuation techniques in which one or more 

significant inputs or significant value drivers are unobservable, such as pricing 
models, discounted cash flow models and similar techniques not based on market, 
exchange, dealer or broker-traded transactions. 

 
In addition to the three levels, if an investment does not have a readily determined fair 
value, the investment can be measured using the net asset value (NAV) per share. 
Investments in private equity funds and collective trusts are valued at the NAV based on 
information provided by the respective fund managers. 
 
Purchases and sales are recorded on a trade-date basis.  Unsettled investment sales are 
reported as investment proceeds receivable, and unsettled investment purchases are 
reported as investment purchases payable.  Interest income is reported as earned, and 
dividend income is reported as dividends are declared.  Investment expenses consist of 
investment managers’ fees and those administrative expenses directly related to the 
Program’s investment operations. 

 
All highly liquid debt instruments purchased with an original maturity date of three months 
or less at the date of acquisition are considered cash equivalents and are reported at 
cost, which approximates fair value. 
 

 (c) Tax Status 
  

The Program is exempt from federal income tax under Section 115, sections 401(a) and 
501(a) of the Internal Revenue Code.  
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(3) Deposits and Investments

(a) Deposits:

The carrying amount of the cash deposits and cash on hand as of June 30, 2017 is $2,037,100.  The 
bank balances were $2,558,345. Of the bank balances, $510,749 is covered by federal depository 
insurance. The remaining bank balance is uncollateralized. 

(b) Investments:

The following is a schedule which details the Pension Trust fund’s investments. 

Investment Type Fair Value 
Credit 
Rating 

Rating 
Agency 

Corporate Obligations $167,590 AA- S&P 
Corporate Obligations 213,956 A2 Moody's 
Corporate Obligations 227,271 A S&P 
Corporate Obligations 410,754 A3 Moody's 
Corporate Obligations 434,498 A- S&P
Corporate Obligations 2,015,473 Baa1 Moody's
Corporate Obligations 184,762 BBB+ S&P
Corporate Obligations 2,060,329 Baa2 Moody's
Corporate Obligations 731,171 Baa3 Moody's
Corporate Obligations 93,005 BBB- S&P
Corporate Obligations 774,230 Ba1 Moody's
Corporate Obligations 1,007,708 NR

   Subtotal - Corporate Obligations 8,320,747 

Collateralized Mortgage Obligations 1,933,743 Aaa Moody’s

Collateralized Mortgage Obligations 622,517 AAA  S&P 
Collateralized Mortgage Obligations   1 NR

Subtotal - Collateralized Mortgage       
Obligations 2,556,261

Other Asset Backed Securities 941,449  Aaa Moody’s
Other Asset Backed Securities    242,656 NR
   Subtotal - Other Asset Backed Securities 1,184,105 

   Subtotal Debt Securities 12,061,113 
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(3) Deposits and Investments (Continued)

(b) Investments (Continued):

Investment Type Fair Value 
 

Common and Preferred Stock $56,493,761 
Mutual Funds 69,180,658 
Real Estate Equity Funds     9,346,200 
   Subtotal Equity Securities 135,020,619 

Collective Trusts 236,290,603 
Private Equity 17,188,971 

  Total Investments 400,561,306 

Short-Term Investment Trusts (included in cash 
equivalents) 22,492,032

  Total $423,053,338 

Investment Maturities (In Years) 

Investment Type Fair Value Less than 1 1 – 5 6 – 10 10 + 
Interest 

Rate 

Corporate Obligations $8,320,747 $152,423 $3,035,049 $2,723,998   $2,409,277 1.72-5.18% 

Collateralized Mortgage
   Obligations 2,556,261 -     -    - 2,556,261 0.00-2.90% 

Asset Backed Securities 1,184,105 - . 557,462 286,435      340,208 1.74-4.04% 

 Total $12,061,113 $152,423 $3,592,511 $3,010,433 $5,305,746 

(c) Interest Rate Risk

The Pension fund’s long-term investment objective is to achieve a total rate of return, net
of fees, which exceeds the actuarial return assumption used for funding purposes.  The
Pension Trust fund’s investment policy states that investment managers who use
derivatives in a portfolio must monitor changing risk exposures to ensure that they
comply with duration and other risk exposure limits specified in the manager’s guidelines
on an ongoing basis.



