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The current Board members are listed on page 8.
COMMITTEES

The Board operationally functions under a committee structure. An Investment
Committee and a Benefits Committee are annually appointed by the Chairperson of the
Board to monitor, fact-find, and recommend actions for the Board’s consideration.
Although not required, the committees have generally been comprised of at least three
trustees with one committee member being a Citizen Trustee, another a Member Trustee,
and the other ex-officio (i.e., City official) Trustee. During the past fiscal year, John M.
Carr, Citizen Trustee, served as Chair of the Investment Committee and Melinda Manning,
Citizen Trustee, served as Chair of the Benefits Committee. Other committees may be
appointed for specific projects at the discretion of the Chairperson.

PROFESSIONAL SERVICES

The Board employs the services of various professionals to aid it in its fiduciary
responsibility for the effective and prudent management of the System. These professionals
include: (a) a full-time Administrator who is responsible for the supervision of System staff
and administration and coordination of all System operations and activities in accordance
with the rules and regulations of the Act and the policies and direction of the Board; (b)
the City Attorney and their staff serve as the legal advisor to the Board although additional
outside legal counsel may be engaged by the Board from time to time for specialized
services; (c) a consulting actuary who is engaged by the City of Charlotte to perform such
studies and evaluations of the System as may be necessary and/or desirable in connection
with the System’s administration and funding, including preparation of the Annual
Actuarial Valuation to determine the adequacy of the funding of the retirement benefit
liabilities accrued by System members; (d) an independent auditor engaged by the Board
on an annual basis to determine whether the financial statements present fairly, in all
material respects, the financial position of the System and the results of its yearly
operations in conformity with generally accepted accounting principles; (¢) a Medical
Board appointed by the Board to review and evaluate medical evidence and propose
recommendations regarding disability retirements; (f) investment management
professionals employed to invest the System’s assets consistent with the objectives and
direction of the Board, and (g) an investment consultant to advise the Board on matters of
investment policy and strategy, conduct manager searches and monitor performance of the
investment managers.

The Board may engage other professionals with expertise in various fields for
specific services as deemed necessary.

FINANCIAL REPORTING

An annual report of the financial and actuarial condition of the System is prepared
and submitted to the City Council. The annual report to City Council contains, but is not
limited to, the auditor opinion and statements contained in the report of the independent



auditor. The annual actuarial valuation report and the actuary’s valuation certification will
accompany the annual report. Additionally, a copy of the annual report to City Council is
provided to each of the fire stations and fire department administrative offices of the City
of Charlotte.

MAJOR INITIATIVES

The Board continued to work with the City on a funding initiative and requested
that the City update the previously approved funding schedule to pay the Actuarial
Determined Employer Contribution (ADEC) within 5 years. As part of the funding
initiative, the Board researched additional pension reform options that could help to close
the current contribution deficit. The City honored its commitment to funding the plan and
approved an increase effective beginning with FY2025 equal to one-fifth of the difference
between the current employer contribution rate and the ADEC for a rate of 25.31%
effective July 1, 2025. The Board plans to provide a recommendation of pension reform
for the City’s consideration in FY2025. The Board will continue the funding discussion
into FY2025 with plans to provide a recommendation of pension reform for the City’s
consideration in FY2025. The Board approved administrative changes that support
business continuity and succession planning.

In consideration of the Investment Committee’s fiduciary responsibilities, they
performed an RFP for the System’s investment manager consultant. The Committee
conducted the search, had additional meetings for discussion and a meeting with potential
consultants. The Committee recommended to the Board a new contract to the current
consultant.

During the year, the Investment Committee spent considerable time reviewing the
performance of all existing managers. The Committee met with each manager. As a result
of continuing global market and economic volatility including the S&P 500 reaching new
heights driven by a handful of stocks, mixed world equity markets depending on location,
and lower real estate property valuations, the Committee reviewed the target asset
allocation of the portfolio and reviewed risk management policies. This included in-depth
discussions with investment managers and the investment consultant.

