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INDEPENDENT AUDITORS' REPORT

Plan Administrator and Deputy Administrator, Finance and Administration
Maryland Transit Administration Pension Plan
Baltimore, Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the Maryland Transit Administration
Pension Plan (the Plan), a fiduciary fund of the Maryland Department of Transportation, as of and for
the year ended June 30, 2020, and the related notes to the financial statements, which collectively
comprise the Plan’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.

A member of

@ Nexia

International



Plan Administrator and Deputy Administrator, Finance and Administration
Maryland Transit Administration Pension Plan

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Plan as of June 30, 2020, and the respective changes in financial
position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, schedule of changes in net pension liability and related ratios,
schedule of employer contributions, and schedule of investment returns 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.

Y
CliftonLarsonAllen LLP

Baltimore, Maryland
January 19, 2021



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Management’s Discussion and Analysis
As of June 30, 2020

This discussion and analysis of the Maryland Transit Administration’s (MTA) Pension Plan’s (the
Plan) financial performance provides an overview of the Plan’s financial activities for the years
ended June 30, 2020 and 2019. Please read this discussion and analysis in conjunction with the
Plan’s financial statements, which follow this section.

Financial Highlights

e The Plan’s net position increased by $13.6 million during the year from $322.3 million as of
June 30, 2019, to $335.9 million as of June 30, 2020. The increase in the Plan’s net position is
due primarily to net investment income and contributions exceeding benefit payments. The
Plan had net investment income and changes in market value of $12.8 million for the year
ended June 30, 2020, compared to $24.3 million for the year ended June 30, 2019, which
reflected a reduction due to the change in fair market value of the Plan’s investments.

Overview of the Financial Statements

This financial report consists of the statement of net position held in trust for pension benefits and
the statement of changes in the Plan net position for the Plan benefits. These statements provide
information about the financial position and activities of the Plan as a whole. These amounts are
included in the statement of fiduciary net position in the Maryland Department of Transportation’s
financial statements, available at https://mdot.maryland.gov/tso/pages/Index.aspx?Pageld=53

Notes to the Financial Statements

The accompanying notes to the financial statements provide additional information that is essential
for a comprehensive understanding of the Plan’s financial condition and financial performance.
The notes to the financial statements can be found on pages 9-21 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 Plan’s net pension liability as well as
contributions required and made to the Plan as of and for the year ended June 30, 2020. Required
supplementary information can be found on pages 23-25 of this report.



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Management’s Discussion and Analysis
As of June 30, 2020

Analysis of Financial Position and Financial Performance

The Plan’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 and employee
contributions as well as earning an adequate long-term rate of return on its investments are
essential components of the Plan for accumulating the funds needed to finance future retirement
benefits.

Fiscal Year 2020 Compared to 2019

Cash and cash equivalents and investments, at fair value, comprised 99% and 97% of the total
assets held in trust available for benefits as of June 30, 2020 and 2019, respectively.

The following schedule depicts the balances of the Plan’s investments and the change from 2019
to 2020. The $5.1 million increase in the alternative investment pool was primarily due to a shift
in the investment structure as well as increases in the alternative investment markets during the
fiscal year ended June 30, 2020.

Dollar Amounts in Thousands
As of June 30,

%
2020 2019 Variance Change

Assets
Cash and cash equivalents $ 7,865 $ 2236 $ 5,629 252%
U.S. Government obligations 40,688 39,460 1,228 3%
Domestic corporate obligations 26,379 29,194 (2,815) -10%
International obligations 13,514 3,758 9,756  260%
Domestic stocks 54,280 59,906 (5,626) -9%
International stocks 67,251 61,000 6,251 10%
Mortgages and mortgage related securities 7,128 10,159 (3,031) -30%
Alternative investments 123,357 118,218 5,139 4%
Total cash, cash equivalents and

investments $340,462 $323,931 $ 16,531 5%




MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Management’s Discussion and Analysis
As of June 30, 2020

Fiscal Year 2020 Compared to 2019 (continued)

As depicted in the schedule below, employer and employee contributions increased by $3.3 million
which included an increase in employer contributions of $1.7 million to match the increase in
employee contributions from 2019. Increase in employee contributions was due to the contribution
rate for Local 1300 increasing from 2% to 3% effective July 1, 2019. Income from the change in
fair market value decreased significantly during the year ended June 30, 2020, due to market
performance. Administrative expenses increased by 14% due to several factors, most notably the
increase in management and advisory fees.