NEW CASTLE COUNTY, DELAWARE EMPLOYEES’ PENSION PROGRAM 

(A Pension Trust Fund of New Castle County, Delaware) 

Notes to Financial Statements 

Year Ended June 30, 2017 

 

15 
 

 
 
(3) Deposits and Investments (Continued) 
 

(d) Credit Risk 
  

New Castle County Code, chapter 26 authorizes the Board of Trustees of the New Castle 
County Employees’ Pension Program to manage the investment of the plan’s assets.  
Per the Pension program’s investment policy, the allowable investments are:  1) equities 
(developed, global, and emerging markets), including common and preferred stocks of 
companies domiciled both within the U.S. and outside the U.S. that trade on U.S. or 
foreign exchanges and over the counter; 2) fixed income (developed, global and 
emerging markets), including U.S. Government and Federal Agency obligations, non-
U.S. government/entities, corporate bonds, debentures, commercial paper, certificates of 
deposit, Yankee bonds, mortgage-backed securities and other domestically issued fixed 
income instruments deemed prudent by the investment managers, as well as high yield 
and multi-sector management; 3) mutual funds and other types of commingled vehicles 
under 1) and 2); and  4) other assets, professionally managed commingled funds 
investing predominantly in real assets, real estate, hedge funds, private equity and 
opportunistic debt, and other types of risk parity/global asset allocation strategies that 
may include some of the vehicles listed above. 

 
 

(e) Concentration of Credit Risk 
  

The Program’s investment policy states that no more than 10% of any fixed income 
manager’s portfolio will be invested in the securities of any single issuer at the time of 
purchase except for obligations of the U.S. Government, which may be held without 
limitation.  There were no concentration of credit risk issues as of June 30, 2017. 
 
 

(f) Foreign Currency Risk 
 

Foreign currency risk is the risk that changes in exchange rates will adversely affect the 
fair value of an investment or a deposit.  The Investment Policy does allow the plan to 
invest in foreign currency denominations. The Plan had no assets as of June 30, 2017 
which were held in foreign currency denominations. 

 
 
(g) Concentrations of Investments 

  
There were no individual investments that represent more than five percent of the 
Pension Program net position that are required to be disclosed. 
 
 

(h) Annual Money-Weighted Rate of Return 
  

For the year ended June 30, 2017, the annual money-weighted rate of return on pension 
program investments, net of pension program investment expense, was 11.87%.  The 
money-weighted rate of return expresses investment performance, net of investment 
expense, adjusted for the changing amounts actually invested. 
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(3) Deposits and Investments (continued) 
 

(i) Investment Policy 
  

The New Castle County Employees’ Pension Program’s asset allocation policy has been 
established and may be amended by a majority vote of its Board of Trustees.  The Board 
developed this policy after careful examination of the historical relationships of risk and 
return among asset classes with the intent of providing the greatest probability of meeting 
or exceeding the Program’s return objectives with the lowest possible risk through 
diversification in a broad range of asset classes.  The policy statement is reviewed and 
updated, annually.   
 
The Board’s adopted asset allocation policy as of June 30, 2017 is as follows:  
 

Asset Class Target Allocation 
Domestic Equity 23% 
International Equity 15% 
Emerging Market Equities 2% 
Fixed Income 29% 
Emerging Market Debt 5% 
Global Tactical Asset Allocation 10% 
Hedge Funds 5% 
Private Equity 5% 
Real Estate 5% 
Cash 1% 

Total 100% 
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(4) Fair Value Measurement of Investments 
 

The Pension Trust has the following recurring fair value measurements as of June 30, 2017: 
 