Investments and related investment managers will continue to be closely monitored
by the Investment Committee on both a proactive and retrospective basis to assure
continued success as well as continued commitment to a well-diversified portfolio and
prudent asset allocation. The total portfolio gross of fee investment return for the year
ended June 30, 2024, of 10.45%, reflected the continuing volatility of the global markets
and economic conditions over the past few years. The last 5 and 10-year gross of fee rates
of returns were 6.38% and 6.46%, respectively.

Detailed information concerning the System’s investments may be found in the
Notes to the Financial Statements beginning on Page 16.



The Benefits Committee met on a regular basis during the year, working primarily
on pension reform with the funding initiatives, but also the business continuity plan, and
administrative sustainability. The Committee motioned, and the Board approved, a letter
to be sent to the City to fund the ADEC within five years. The Committee spent time
reviewing various actuarial analyses and a previously performed member survey, all
focusing on opportunities to enhance long-term sustainability of the plan. They discussed
options and the administrative requirements for various possible changes. With guidance
provided by the Board, the Committee plans to finalize their recommendation for Act
amendments for Board approval in FY2025 and to forward to the City for consideration.

System administration focused on pension administration sustainability, the
business continuity plan, and working with the City’s transition to Workday. Updates
include outsourcing transactional work to CBIZ, searching for a Jr. Benefit Analyst, and
new data transmissions from Workday.

The staff works a modified schedule in the office and from home. The flexibility
will be beneficial in maintaining a smooth transition in the event of a future business
disruption.

The members continue to reach out for education on their benefit. The staff
performed numerous station visits and one-on-one consultations. Recruit classes consist of
two education sessions provided by staff. The first session details the member’s eligibility
and process involved for an In Line of Duty Disability and a Not In Line of Duty Disability
while the second session conveys the pension benefits through a member’s career including
benefits at termination, death, and retirement. The retiree portal supported by the System’s
custodian bank, U.S. Bank, continues to provide functionality for our retirees. The portal
provides retirees and beneficiaries in payment status access to their benefit payment
information, including but not limited to tax withholding elections, 1099-R reporting, and
banking information.

Active Member education modules are available through the City’s E-Learning
System. The City requires all active firefighters to review assigned education modules.
Topics developed and deployed for the firefighters include disability pension benefit
process, annual valuation process, and CFRS Benefits related to termination, divorce, and
death. The CFRS monitors participation rates for each retirement module. The modules are
available for active members to review at any time.

The Active Member Portal continues to be widely utilized by the active members.
The portal provides active members the ability to perform estimates and pension benefit
modeling. Once in the site, the member also has access to their annual pension statement,
beneficiary information, Plan Benefit Q& A, and links to various other resources.

FINANCIAL INFORMATION

The System’s internal control structure is designed to provide reasonable, but not
absolute, assurance for the safeguarding of assets against loss from theft or unauthorized



use and to ensure the reliability and adequacy of the accounting records. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived, and (2) the valuation of costs and benefits requires estimates
and judgment by the Board. Accounting data are maintained in a manner suitable for
preparing financial reports in conformity with U.S. generally accepted accounting
principles and for providing accurate and timely data to the City Council, Board,
participants of the System, citizens, and other interested parties.

Budgetary Controls

The North Carolina General Statutes require the adoption of an annual budget for
all funds except those for which expenditures are authorized by project ordinance, fiduciary
funds, and internal service funds. The System is a fiduciary fund and is therefore exempt
from budgetary requirements. However, the Board considers and adopts a budget for each
fiscal year of operations and receives a quarterly budget report from the Administrator.

Accounting and Actuarial Systems

The financial reports of the System are prepared in accordance with U.S. generally
accepted principles of governmental accounting and reporting promulgated by GASB. The
accrual basis of accounting is used to record assets and liabilities and revenues and
expenses. Revenues and expenses are recorded when earned or incurred, regardless of
collection or disbursement. Capital assets are recorded at cost and depreciated through
charges to expense over the estimated useful lives of the assets.

An annual actuarial valuation is performed by the System’s actuary Cavanaugh
Macdonald Consulting, LLC. The actuarially calculated contribution rates are developed
using the entry age cost method. This cost method attempts to allocate the cost of each
member’s benefit as a level percent of compensation over the member’s projected service
from date of hire to date of retirement or exit. The calculated contribution rates include a
current or “normal” cost for the year plus an amortization amount to reduce any unfunded
accrued liability.