Dollar Amounts in Thousands
For the Years Ended June 30,

%
2020 2019 Variance  Change

Additions

Investment income $20,125 $18,084 $ 2,041 11%
Change in fair market value (7,293) 6,220 (13,513) 217%
Employer contributions 43,250 41,597 1,653 -4%
Employee contributions 4,610 3,006 1,604 53%
Total Additions 60,692 68,907 (8,215) -12%
Deductions

Benefit payments 44,432 42,724 1,708 4%
Administrative expenses 2,652 2,325 327 14%
Total Deductions 47,084 45,049 2,035 5%
Net Increase in Plan Net Position $ 13,608 $ 23,858 $(10,250) -43%




MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Management’s Discussion and Analysis
As of June 30, 2020

Requests for Information

The MTA Benefits Division and senior management are fiduciaries of the pension trust fund and,
as such, are charged with the responsibility of ensuring that the Plan’s assets are used exclusively
for the benefit of the Plan’s participants and their beneficiaries. This financial report is designed
to provide an overview of the Plan’s finances and to demonstrate accountability for the resources
entrusted to the Plan for the benefit of all the Plan’s stockholders. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to:

Maryland Transit Administration Pension Plan
Attention: Plan Administrator
6 St. Paul Street
Baltimore, Maryland 21202-1614



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Statement of Fiduciary Net Position
As of June 30, 2020 (Amounts in Thousands)

2020
ASSETS
Cash and cash equivalents $ 7,865
Investments:
U.S. Government obligations 40,688
Domestic corporate obligations 26,379
International obligations 13,514
Domestic stocks 54,280
International stocks 67,251
Mortgages and mortgage related securities 7,128
Alternative investments 123,357
Total nvestments 332,597
Receivables:
Accrued investment income 1,214
Investment sales proceeds 3,346
Total receivables 4,560
Total Assets 345,022
LIABILITIES
Investment purchases payable 9,109
Net Position Held in Trust for Pension Benefits $ 335,913

The accompanying notes are an integral part of this financial statement.
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MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Statement of Changes in Fiduciary Net Position
For the Year Ended June 30, 2020 (Amounts in Thousands)

ADDITIONS
Investment income:
Interest income $ 20,125
Net change in fair value of mvestments (7,293)
Total investment income 12,832
Contributions:
Employer 43,250
Employee 4,610
Total contributions 47,860
Total Additions 60,692
DEDUCTIONS
Benefit payments 44,432
Administrative expenses 2,652
Total Deductions 47,084
Net increase 13,608
Net position held in trust for pension benefits, beginning of year 322,305
Net Position Held in Trust for Pension Benefits, End of Year $ 335,913

The accompanying notes are an integral part of this financial statement.
8



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

1. DESCRIPTION OF THE PLAN

The Maryland Transit Administration Benefits Division and senior management are fiduciaries
of the pension trust fund and, as such, are charged with the responsibility of ensuring that the
Plan’s assets are used exclusively for the benefit of the Plan’s participants and their
beneficiaries.

The following description of the Maryland Transit Administration Pension Plan (the Plan)
provides only general information. Participants should refer to the Plan agreement for a more
complete description of the Plan’s provisions.