Investments and Derivative Instruments Measured at Fair Value 
 

Fair Value Measurements Using 
Quoted Prices in 
Active Markets 

for 
Identical Assets 

(Level 1) 

Significant 
Other 

Observable 
Inputs 

(Level 2) 

Significant 
Unobservable 

Inputs 
(Level 3) 

Balance 
as of 

June 30, 
2017 

Investments by fair value level 
Debt Securities 

Corporate Bonds  $                   -   $8,320,747   $              -   $8,320,747  
Asset Backed Securities                       -        1,184,105                  -      1,184,105  
Collateralized Mortgage Oblig.                       -    2,556,261                  -    2,556,261  

Total Debt Securities                       -  12,061,113                  -  12,061,113  

Equity Securities     
Energy 3,271,533                      -                  -  3,271,533  
Consumer discretionary  5,092,931                      -                  -   5,092,931  
Health care   6,969,090                      -                  -    6,969,090  
Materials   1,935,249                      -                  -    1,935,249  
Consumer staples     2,637,922                      -                  -      2,637,922  
Information Technology    10,262,216                      -                  -     10,262,216  
Industrials    7,900,086     7,900,086  
Telecommunications   643,513                      -                  -    643,513  
Real Estate  3,509,406                      -                  -   3,509,406  
Utilities  1,688,094                      -                  -   1,688,094  
Financials 12,583,721                      -                  -  12,583,721  
Real Estate Equity funds 9,088,074       258,126                  -   9,346,200  

Mutual Funds     

Equity mutual funds 51,082,144                     -                  - 51,082,144 

Fixed income mutual funds 18,098,514                     -                  - 18,098,514 
Total investments in equity securities 
  and mutual funds 134,762,493       258,126                  -  135,020,619  
 

    
Total investments by fair value level 134,762,493  12,319,239                  -  147,081,732  
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(4)  Fair Value Measurement of Investments (Continued) 
 
Investments measured at the net asset value 
(NAV) 
 
Investments in private equity 
funds                 -                  -                     -  $17,188,971  
Collective Trusts - Hedge funds                       -                      -                  - 9,846,276  
Collective Trusts - Real Estate 
funds                       -                      -                  - 14,940,278  
Collective Trusts - Equities                       -                      -                  -  124,097,528  
Collective Trusts - Fixed Income                       -                      -                  -    87,406,521  
Total investments measured at 
the NAV                       -                      -                  -  

  
253,479,574  

Total investments  $   134,762,493   $   12,319,239  $                -  $400,561,306  
 

Debt and equity securities classified in Level 1 of the fair value hierarchy are valued using prices 
quoted in active markets for those securities.  Debt securities classified in Level 2 of the fair value 
hierarchy are valued using a matrix pricing technique.  Matrix pricing is used to value securities 
based on the securities’ relationship to benchmark quoted prices.   There were no investments 
measured with Level 3 inputs. 

 
The valuation method for investments measured at the net asset value (NAV) per share (or its 
equivalent) is presented on the following table. 
 

Investment Fair Value 
Unfunded 

Commitments 
Redemption 
Frequency 

Redemption 
Notice 
Period 

Private equity investments $17,188,971  $6,010,792 N/A N/A 
Collective Trusts - Hedge funds 9,846,276  - Quarterly 90-95 days 
Collective Trusts - Real Estate 
Funds 14,940,278  - Quarterly 45 days 
Collective Trusts – Equity Funds 124,097,528  -  Daily 0-2 days 
Collective Trusts - Fixed Income   87,406,521           -        . Daily 0 days 

Total $253,479,574  $ 6,010,792 
 
 
Private Equity Funds consist of investments in limited partnerships.  The private equity 
investments span the venture capital, growth equity, fund of funds, energy and buyout strategies. 
Private equity is considered an illiquid investment strategy as funds generally have a life span of 
seven to 10 years. The nature of investments in this type is that distributions are received through 
the liquidation of the underlying assets of the fund.  The fair values of the investments in this type 
have been determined using percent ownership of the NAV of the fund. 
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(4)  Fair Value Measurement of Investments (Continued) 
 