Revenues and Funding
Revenues essential to the sound funding of the System flow from three sources:

Contributions by Members: A System Member contributes an amount equal to
the Member’s eligible compensation multiplied by the current contribution rate of 12.65%.
Member contributions are made on a tax-deferred basis and record is kept of each
member’s accumulated contributions. This accumulated amount is used for the Member’s
benefit if he or she remains in service. If the Member leaves service, he or she may
withdraw the amount of his or her accumulated contribution. A Member with five or more
years of membership service receives interest on his or her contributions if a refund is
requested. A Member may, if he or she has five or more years of membership service,
choose to elect a deferred annuity providing lifetime income commencing at age 60.



Contributions by the City of Charlotte: The City of Charlotte contributes an
amount equal to the Member’s eligible compensation multiplied by the statutory
contribution rate of 12.65%. In this fiscal year, the City continued their agreement to
incremental funding increases to 20.39%. Any other differences between the aggregate
City and Member contributions are due to: (a) service purchases made by Members for
which the City does not make contributions and (b) City contributions for those Members
away on military deployments during which Members are not required to make
contributions.

Investment Income: Investment income is the third source of System revenues
and must be regarded as both a vital and major contributor to the System’s strong funding
status. Statutorily, since 1947, the Board has exercised responsibility for investing the
System’s assets in a prudent and diligent manner.

The reader of this Report should note that year-to-year investment return variation
is a function of unrealized gains or losses on securities’ valuations and the subsequent
realization of gains or losses on the sale of investments and is not necessarily reflective of
actual investment cash flow or income.

The primary critical concern of the Board is the System’s funding adequacy. High
funding levels are directly related to benefit security for participants. It is the responsibility
of the Board to make prudent and sound investment decisions in order to increase the assets
and thereby the funding level of the System. The Board has a goal of maintaining the
funding of the System at or near 100%. Although the statutory contribution rate of 12.65%
for the employer and employee has been sufficient for over 20 years, the combined Member
and City contributions along with projected investment returns will not be sufficient in the
long-term. In the short-term, the Sponsor is honoring their commitment to increase their
funding to reach the Actuarial Determined Employer Contribution over the next 5 years.
The Funding level is also influenced by changes to benefits and economic and demographic
assumptions. The resulting funding level as of July 1, 2024, of 68.8%, is down from 70.1%
as of July 1, 2023. Major contributing factors to the funding level decrease were negative
investment returns based on the five-year actuarial smoothing method for asset returns,
higher than anticipated salary increases, and a reduction in the investment rate of return.

A more complete discussion of System funding status may be found in the Actuarial
Report found on the System’s website, www.Charlottefireretire.com\Reports.

Expenses

The primary expense of the System relates to the purpose for which it was created,
namely, the payment of benefits to retirees and their beneficiaries. Benefit payments and
refunds to terminated members were responsible for 98.36% of all deductions from plan
assets, which is 0.18% higher than the prior year. Administrative costs and depreciation
accounted for 1.64% of deductions from plan assets for fiscal year 2024, compared to
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section presents Management’s Discussion and Analysis of the Charlotte Firefighters’

Retirement System’s (“System”) financial statements and the significant events, conditions, and
decisions which affected the operations and performance of the Charlotte Firefighters’ Retirement
System during the year ended June 30, 2024.

Overview of the Financial Statements and Accompanying Information

1)

2)

3)

Fund Financial Statements. The System presents Statement of Plan Net Position as of June
30, 2024, and Statement of Changes in Plan Net Position for the year then ended. This
statement reflects resources available for payment of benefits as of year-end and the
sources and uses of those funds during the year. For purposes of discussion and analysis,
the condensed information shown below includes two fiscal years.

Notes to the Financial Statements. The notes to the financial statements are an integral part
of the financial statements and have additional detailed information to provide a better
understanding of the financial statements. Information in the notes discloses the System’s
organization, benefits and contributions, how the asset values are determined, and
contingencies and commitments.