General

The Plan is a contributory defined benefit pension plan established by the Maryland Transit
Administration (MTA or Plan Sponsor) of the Maryland Department of Transportation
(MDOQOT), under the State Personnel and Pensions Article of the Annotated Code of Maryland.
The Plan is a single employer public employee retirement plan covering all employees of MTA
who are covered by one of two collective bargaining agreements and those management
employees who transferred from positions covered by one of the collective bargaining
agreements. Membership in the Plan consisted of the following as of June 30, 2020:

Retirees and beneficiaries receiving payments (includes QDRO

participants) 2,005
Terminated vested plan members 518
Active members 2,615
Total Membership 5,138
Vesting

The following table summarizes the vesting requirements for each bargaining unit:

Years of Local 1300 & Police
Service Management Local 2 Local 1859
5 Hired before 5/18/2013 Hired before 7/1/2012 Hired before 1/1/2012
Hired on or after Hired on or after
7 5/18/2013 and before Hired on or after 1/1/2012 and before
7/1/2016 7/1/2012 and before 7/1/2016 10/27/2017
Hired on or after Hired on or after Hired on or after
10 7/1/2016 7/1/2016 10/27/2017

Participants are considered 100% vested upon the attainment of early or normal retirement
eligibility.



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

1. DESCRIPTION OF THE PLAN (continued)
Contributions

The Plan Sponsor contributes to the Plan on an annual basis. For the fiscal year ended June 30, 2020, the
Plan Sponsor’s contribution was based on the amount of the contribution for the prior year (year ended June
30, 2019) plus the amount of the increased employee contributions from the prior year. Effective July 1,
2016 for Local 2 and Local 1300 and effective October 27, 2017 for Local 1859, employees started
contributing to the Plan via payroll deductions. Local 2 and Local 1859 employees contributed 2% of
pensionable earnings to the Plan. Local 1300 employee contributions increased to 3% effective July 1,2019.
Contributions shall continue until such time as the Plan’s actuary certifies that the market value funded ratio
equals or exceeds 100%.

Pension Benefits

The Plan provides for early, normal and late retirement benefits. Normal retirement is at age 65 with
five years of credited service or age 52 with 30 years of credited service. Early retirement may occur at
age 55 if the total of the participant’s age and credited years of service are equal to at least 85. Effective
September 8, 2002 for Local 1300 and February 25, 2004 for Local 2 and Local 1859, credited service
includes up to four years of active military service prior to employment by the MTA. A participant may
retire after the established normal retirement date. Under late retirement, the monthly benefit is adjusted
to reflect the additional years of service. The normal form of payment is paid over the life of the
participant. The Plan also provides benefits for disability and to surviving spouses or other named
beneficiaries on the death of participants receiving benefits.

Plan Termination

In the event of termination of the Plan, the Plan administrator will determine the share of the Plan’s
assets allocable to each participant based upon their actuarially determined liability to the total
liabilities.

10



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Measurement Focus and Basis of Accounting

The Plan’s financial statements are prepared using the economic resource measurement focus and
on the accrual basis of accounting in accordance with accounting principles generally accepted in
the United States of America. Accordingly, investment purchases and sales are recorded as of their
respective trade dates. Employer and Member contributions are recognized in the period when due,
pursuant to statutory or contractual requirements. Benefits and refunds are recognized when due
and payable in accordance with the terms of the plan. Interest and dividend income is recognized
when earned. Capital gains and losses are recognized on trade date basis.

Investments and Valuation

The investments of the Plan are held and invested on behalf of the Plan by the Maryland State
Retirement and Pension System (MSRPS). The investments are limited to those allowed for by the
MSRPS. The State Personnel and Pensions Article of the Annotated Code of Maryland authorizes the
MSRPS to invest the Plan assets in stocks, bonds, notes, certificates of indebtedness, mortgage notes,
real estate, debentures or other obligations, subject to the terms, conditions, limitations and
restrictions imposed by the Board of Trustees of the MSRPS. Additional information on the
investment activity of the MSRPS can be found in their comprehensive annual financial report,
available at https://sra.maryland.gov/annual-financial-reports.