Investments and Derivative Instruments Measured at Fair Value (Continued) 
 
Collective Trusts-Hedge Funds consists of investments in two investment trusts. The objectives of 
the Funds are to seek total return by managing a broad opportunity set of asset classes including, 
but not limited to, global equities, global bonds, commodities, currencies and cash. These 
investments are valued at the net asset value (NAV) of units of the collective trust. The NAV, as 
provided by the trustee, is used as a practical expedient to estimate fair value. The NAV is based 
on the fair value of the underlying investments held by the fund less its liabilities.  

 
Collective Trusts-Real Estate funds consists of an investment in one trust, the objective of the 
fund is to identify estate projects with stabilized occupancies, that produce a relatively high level 
of current income combined with moderate appreciation potential. These investments are valued 
at the net asset value (NAV) of units of the collective trust. The NAV, as provided by the trustee, 
is used as a practical expedient to estimate fair value. The NAV is based on the fair value of the 
underlying investments held by the fund less its liabilities.  

 
Collective Trusts-Equity Funds consists of investments in three investment trusts. The Fund’s 
investment objective is to seek long-term capital appreciation through equity securities of 
companies located in emerging market countries. These investments are valued at the net asset 
value (NAV) of units of the collective trust. The NAV, as provided by the trustee, is used as a 
practical expedient to estimate fair value. The NAV is based on the fair value of the underlying 
investments held by the fund less its liabilities.  

 
Collective Trusts-Fixed Income Funds consists of an investment in two trusts, the objective of the 
fund is to outperform the Barclays Capital U.S. Government/Credit Index and the Barclays US 
Aggregate Total Return Index. These investments are valued at the net asset value (NAV) of 
units of the collective trusts. The NAV, as provided by the trustee, is used as a practical expedient 
to estimate fair value. The NAV is based on the fair value of the underlying investments held by 
the fund less its liabilities.  
 

(5)        Contributions 
  

The requirements for County and employee contributions are established under County Code.  
The Program’s board of trustees may recommend changes to the contributions, but any changes 
must be approved by the County Council.  The County’s contributions are required by County 
Code to be based on an actuarial valuation that considers the normal cost of the Program plus an 
amortization of the Program’s unfunded  actuarial liability on a sound actuarial basis. 

 
Under County Code, Plan employees are required to contribute 3% of their total compensation 
exceeding $115 per week plus 2% of the portion that exceeds the Social Security maximum wage 
base.  Police officers and other System employees are required to contribute 7% and 5% of their 
base salary or wage, respectively.  Closed Plan employees make no contributions.  Guard Plan 
employees are required to contribute $10 (pretax) per biweekly pay period during the ten-month 
school year.  Hybrid Plan employees are required to contribute 3% of their base salary.  In 
addition, if the recommended contribution of the Board exceeds 10% of total base salary of all the 
members of the Hybrid Plan, membership contributions for the twelve month period starting July 
1st following the determination of the recommended contribution by the Board will be increased to 
the extent that the recommended contribution exceeds 10 percent. 



NEW CASTLE COUNTY, DELAWARE EMPLOYEES’ PENSION PROGRAM 

(A Pension Trust Fund of New Castle County, Delaware) 

Notes to Financial Statements 

Year Ended June 30, 2017 

 

20 
 

  
(5)        Contributions (Continued) 
 
 Under the provisions of state law, the State of Delaware also contributes to the System for police 
 employees from taxes received on certain insurance premiums.  The contribution is based on the 
 number of County police members covered by the System in relation to all state, county, and 
 municipal police officers covered by pension plans that are eligible to share in the distribution of 
 the premium tax.  The tax on insurance premiums also provides a pool of funds for the Police 
 COLA’s. 
 
 Administrative expenses, which are paid to the County, are paid from Program revenues. 
 
