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HUMAN RESOURCES DEPARTMENT

FORT BEND COUNTY, TEXAS

Kent M. Edwards, PHR
Director of Human Resources

MEMORANDUM

To: Judge KP George
Commissioner Vincent Morales
Commissioner Grady Prestage
Commissioner Andy Meyers
Commissioner Ken DeMerchant

From: Kent Edwards,
Director of Human Resources

Subject: HR Agenda ltems for September 3, 2019 Commissioners Court

Date: August 27, 2019

The following information is a summary of the HR Agenda ltems for the September 3, 2019
Commissioners Court.

Discussion ltem — Human Resources — Take all appropriate action to adopt the Fixed Account
Amendment to Group Flexible Purchase Payment Deferred Variable Annuity Contract as presented
by Nationwide Life Insurance Company and select the Crediting Rate Option as it pertains to the
Nationwide Fort Bend County Deferred Compensation Plan, and authorize County Judge to execute
all documents necessary to implement this change.

Explanation:

Nationwide is taking steps to change the Guaranteed Minimum Interest Rate (GMIR) of the Fixed
Annuity Contract available in the Nationwide NACo Fort Bend County Deferred Compensation Plan.

Three options are offered and the County is selecting the option recommended by the Program
Director of Nationwide Retirement Solutions — SW/S Region.

No Fort Bend County funds are involved or affected. All funds belong to employees who are
voluntarily invested in the Nationwide 457(b) Plan at the employee’s option. The only accounts
affected by this change are those which have invested in the Nationwide Fixed Asset account within
their 457(b) account.

Human Resources approves of the proposed item.

Should you have any questions, please do not hesitate to contact me 281/ 341-8631.

KE/ir

301 Jackson Street, Suite 243, Richmond, TX 77469 * 281-341-8631 * Fax 281-341-8615
Kent. Edwards@co.fort-bend.tx.us www.co.fort-bend.tx.us

09/05/2019 Original sent to Kim Dzierzanowski, Human Resources dept.




COUNTY ATTORNEY
Fort Bend County, Texas

ROY L. CORDES, Jr. (281) 341-4555
County Attorney Fax (281) 341-4557

REVIEW FORM

On August 22, 2019, the County Attorney’s Office reviewed the following:

Nationwide Fixed Account Amendment to Group Flexible Purchase
Payment Deferred Variable Annuity Contract.

Comments: Approved as to legal form.

LaNetra S. Lary
Assistant County Attorney

Historic Courthouse Building, 401 Jackson Street, Third Floor, Richmond, Texas 77469



Nationwide’

is on your side

Guaranteed Minimum Interest Rate Change: Explanation of Options

Please consider your available aptions before making a seleéction on the Guaranteed Minimum Interest Rate
Change: Options Form {the Options Form). The Options Form and required documents are enclosed. An option will
need to be chosen and sent in to prevent your current fixed fund from bheing closed to future contributions,
including rollovers, transfers and exchanges.

1) Option One

Your contract is amended to lower the Guaranteed Minimurmn Interest Rate annually on the following scheduie:

2018

Nationwide commits to limiting the reduction of the Crediting Rate' to no more than 0.12% per quarter for the next
12 guarters. The reduction is based on market conditions and investment performance and may be less than 0.12%,
which is the maximum per quarter as illustrated in the following table:

Minimum Gross  Exchange/Transfer
GMIR Crediting Rate Limit
20% annual
20% annual
20% annual
20% annual

2) Option Two

The contract is amended to lower the Guaranteed Minimurn Interest Rate annually on the same schedule shown in
Option One. Additionally, the annual per participant exchange and transfer fimit is also increased from 20% to 40%.

Nationwide commits to limiting the reduction of the Crediting Rate? to no more than 0.12% for the next 12
quarters. However, hecause of the increased exchange and transfer limit, the Crediting Rate under this option will
be 0.10% less per quarter than under Option Onig, agillustrated in the following table:

Minimum Gross  Exchange/Transfer

GMIR Crediting Rate

40% annual
2.50% 3.16% 40% annual
2.50% 3.04% 40% annual
2.00% 2.92% 40% annual

The Crediting Rate is the interest rate credited as an annual effective vield as defined by your Fixed Annuity Contract.