Administrative and Investment Expenses

The Plan incurs administrative and investment expenses in proportion to its share of each
investment pool for which it is involved. The Plan’s investment expenses are funded from
investment income. The administrative expenses are assessed by MSRPS. The MTA absorbs
all internal administration costs related to the Plan.

11



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, disclosures of contingent
assets and liabilities, and the actuarial present value of accumulated plan benefits as of the date
of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Tax Status

The Plan is established by and under the laws of the State of Maryland. As such, it is not subject
to Internal Revenue Service or regulations outlined in the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security

Act of 1974 (ERISA).

Recent Accounting Pronouncements

During the year ended June 30, 2020, the Governmental Accounting Standards Board (GASB)
issued GASB Statement No. 95, Postponement of the Effective Dates of Certain Authoritative
Guidance, which provides temporary relief to governments in light of the COVID-19
pandemic, by postponing the effective dates of certain pronouncements. As a result, there are
no GASB statements effective in fiscal year 2020.

As of June 30, 2020, the GASB has issued the following pronouncements, which will require
adoption in the future, if applicable:

e GASB Statement No. 84, Fiduciary Activities;
e (GASB Statement No. 87, Leases;

e GASB Statement No. 90, Majority Equity Interests-an amendment of GASB Statements No.
14 and No. 61;

e GASB Statement No. 91, Conduit Debt Obligations;
e GASB Statement No. 92, Omnibus 2020,
e GASB Statement No. 93, Replacement of Interbank Offered Rates;

e GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability
Payment Arrangements;

e GASB Statement No. 96, Subscription-Based Information Technology Arrangements; and

12



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans—an
amendment of GASB Statements No. 14 and No. 84, and a supersession of GASB Statement
No. 32.

MTA has not yet completed the process of evaluating the impact of these pronouncements on
the Plan’s financial statements and will adopt them, as applicable, by their effective date.

3. NET PENSION LIABILITY
Net Pension Liability of the Maryland Transit Administration

The components of the net pension liability of the Plan as of June 30, 2020, were as follows
(Amounts in Thousands):

Total Pension Liability $ 1,393,190
Plan Fiduciary Net Position 335,913
Net Pension Liability $ 1,057,277

The Plan’s fiduciary net position as a percentage of the total pension liability is 24.11%.

13



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN
Notes to the Financial Statements

June 30, 2020

3. NET PENSION LIABILITY (continued)

Significant assumptions underlying the actuarial valuation in determining the total pension liability
as of June 30, 2020, were as follows:

Methods and assumptions used to determine contribution rates:

Actuarial cost method Level Dollar Entry Age Normal

Amortization method Level Payments (closed)

Remaining amortization Remaining payments range from 3 to 25 years

Asset valuation method 5-year smoothed market

Inflation 3.10%

Salary increases Rates vary by participant service

Investment rate of return 7.45% net of pension plan investment and administrative expenses, including inflation
Retirement age Rates vary by participant age

Mortality RP-2014 Blue Collar tables with MP-2018. The RP-2014 Disabled Retiree table with

MP-2018 is used for disabled members.

Long-term Expected 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 expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. Best estimates of geometric real rates of return were adopted
by the Board of MSRPS after considering input from the MSRPS’s investment consultants and
actuaries. For each major asset class that is included in the target asset allocation as of June 30,
2020, these best estimates are summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Public Equity 37% 5.2%
Private Equity 13% 6.5%
Rate Sensitive 19% -0.3%
Credit Opportunity 9% 2.8%
Real Assets 14% 4.3%
Absolute Return 8% 1.8%

Total 100%

The above was the Board of MSRPS adopted asset allocation policy and best estimate of
geometric real rates of return for each major asset class as of June 30, 2020.

14



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

3. NET PENSION LIABILITY (continued)
Long-term Expected Rate of Return (continued)

For the year ended June 30, 2020, the annual money-weighted rate of return on pension plan
investments, net of the pension plan investment expense, was 3.5%. The money-weighted rate of
return expresses investment performance, net of investment expense, adjusted for the changing
amounts actually invested.