Required Supplementary Information. The required supplementary information consists of
a schedule concerning the funding status of the System, employer contributions, and this
Management’s Discussion and Analysis.

Comparative Statements of Plan Net Position
(in thousands)

Years ended June 30
2024 2023
Cash and Cash equivalents $ 6,692 6,604
Investments 639,050 596,453
Capital Assets 56 87
Other Assets 1,673 1,323
Total Assets 647,471 604,467
Liabilities 911 686
Net Position $ 646,560 603,781

Comparative Statements of Changes in Plan Net Position
(in thousands)

Years ended June 30
2024 2023
Contributions $ 34321 30,224
Net Investment Gain/(Loss) 58,676 46,537
Total Additions/(Loss) 92,997 76,761
Benefits (48,443) (45,951)
Other deductions (1,775) (1,632)
Total Deductions (50,218) (47,583)

Change in Net Position $ 42779 29,178




Financial Analysis

The Charlotte Firefighters’ Retirement System provides retirement benefits to the
uniformed firefighters of the City of Charlotte. The System benefits are funded through member
and employer contributions and investment income. As reflected in the Statement of Changes in
Plan Net Position on Page 15, the net position of the System increased approximately $42.8 million
during the year ended June 30, 2024. These results reflect the extremely volatile Global Market
environment.

Funded Ratio

The funded ratio of the plan measures the ratio of actuarially determined assets against
actuarial liabilities and is a good indicator of the fiscal strength of a pension fund’s ability to meet
obligations to its members. The System is required by the Act to perform an annual actuarial
valuation. The results of the actuarial valuation report completed in accordance with principles of
practice prescribed by the Actuarial Standards Board as of July 1, 2024, showed the funded status
of the System decreasing to 68.8% from 70.1% on July 1, 2023. The System’s valuation uses a 5-
year asset smoothing method based on market value of assets. The System had an unfunded liability
of $301 million for the year ended June 30, 2024, compared to the $276 million for the year ended
June 30, 2023. Liabilities increased due to various reasons including investment losses over the
past few years, and both individual salary increases, and total projected payroll were higher than
expected.

Contributions and Income

Additions to Plan Net Position include employer and member contributions and net income
from investment activities. Member contributions were approximately $13.7 and $12.6 million for
the years ended June 30, 2024, and 2023, respectively, an annual increase of $1.1 million for fiscal
year 2024. The member rate is 12.65% of eligible compensation, set by statute and made on a tax-
deferred basis. The employer rate is set at 12.65% by statute. However, the City has committed to
pay 20.39% of eligible payroll beginning in fiscal year 2024. Employer contributions were
approximately $20.6 million and $17.6 million for the years ended June 30, 2024, and 2023,
respectively an annual increase of $3 million for fiscal year 2024 and $2.7 million in fiscal year
2023. The variances between employer and member contributions are mainly attributed to the
City’s committed increase in employer contributions offset by a minor amount attributable to prior
government and military service purchases made by members.

Net investment gain of approximately $43.7 million during fiscal 2024 and $49.6 million
during fiscal 2023, resulted in returns of 10.45 % and 8.80%, respectively as measured by Callan,
LLC. The positive returns in investment income in 2024 were largely the result of all markets
performances, with the exception of Real Estate. The System performed below its composite
benchmark on a relative basis by 53 basis points and performed below the Callan Public Fund
Sponsor Database median return by 68 basis points. For the 5-year period ended June 30, 2024, the
System returns were 6.38% compared to its composite benchmark returns of 6.87% and its actuarial
assumed rate of return of 7.00%.

The most significant deduction from investment income is investment manager fees. The
System’s assets are managed 100% by external investment advisors hired by the Board of Trustees.
Many of these managers are paid a fee based on the assets under management. Some of the active



managers are paid a base fee plus the possibility of performance incentive. Investment expenses
were approximately $2.6 million for the year ended June 30, 2024, and were approximately $2.4
million for the year ended June 30, 2023.