77

What happens if | don’t select an Option?

Default: If you do not act on any option, new contributions will no longer be accepted to your current Fixed Annuity
Contract. This includes, but is not limited to, payroll contributions, rollovers, transfers and exchanges. You are
electing to place future participant aliocations into your existing Default Investment Alternative Fund (DIA), or in the
most conservative investment option in the plan’s core fund line up if a DIA does not exist. Subsequently, if your
participants do not elect a new investmerit to replace the Fixed Annuity Contract option, the DIA will be used for
future contributions that would‘have otherwise been allocated into the Fixed Annuity Contract. Your plan’s current
fund lineup can be viewed online at www.nrsforu.com/plansponsor. The participants will be notified of the change
so that they may have the opportunity to change their allocation.

Important Note: Please see the notice befow on how plans that offer ProAccount Managed Account Services,
provided by Nationwide Investment Advisors, will be affected by not choosing an option and defaulting.

Important notification concerning ProAccount Managed Account Services and the Guaranteed
Minimum Interest Rate Changes

If your plan offers Nationwide ProAccount Managed Account Services, please take a moment to read why your
option selection is important to ProAccount balances of your participants. By selecting Options 1 or 2 on the
enclosed Options Form, there will be no changes to the participant’s allocation within ProAccount and your
participants will have no disruption td their managed account services.

However, if you do not act on either option, you are electing to place future participant allocations into your
existing Default Investment Alternative Fund (DIA), or in the most conservative investment option in the plan’s
core fund line up if a DIA does not exist. Your plan will no longer have an active Fixed Annuity Contract and
ProAccount will no longer have access to the existing balances of the Fixed Assets that are currently under
ProAccount management. The Fixed Assets will be held in the participants’ account outside of ProAccount at the
3.5% GMIR and will not be open to new contributions. Those participants with ProAccount will no longer have the
Fixed Annuity Contract available in their ProAccount allocation and will be invested in other conservative allocation
options available in your plan.

Participants who wish to fully incorporate their Nationwide retirement plan assets in professional management
can contact Nationwide to move the assets currently invested in the Fixed Annuity Contract into their ProAccount
Portfolio. Plan Level Exchange and Transfer contract features will still apply.

Please contact our service center at 877-496-1630 or your local Nationwide Retirement Solutions Representative if
you have any questions. Our specialists are available Monday through Friday, 8 a.m. to B p.m. Eastern time.



Nationwide’

is on your side

FAQ: Guaranteed Minimum Interest Rate
What is changing?

We're adjusting the Guaranteed Minimum Interest Rate (GMIR) to ensure we can continue offering current and
future participants valuable retirement plan solutions. Accordingly, Nationwide must align with the market and
gradually reduce the GMIR in our fixed annuity contracts.

What is a Guaranteed Minimum Interest Rate?

The Guaranteed Minimum Interest Rate is the lowest Crediting Rate that Nationwide will credit to participant
accounts under the terms of the contract.

What is a Crediting Rate?

The Crediting Rate is the interest rate credited as an annual effective yield to participants that are invested in
the fixed annuity on a daily basis. The Crediting Rate is determined on a quarterly basis by Nationwide and is
different than the GMIR.

Why is Nationwide making this change now?

As we survey the retirement plans market, we’ve recognized a need to change a feature of our product suite—
the GMIR of the fixed annuity contract available in your plan. Over the past five years, many providers have
lowered their GMIRs. During that time, Nationwide did not take any action; however, long-term interest rates
have only increased modestly, creating an interest rate environment in which we can no longer offer an above-
market crediting rate.

For the last several years, the industry has operated in a consistently low interest rate environment, which has
directly impacted the investment returns available in the market. During this time, Nationwide has continued
to provide an above-market crediting rate to participants invested in our fixed contract, but now recognizes the
need to adjust the GMIR to allow for more market driven crediting rates.

What is the difference between a Crediting Rate and a GMIR?

While the quarterly Crediting Rate may vary depending on market conditions and investment performance, the
GMIR is the minimum interest rate established under the Contract. It is meant to act as a floor, meaning
regardless of market conditions or investment performance, participants with assets invested in the Contract
will not receive a crediting rate that is lower than the GMIR.