Discount Rate

The discount rate used to measure the total pension liability was 4.05%. The Plan’s expected gross
rate of investment return of 8.1% has been blended with the 2.45% yield corresponding to the 20-
year maturity on a municipal general obligation AA bond yield curve published on Fidelity’s Fixed
Income Market Data webpage as of June 30, 2020. The accounting standards require that the Plan
first allocate these contributions to the normal cost for future hires. Based on these assumptions,
the Plan’s is expected to become insolvent in 2048. The Plan has determined the present value of
payments through 2048 using the expected rate of return of assets 8.10% as the discount rate, and
present value of benefit payments after 2048 using the June 30, 2020 bond rate of 2.45% as a
discount rate. The equivalent single rate is 4.05%.

The projected benefits for purposes of this report include expected Cost-of-Living Adjustments
(COLAs) to benefits for pensioners and beneficiaries of 2.10% per year. Although there is not a
firm promise to provide COLAs, there is a pattern of providing annual increases and, as such, they
have been included as part of the substantive plan.

The foregoing actuarial assumptions are based on the presumption that the Plan will continue. If
the Plan were to terminate, different actuarial assumptions and other factors might be applicable in
determining the actuarial present value of accumulated Plan benefits.

Sensitivity of the Net Pension Liability

Changes in the discount rate affect the measurement of the total pension liability (TPL). Lower
discount rates produce a higher TPL and higher discount rates produce a lower TPL. Because the
discount rate does not affect the measurement of assets, the percentage change in the net pension
liability (NPL) can be very significant for a relatively small change in the discount rate. The
following presents the net pension liability, calculated using the discount rate of 4.05%, as well as
what the net pension liability would be if it were calculated using a discount rate that is 1-
percentage point lower (3.05%) or 1-percentage-point higher (5.05%) than the current rate.

Dollar Amounts in Thousands

1% Discount 1%
Decrease Rate Increase
3.05% 4.05% 5.05%
Net Pension Liability $ 1,273,464 $ 1,057,278 $ 880,615

15



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

4. CASH DEPOSITS AND INVESTMENTS

The cash deposits and investments of the Plan are commingled with MSRPS cash deposits.
MSRPS indicated that they do not have any funds or deposits that are not covered by depository
insurance, which are either uncollateralized, collateralized with securities held by the pledging
financial institution’s trust department or agent, but not in MSRPS’ name. Nor does the
MSRPS have any investments that are not registered in their name and are either held by the
counterparty or the counterparty’s trust department or agent but are not in MSRPS’ name.

The investments included in the investment pools by MSRPS included U.S. government
obligations, domestic corporate obligations, mortgage-related securities, domestic stocks,
international obligations and international stocks. For a complete summary of the investments
risk disclosure refer to the MSRPS’ separately issued financial statements.

Fair Value Measurement

GASB Statement No. 72 (GASB 72), Fair Value Measurements and Application, clarifies the
definition of fair value for financial reporting, establishes a framework for measuring fair
value, and requires additional disclosures about the use of fair value measurements. GASB 72
established a three-level valuation hierarchy for disclosure of fair value measurements. The
valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or
liability as of the measurement date. The three levels are defined as follows:

Level 1 — observable market inputs that are unadjusted quoted prices for identical assets or
liabilities in active markets that a government can access at the measurement date.

Level 2 — inputs-other than quoted prices included within Level 1 — that are observable for the
asset or liability, either directly or indirectly (For example, quoted prices for similar assets or

liabilities in active markets).

Level 3 —inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The system categorized its fair value measurements within the fair value hierarchy established
by generally accepted accounting principles.

16



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

4. CASH DEPOSITS AND INVESTMENTS (continued)

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 combination of prevailing market prices and interest
payments that are discounted at prevailing interest rates for similar instruments. Commercial
and residential mortgage-backed securities classified in Level 3 are valued using discounted
cash flow techniques. Collateralized debt obligations classified in Level 3 are valued using

consensus pricing.