 For police employees, the County contributes the difference between 17.06% of the salary of 
 police officers covered by the Delaware Municipal Police/Firefighter Pension Plan and a rate 
 determined by the actuaries associated with Delaware Municipal Police/Firefighter Pension Plan,   
 plus the County’s contribution given to all County employees based on the actuarial valuation of 
 the County’s Employees’ Retirement Plan discussed above.  The County’s actuarial valuation 
 includes the actuarial present value of an ad-hoc compounded 3% postretirement increase that 
 was provided to police members of the System commencing January 1, 1998.  That benefit is 
 being financed by police employees and County and State contributions.  The value of 
 contributions received through June 30, 2017 for that enhanced postretirement increase is 
 $877,441.  
.   
 
 
(6)        Risk Management 
  
 The Program is exposed to risk of loss arising from errors and omissions on the part of board 
 members and to claims from members and beneficiaries related to benefit coverage and 
 payments.  The Program purchases fiduciary liability insurance for board members; there have 
 been no claims against those policies in the past three years.  The Program has no insurance 
 against claims related to benefit coverage and payments.  If such an event were to occur, then 
 the additional costs would be recovered by the Program through adjustment to the County or 
 members’ contribution rates. 
 
 
(7) Components of Net Pension Liability 
 
 The components of net pension liability of the County as of June 30, 2017 are as follows: 
 
 
 
 
 
 
 
 
  

 Total for System 
Total Pension Liability $589,509,112 

Fiduciary Net Position $425,727,245 
Net Pension Liability $163,781,867 
Fiduciary Net Position as a percentage of Total 
Pension Liability 

72.2% 
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(8)        Actuarial Methods and Assumptions 
 

The accumulated program benefits are those future payments that are attributable under the 
Program’s provisions to the service that employees have already rendered. Accumulated 
program benefits include benefits expected to be paid to (a) retired or terminated employees or 
their beneficiaries, (b) beneficiaries of employees who have died, and (c) present employees or 
their beneficiaries. Accumulated program benefits for all employees are based on the employee’s 
compensation and credited service to the date for which the benefit information is presented (the 
valuation date). Benefits payable under all circumstances (retirement, death and termination of 
employment) are included to the extent they are deemed attributable to employee service 
rendered to the valuation date.  
 
The actuarial present value of the accumulated program benefits is determined by an 
independent actuary and is the amount that results from applying actuarial assumptions to adjust  
the accumulated program benefits to reflect the time value of money (through discounts for 
interest) and the probability of payment (by means of decrements for death, withdrawal or 
retirement) between the valuation date and the expected date of payment.  

 
Significant assumptions underlying the actuarial valuation as of January 1, 2017, were as follows: 
 
Valuation date     January 1, 2017 
Actuarial cost method    Entry age normal 
Amortization method    Level dollar  
Amortization period    20 years 
Asset valuation method    5-year smoothing method 
 
Mortality rates were based on the RP-2000 Combined Healthy Mortality Table for Males or    
Females, as appropriate, with adjustments for mortality improvements based on Scale BB 
(projected to 2011).  An alternate table was used for the valuation of disabled members. 
 
 
The actuarial valuations are used to determine the contributions to be made by the County in the 
fiscal year starting six months after the valuation date.  For example, the January 1, 2016 valuation 
is used to establish the contribution level for the year ended June 30, 2017. 
 
Long-Term expected rate of return 
 
The long-term expected rate of return on pension program investments was determined using a 
building-block method in which best-estimates of expected future real rates of return (expected 
returns, net of pension program investment expense and inflation) are developed for each asset 
class.  These ranges are combined to produce the long-term expected rate of return by weighting 
the expected future real rates of return by the target asset allocation percentage and by adding 
expected inflation.  This is then modified through a Monte-Carlo simulation process, by which a 
(downward) risk adjustment is applied to the baseline expected return. 
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(8)      Actuarial Methods and Assumptions (Continued) 

 
Long-Term expected rate of return (Continued) 
 
Best estimates of arithmetic real rates of return for each major asset class included in the pension 
program’s target asset allocation as of June 30, 2017, and the final investment return assumption, 
are summarized in the following table: 
 