What happens when the crediting rate wants to drop below the GMIR but is limited by the guarantee?

Nationwide’s goat is to pay a competitive crediting rate to participants. Reducing the Guaranteed Minimum
Interest Rate may not have a direct impact on the crediting rate that is paid to the participant. Even though
Nationwide will annually step down the Guaranteed Minimum Interest Rate to 1%, the crediting rate may
change guarterly. And while it may be reduced occasionally due to market conditions or investment
performarice, it will never drop below the Guaranteed Minimum Interest Rate.

What can | expect from Nationwide?

You can expect Nationwide to continue to offer a competitive crediting rate to your participants. Our
goal is to help America’s workers prepare for and live in retirement and we will help do this through the
products and services that we offer. Nationwide can also provide materials and tools to help
communicate this change to affected participants upon regquest.

What is the exchange and transfer limit under Option 2?

The percentage of the participant’s assets invested in the contract which can be exchanged or
transferred out of the contract pér year will be increased from 20% to 40%, enabling your participants to
transfer more money out of their Fixed asset. f the limit is exceeded, no further exchanges or transfers
will be permitted until the following year.

When will the change to the GMIR be effective?

The adjustment for any option selected and the default option, if no option is selected, will be effective
on4/1/2020.

¢




NATIONWIDE LIFE INSURANCE COMPANY
ONE NATIONWIDE PLAZA
COLUMBUS, OHIO 43215

FIXED ACCOUNT AMENDMENT
to
Group Flexible Purchase Payment Deferred Variable Aunuity Contract

General Information Regarding this Amendment

This Fixed Account Amendment replaces the Fixed Account Endorsement that was previously issued to the Contract
Owner and is made a part of the Contract to which it is attached. To the extent the terms of the Contract and this
Amendment are inconsistent, the terms of this Amendment shall control the Contract accordingly. Non-defined
terms shall have the meaning given to them in the Contract.

WHEREAS, the above-referenced group annuity Contract was issued to the Contract Owner for the benefit of the
Participants and their Beneficiaries in the Contract Owner's Plan by Nationwide Life Insurance Company
("Nationwide") along with a Fixed Account Endorsement; and

WHEREAS, Nationwide and the Contract Owner wish to modify the Contract provisions that were added to the
Contract through the Fixed Account Endorsement pursuant to the Alteration or Modification section of the Contract,

NOW, THEREFORE, pursuant to the agreement of Nationwide and the Coniract Owner, the Contract is. hereby
modified as follows:

. The terms and provisions that were added to the Contract through the Fixed Account Endorsement are deleted
in their entirety and replaced with the following:

DEFINITIONS
The following definitions are modified in. or added to, the Contract:

Annual Guaranteed Interest Rate - The minimum guaranteed interest vate applied to the Fixed Acecount for a
calendar year, Nationwide determines this rate at its sole discretion.

Contract Value - The combined value of the Variable Account(s)and the Fixed Account.

Exchange - The movement of ammounts attiibutable to Participant Accounts to a Companion Investment Option under the
Plan. or from one or more Sub-Accounts of the Variable Account to one or more Sub-Accounts of the Variable Account.
or from one or more Sub-Accounts of the Variable Account to the Fixed Account, or from the Fixed Account to a
Companion Investment Option under the Plan or to one or more Sub-Accounts of the Variable Account.

Fixed Account - An option funded by Nationwide's general account crediting specified interest rates.
Guaranteed Minimum Fixed Account Interest Rate - A minimum interest rate established under the Contract.
All rates under the Contract are guaranteed to be at Jeast as great as the Guaranteed Minimum Fixed Account

Interest Rate.

Participant Account Value - The present value of the units and the Fixed Account attributable 1o a Participant’s
Account.

Quarterly Guaranteed Interest Rate - The minimum guoaranteed interest rate applied to the Fixed Account for a

calendar quarter. This rate may be equal to or greater than the applicable Annual Guaranteed Interest Rate.
Nationwide determines this rate at its sole discretion.