Derivative instruments classified in Level 2 of the fair value hierarchy are valued using a
market approach that considers benchmark interest rates and foreign exchange rates.

As of June 30, 2020, the Plan had the following recurring fair value measurements:

Investments by fair value level (expressed in millions)

Debt Securities

U.S. Government obligations

Domestic corporate obligations

International obligations

Mortgages & mortgage related securities
Total debt securities

Equity Securities

Domestic stocks (including REITs)
International stocks (including REITs)
Total equity securities

Alternative Investment

Total investment by fair value level

Investment measured at the net asset value (NAV)
Equity Open-End Fund
Private Funds (includes equity, real estate, credit,

energy, infrastructure and timber)
Real Estate-open ended

Multi-asset
Hedge Funds
Equity long/short
Event-driven
Global macro
Relative Value
Opportunistic

Total investment measured at the NAV

Total

Quoted Prices in
Active Markets

for Identical Significant Other Significant
Assets Observable Inputs Unobservable Inputs
(Level 1) (Level 2) (Level 3)
41 $ 41 $ - $ -
27 - 27 -
14 - 14 -
7 - - 7
89 41 41 7
54 54 - -
68 68 - -
122 122 - -
1 - - -
211 $ 163 $ 41 $ 7
28
49
19
1
3
5
6
9
2
122
333

17



MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

4. CASH DEPOSITS AND INVESTMENTS (continued)

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

Investments measured at net asset value (NAV)

Unfunded Redemption Redemption Notice
Fair Value Commitments Frequency Period
Private funds (includes equity, real estate, credit,
energy, infrastructure and timber) (1) $ 49 $ 36

Real Estate-open ended (3) 19 - Quarterly 45 - 90 days
Equity open-end fund (2) 18 - Daily 1 day

7 - Monthly 7 - 30 days

3 - Triennially 150 days
Multi-asset (9) 1 - Monthly 5 days

Hedge Funds

Equity long/short (5) 2 - Monthly 30 - 45 days

- - N/A Liquidating
Event-driven (6) 1 - Monthly 15 days

2 - Quarterly 60 - 65 days

1 - Quarterly 90 days

1 - Quarterly 120 days +

- - N/A Liquidating
Global macro (3) 1 - Daily 2 days

1 - Weekly 3 days

2 - Monthly 5 - 30 days

1 - Monthly 60 days

2 - Quarterly 60 - 90 days
Relative Value (7) 1 - Monthly 30 days

2 - Quarterly 30 days

6 - Quarterly 60 - 90 days
Opportunistic (8) 2 - Quarterly 90 days

- - Semi Annual 90 - 120 days

Total $ 122 $ 36
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MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Notes to the Financial Statements
June 30, 2020

4. CASH DEPOSITS AND INVESTMENTS (continued)

1. Private funds (includes equity, real estate, credit, energy, infrastructure and timber):
This type includes 277 Global private funds, which cannot be redeemed. Instead,
distributions are received through the liquidation of the underlying assets of the fund.
These funds are valued based on individual, audited financial statements and
assumptions used by fund managers.

2. Equity Open-End Fund: This type includes investments in institutional investment
funds, which invest in 2 domestic and 9 emerging market equities. The fair values of
the funds within this type have been determined using the NAV per share, which has
been valued by the fund based on the characteristics of the underlying assets. The
four funds have a 7 to 30 days liquidity structure and one fund is redeemable in five
months with triennial redemption restrictions.

3. Real estate-open ended: This type includes 7 domestic open-ended real estate funds,
which can be liquidated. The fair values of the funds within this type have been
determined using the NAV per share, which has been valued by the fund based on the
characteristics of the underlying assets.

4. Global macro: This category includes 6 hedge funds that invest in over 100 financial
markets. The funds are diversified and take long, short and spread positions. The fair
values of the funds within this type have been determined using the NAV per share,
which has been valued by the fund based on the characteristics of the underlying assets.
These assets have a liquidity structure which ranges from 2 to 90 days.