 
 

Asset Class 

Long-
Term 

Expected 
Real 

Return - 
Portfolio Weight 

Domestic Equity 5.75% 23% 

International Equity  6.25% 17% 

Fixed Income – U.S. 2.75% 31% 

Global Asset Allocation  5.00% 10% 

Opportunistic Debt 2.70% 3% 

Real Estate 4.45% 5% 

Private Equity 7.80% 5% 
Hedge Funds 3.80% 5% 
Cash Equivalents 0.85% 1% 

Total Weighted Average Real Return 4.63% 100% 

   

Plus inflation 3.00%  

Total return without Adjustment 7.63%  

Risk adjustment -0.38%  

Total Expected Return 7.25%  

 
 
Discount Rate 
 
The discount rate used to measure total pension liability was 7.25%.  The projection of cash flows 
used to determine the discount rate assumed that plan member contributions will be made at the 
current contribution rate and that County contributions will be made at rates equal to the difference 
between actuarially determined contribution rates and the member rate. 
 
Based on those assumptions, the pension program’s fiduciary net position was projected to be 
available to make all projected future benefit payments of current plan members. 
 
Therefore, the long-term expected rates of return on pension plan investments was applied to all 
periods of projected benefit payments to determine the total pension liability. 
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(8)      Actuarial Methods and Assumptions (Continued) 

 
Sensitivity of the net pension liability to changes in the discount rate 
 
The following presents the net pension liability of the County, calculated using the discount rate of 
7.25%, as well as what the County’s net pension liability would be if it were calculated using a 
discount rate that is 1.00% lower or 1.00% higher than the current rate: 
 
 
 1% 

Decrease 
Current 

Discount 
Rate 

1% 
Increase 

Discount rate 6.25% 7.25% 8.25% 

Total Pension Liability $652,751,285 $589,509,112 $532,209,982 

Plan Net  Position $425,727,245 $425,727,245 $425,727,245 
Net Pension Liability $227,024,040 $163,781,867 $106,482,737 

Ratio of Plan Net Position to Total Pension Liability 65.2% 72.2% 80.0% 

 
 
 (9) Net Pension Liability 

 
The Plan’s change in Total Pension Liability, Plan Fiduciary Net Position, and Net Pension Liability 
for the year ended June 30, 2017, were as follows: 

 
 

Increase (Decrease) 
 

 Total Pension 
Liability 

 
(a) 

Plan Fiduciary 
Net Position 

 
(b) 

Net Pension 
Liability 

 
(a) – (b) 

Balances at 6/30/16 $583,995,260 $400,021,036 $183,974,224 
Changes for the year:    
    Service cost 7,700,742 - 7,700,742 
    Interest 41,203,676 - 41,203,676 
    Differences between   
    expected and actual experience (2,077,314) - (2,077,314) 
    Changes in assumptions (1,789,625) - (1,789,625) 
    Contributions – employer - 17,259,347 (17,259,347) 
    Contributions – employee - 2,679,140 (2,679,140) 
    Net investment income - 46,007,003 (46,007,003) 
    Benefit payments, including  
    refunds of employee contributions (39,523,627) (39,523,627) - 
    Administrative expense - (715,654) 715,654 
           Net changes 5,513,852 25,706,209 (20,192,357) 
Balances at 6/30/17 $589,509,112 $425,727,245 $163,781,867 
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Schedule of Changes in Net Pension Liability* 

 
 

Total Pension Liability Fiscal Year 
2017 

Fiscal Year 
2016 

Fiscal Year 
2015 

Fiscal Year 
2014 

Service Cost $7,700,742 $7,847,444 $7,733,029 $7,803,030 
Interest 41,203,676 40,893,316 40,243,005 43,328,727 
Changes in benefit terms -   -   -   -   
Difference between expected and 
actual experience 

(2,077,314)  1,314,713  1,188,291  -   

Changes in assumptions (1,789,625)  11,647,493  721,980  -   
Benefit payments, including 
refunds 