Prudent investment of the System’s assets, diligent monitoring of investment advisors, and
a commitment to periodic allocation rebalancing in addition to conservative administrative costs
has enabled the System to achieve a modest funded status. The Board of Trustees is committed to
maintaining the System at or near 100% funding and continue to dedicate its efforts to that goal.

Benefits, Refunds, and Expenses

The most significant recurring deduction to Plan Net Position is benefit payments. During
fiscal 2024, the System paid approximately $49.4 million, up from $46.7 million in fiscal 2023, in
benefits and refunds. The increased level of payments in fiscal year 2024 was due primarily to new
retirements and vested and non-vested contribution withdrawals. The System does not provide an
automatic Cost of Living Adjustment (COLA). Due to the funding ratio of the System, the Board
of Trustees was unable to provide a bonus payment for retirees and beneficiaries receiving benefits
as of January 1, 2023.

The administrative costs of the System represented approximately .12% of the ending net
position in fiscal year 2024 decreased from .13% from fiscal year 2023. The decrease in costs were
primarily due to decreased travel and training in fiscal year 2024.

Plan Assets

Investments increased approximately $42.9 million in 2024. The System invests in
traditional investment categories, it also does not have a securities lending program. The market
gain in value of plan assets is a result of market volatility related to U.S. and global markets
rebounding after the COVID-19 pandemic. Real Estate was the only asset class that yielded
negative returns.

The System values its assets at “fair value” as discussed in accounting policies footnote
2(g) (Page 22) to the financial statements. Fair value is the value the System expects to receive in
a current sale between a willing buyer and a willing seller that are equally motivated; that is, other
than a forced or liquidation sale. The value of publicly traded securities, stocks, and bonds are
determined using the latest quote from national exchanges or pricing services. These prices reflect
the securities’ pricing at the close of business and can be affected by such factors as liquidity,
current events, and the size of lots being traded. Real Estate is valued using appraisal values by
approved appraisers who meet professional qualifications. The appraisal process involves a
significant amount of judgment and estimates. As a result, the ultimate value on the sale of the asset
may differ from the appraised value.

Contacting the CFRS Management

This financial report is designed to provide the City Council, participants of the System,
citizens, taxpayers, and other interested parties with an overview of its operations and financial
position and to demonstrate its accountability. Questions concerning this report or requests for
additional information should be directed to the Administrator, Charlotte Firefighters’ Retirement
System, 428 East 4™ Street, Suite 205, Charlotte, NC 28202.



CHARLOTTE FIREFIGHTERS' RETIREMENT SYSTEM, A COMPONENT UNIT OF

THE CITY OF CHARLOTTE, NORTH CAROLINA
STATEMENT OF PLAN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2024
(Dollar Amounts in Thousands)

ASSETS:
Cash and cash equivalents
Receivables:
Employer contributions
Member contributions
Interest and dividends
Total receivables

Prepaid items

Investments, at fair value:
Equity securities - stocks
Fixed income securities - bonds

Mutual funds

Total investments
Capital assets
Less accumulated depreciation
Total capital assets, net
Total assets
LIABILITIES:

Accounts payable

NET POSITION RESTRICTED FOR PENSIONS

The notes to the financial statements are an integral part of this statement.

$

6,692

496
247
899
1,642
31

76,892
148,201

413,957

639,050

672

616

56
647,471

911

646,560



CHARLOTTE FIREFIGHTERS' RETIREMENT SYSTEM, A COMPONENT UNIT OF
THE CITY OF CHARLOTTE, NORTH CAROLINA

STATEMENT OF CHANGES IN PLAN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2024

(Dollar Amounts in Thousands)

ADDITIONS:
Contributions:
Member $ 13,700
Employer 20,621
Total contributions 34,321
Investment income:
Net appreciation in fair value of investments 52,654
Interest 5,104
Dividends 3,566
61,324
Less investment expense 2,648
Net investment income 58,676
Total additions 92,997
DEDUCTIONS:
Benefits 48,443
Refunds 950
Administration 794
Depreciation 31
Total deductions 50,218
Net (increase) in plan net position 42,779
Net position - beginning 603,781
Net position - ending $ 646,560

The notes to the financial statements are an integral part of this statement.
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