5. Equity long/short: This type includes investments in 2 hedge funds that invest both long
and short primarily in U.S. common stocks. Management of each hedge fund has the
ability to shift investment from value to growth strategies, from small to large
capitalization stocks, and from a net long position to a net short position. The fair values
of the funds within this type have been determined using the NAV per share, which has
been valued by the fund based on the characteristics of the underlying assets. One fund
is currently liquidating and the other one has a one-year soft lock-up and requires a 30-
day notice.

6. Event-driven: This type includes 7 investments of which 3 are credit hedge funds.
These funds invest in equities and bonds of companies and governments at risk of or in
the process of reorganizing to profit from economic, political, corporate and
government-driven events. The other 2 funds are focused on financials, merger
arbitrage and highly liquid assets across the capital structure. The fair values of the
funds within this type have been determined using the NAV per share, which has been
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valued by the fund based on the characteristics of the underlying assets. One of the
credit hedge funds is currently in liquidation. The other five funds have a 15 to 90 day
liquidity structure.

7. Relative value: This category includes 7 hedge funds with a liquidity structure between
30 and 90 days. These funds invest in a wide range of strategies. The fair values of the
funds within this type have been determined using the NAV per share, which has been
valued by the fund based on the characteristics of the underlying assets.

8. Opportunistic: Currently there are 3 hedge fund in this category, which invests in re-
insurance for catastrophe risk (mostly hurricane and earthquake). Two funds have a
quarterly redemption with a 90-day notice and the other has a semi-annual redemption
with a 90-day notice. The fair value of these funds has been determined using the NAV
per share, which has been valued by the fund based on the characteristics of the
underlying assets.

9. Multi-asset: This category includes 1 diversified Hedge fund of funds. The fair value
of the fund within this type has been determined using the NAV per share, which has
been valued by the fund based on the characteristics of the underlying assets.

The Plan’s cash deposits and investments are commingled with MSRPS. MSRPS does not
separately trust or manage the Plan’s cash and investments. The Plan does not own an individual
interest in specific assets. For full disclosure on the risks over cash deposits and investments.

MSRPS’s audited financial statements and cash and investment footnote can be found on
sra.maryland.gov.

5. BENEFITS PAYABLE

Benefits payable consist of the amounts currently due to pensioners as of June 30, 2020.
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6. RISKS AND UNCERTAINTIES

The Plan may invest in various types of investment securities. Investment securities are
exposed to various risks, such as interest rate, market, and credit risks. Due to the level of risk
associated with certain investment securities, it is possible that changes in the values of
investment securities may occur in the near term, and that such changes could materially affect
the amounts reported in the statement of net assets held in trust available for plan benefits.

The Plan’s contributions are made, and the actuarial present value of accumulated plan benefits
are reported, based on certain assumptions pertaining to interest rates, inflation rates and
employee demographics, all of which are subject to change. It is at least reasonably possible
that changes in these assumptions in the near term could materially affect the amounts reported
and disclosed in the accompanying financial statements.
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MARYLAND TRANSIT ADMINISTRATION PENSION PLAN

Schedule of Changes in Net Pension Liability and Related Ratios
For the Year Ended June 30, 2020 (Amounts in Thousands)