(39,523,627) (37,813,325) (36,345,952) (34,213,002) 

Net Change in Total Pension 
Liability  

$5,513,852 $23,889,641 $13,540,353 $16,918,755 

     
     
Total Pension Liability – 
Beginning of Year 

583,995,260 560,105,619 546,565,266 529,646,511 

Total Pension Liability – End of 
Year 

589,509,112 583,995,260 560,105,619 546,565,266 

     
     
Plan Fiduciary Net Position     
Contributions - employer $17,259,347 $17,035,119 $18,025,370 $13,672,749 
Contributions – member 2,679,140 2,846,267 2,779,085 2,845,513 
Net investment income (loss) 46,007,003 (8,908,085) 15,220,117 48,084,200 
Benefit payments, including 
refunds 

(39,523,627) (37,813,327) (36,345,952) (34,213,002) 

Administrative expenses (682,369) (660,453) (581,179) (642,018) 
Other expenses            (33,285)                   -                   -                   - 
Net Change in Fiduciary Net 
Position 

$25,706,209 ($27,500,479) ($902,559) $29,747,442 

     
Plan Fiduciary Net Position - 
Beginning of Year 

400,021,036 427,521,515 428,424,074 398,676,632 

Plan Fiduciary Net Position - End 
of Year 

425,727,245 400,021,036 427,521,515 428,424,074 

     
     
Net Pension Liability – Beginning 
of Year 

$183,974,224 $132,584,104 $118,141,192 $130,969,879 

Net Pension Liability – End of 
Year 

$163,781,867 $183,974,224 $132,584,104 $118,141,192 

     
Plan Fiduciary Net Position as a 
percentage of Total Pension 
Liability 72.2% 68.5% 76.3% 78.4% 
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Schedule of Changes in Net Pension Liability* (Continued) 
 
 

 Fiscal Year 
2017 

Fiscal Year 
2016 

Fiscal Year 
2015 

Fiscal Year 
2014 

     
Covered Employee Payroll $61,704,013 $61,711,130 $62,272,733 $62,346,860 
 
Net Pension Liability as a 
percentage of Covered 
Payroll 265.4% 298.1% 212.9% 189.5% 

 
 
 
 
 
*A full 10-year trend is unavailable at this time, so per GASB 67 standards, this schedule covers the time period in which data was 
available for the Pension plan. 
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Actuarial assumptions 
 
The total pension liability was determined by an actuarial valuation as of January 1, 2017, using 
the following actuarial assumptions, applied to all periods included in the measurement: 
 
     Investments rates of return  7.25%, net of investment expense and including 

inflation 
      
     Discount Rate 7.25%  
      
     Projected salary increases  4.0% (6.0% for General employees with less 

than 10 years of service) 
      
     Inflation rate     3.0% 
      
     Postretirement benefit increase 2% for System benefits and 3% for police    

participation after a specified waiting period. 
None for Plan members, alternative retirees, or 
survivors. 

 
Cost-of-living adjustments   None 
 
Actuarial Method    Entry Age 

 
  
 Mortality rates were based on the RP-2000 Combined Healthy Mortality Table for Males and    

Females, as appropriate, with adjustments for mortality improvements based on Scale BB 
(projected to 2011).  An alternate table was used for the valuation of disabled members. 

 
 A full experience study was conducted in 2013, and several assumptions were updated.  The 

next study is scheduled for 2018. 
 
 Changes in actuarial assumptions: There were no changes in actuarial assumptions since the 

prior year, except for the change in the discount rate from 7.22% to 7.25%. 
 
 

Annual money-weighted rates of return (net of investment 
expense) 

Fiscal Year Return 
2017 11.87% 
2016 -2.14% 
2015 3.64% 
2014 12.38% 
2013 11.70% 
2012 -1.98% 
2011 21.21% 
2010 14.39% 
2009 -22.05% 
2008 -6.64% 

 

 
 