2020 2019 2018 2017 2016 2015 2014

Total Pension Liability
Service cost (beginning of year) $ 42,308 $ 36,027 $ 37,195 $ 36,334 $ 48,499 $ 24718 $ 19,438
Interest (includes interest on service cost) 55,831 56,519 54,904 57,881 31,181 39,237 43,472
Changes of benefit terms 209 (203) 3,103 2,133 82,510 - -
Differences between expected and actual experience (17,140) (8,527) 17,385 (20,741) (15,024) (19,621) 4,025
Changes of assumptions 101,716 (58,176) (36,903) (162,606) 338,950 53,480 38,643
Benefit payments, including refunds of member contributions (44,432) (42,724) (37,203) (39,062) (35,283) (30,636) (32,598)
Net Change in Total Pension Liability 138,492 (17,084) 38,481 (126,061) 450,833 67,178 72,980
Total pension liability, beginning 1,254,698 1,271,782 1,233,301 1,359,362 908,529 841,351 768,371
Total Pension Liability, Ending (a) $ 1,393,190 $ 1,254,698 $1,271,782 $ 1,233,301 $ 1,359,362 $ 908,529 $ 841,351
Plan Fiduciary Net Position
Contributions - employer $ 43,250 $ 41,597 $ 40,997 $ 40,997 $ 40,997 $ 38361 $ 39,749
Contributions - member 4,610 3,006 3,316 3,094 - - -
Net investment income 12,832 31,023 20,550 27,740 3,513 8,279 28,742
Benefit payments, including refunds of member contributions (51,151) (42,724) (37,203) (39,062) (38,243) (30,636) (32,598)
Administrative expenses (2,652) (2,325) (2,213) (1,914) (1,967) (1,851) (2,057)
Other 6,720 (6,720) - - - - -
Net Change in Plan Fiduciary Net Position 13,609 23,857 25,447 30,855 4,300 14,153 33,836
Plan fiduciary net position, beginning 322,304 298,447 273,000 242,145 237,845 223,692 189,856
Plan Fiduciary Net Position, Ending (b) $ 335,913 $ 322,304 $ 298,447 $ 273,000 $ 242,145 $ 237,845 $ 223,692
Net Pension Liability - Ending (a) - (b) $ 1,057,277 $ 932,394 $ 973,335 $ 960,301 $1,117,217 $ 670,684 $ 617,659
Plan Fiduciary Net Position as a Percentage of the Total

Pension Liability 24.11% 25.69% 23.47% 22.14% 18.01% 25.12% 25.11%
Covered-employee Payroll $ 149,768 $ 148,445 $ 145,834 $ 137,154 $ 137,427 $ 135,545 $ 137,596
Net Position Liability as a Percentage of Covered-

Employee Payroll 705.94% 628.11% 667.43% 700.16% 812.95% 494.81% 448.89%

Notes:

Changes of assumptions: FY20 reflects a decrease to the effective discount rate from 4.53% to 4.05%. Also, based on an experience study completed August 16, 2019, the decrement
assumptions for mortality, termination, retirement, and disability were updated, as well as the salary scale, payroll growth, and inflation assumptions. Additionally, the existing amortization
bases were consolidated to a 25 year base and all future experience and assumption changes will be amortized over 20 years.

Benefit changes: FYE 2020 reflects that all Local 1300 employees will contribute 3% of earnings to the Plan effective July 1, 2019 and 4% effective July 1, 2020.

*This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year trend is compiled, pension plans should present information for
those years for which the information is available.
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Schedule of Employer Contributions
For the Year Ended June 30, 2020 (Amounts in Thousands)

2020 2019 2018 2017 2016 2015 2014

Actuarially determined contribution $ 55213  § 64,649 § 66,495  $ 62,217  § 44,736  $ 40,807 $ 39,749
Contributions in relation of the actuarially

determined contribution 43,250 41,597 41,597 40,997 40,997 35,400 39,749
Contribution Deficiency (Excess) $ 11,963 $ 23,052 $ 24,898 $ 21,220 $ 3,739 $ 5,407 $ -
Covered-employee Payroll 149,768 148,445 145,834 137,154 137,427 135,545 137,596
Contributions as a Percentage of Covered-Employee
Payroll 28.88% 28.02% 28.52% 29.89% 29.83% 26.12% 28.89%

*This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year trend is complied,
pension plans should present information for those years for which the information is available.
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Schedule of Investment Returns
For the Year Ended June 30, 2020

2020 2019 2018 2017 2016 2015 2014

Annual money-weighted rate of return,

net of investment expenses 3.50% 6.44% 8.08% 10.02% 1.46% 3.70% 14.38%
*This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year trend is complied,
pension plans should present information for those years for which the information is available.
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