NRD-O104TX { (Texas) (12/2010)




FIXED ACCOUNT
The following is added to the Contract:
General Information Regarding the Fixed Account

The Fixed Account is an investivent option under the Contract offering an Annual Guaranteed Interest Rate and a
Quarterly Guaranteed Interest Rate. The Contract also provides a Guaranteed Minimum Fixed Accotint Intetest Rate.
Nationwide credits intevest to the Fixed Account at these rates that it prospectively declares. At no time will there be an
interest rate declared that is lgwer than the Guaranteed Minimum Fixed Account Interest Rate. Interest rates are
determined at the sole discretion of Nationwide, and Nationwide reserves the right to modify the Guaranteed Minimum
Fixed Account Interest Rate upon notice to the Contract Owner in accordance with the Alteration and Modification
section of the Contract. Nationwide declares all of its rates as annual effective yields. Nationwide reserves the right to
discontinue accepting additional Purchase Payments and Transfer and Exchange allocations to the Fixed Account at any
tme.

Fixed Account guarantees are supported by the general account of Nationwide and are not insured by the FDIC,
NCUSIF or any other agency of the Federal government. The Fixed Account is a non-participating option.
Allocations to the Fixed Account do not share in any surplus of Nationwide,

Guaranteed Interest Rates

The Guaranteed Minimum Fixed Accousnt Interest Rate for the Contract is listed on the Contract Specitications
Page. Nationwide reserves the right to modify the Guaranteed Minimum Fixed Account Interest Rate upon notice to
the Contract Owner in accordance with the Alteration or Modification section of the Contract.

No later than the last Business Day of a calendar year, Nationwide declares the Annual Guaranteed Interest Rate for
the Fixed Account for the next calendar year. In addition, no later than the last Business Day of a calendar guarter,
Nationwide will declare the Quarterly Guaranteed Interest Rate, that is calculated on an annualized basis. to be
credited to the Fixed Account for the next calendar quarter,

Crediting Interest to the Fixed Account

Nationwide interest rates are all declared as annual effective yields, Aun effective yield takes into account the effect
of interest compounding. Nationwide credits interest to the Fixed Account on each Business Day. Annual effective
yields are converted by Nationwide into a daily interest rate factor. The current Fixed Account value is caleulated
by taking the daily interest rate factor and multiplying it by the previous Business Day’s Fixed Account value.
Because interest is credited only on Business Days. interest from multiple non-Business Days (e.g.. days falling on a
weekend or holidays) accumulate and are credited on the next available Business Day.

Calculating the Fixed Account Value

The Fixed Account value on any given Business Day is equal to:

(1) total Purchase Payments allocated to the Fixed Account; plus
(2) The daily interest earned, plus

(3) Exchanges or Transfers to the Fixed Account, minus

{4) Exchanges or Transfers out of the Fixed Account; minus

(3) Withdrawals from the Fixed Account; minus

(6) Participant Benefit Payments; minus

(7) any applicable Contract Maintenance Charge. the aggregate Participant Account Charge, charges associated
with plan expenses or additional services, additional expense charges that are applied to Patticipant
Accounts.

{3
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Calculating a Participant Account Value in the Fixed Account

A Participant Account Value in the Fixed Account on any given Business Day is equal to:

{1) total Participant Contributions allocated to the Fixed Account; plus

(2) the daily interest carned on the Participant’s Account; plus

(3) Exchanges or Transfers'to the Fixed Account; minus

(4) Exchanges or Transfers oot of the Fixed Account; minus

{3) Withdrawals from the Fixed Account; minus

(6) Participant Benefit Payments; minus

(7) any applicable Contract Maintenance Charge. the aggregate Participant Account Charge. charges

associated with plan expenses or additional services, additional expense charges that are applied to
Participant Accounts.

CONTRACT EXPENSES
The “Contract Expenses™ provision of the Contract is amended with the addition of the following.

Unless otherwise mutually agreed to by the Contract Owner and Nationwide, all expenses and charges attributable to
the Contract, except the Variable Account Charge, will be deducted proportionally from the Variable Account(s) and
the Fixed Account based on the value each account bears to the total Contract Value, Any applicable expenses ot
charges attributable to a Participant Account will be deducted proportionally and in the same manner,

EXCHANGES AND TRANSFERS
The following is added to the Contract:
Exchanges and Transfers to and from the Fixed Account

Nationwide will generally accept Exchanges and Transfers to the Contract. Nationwide reserves the right to
discontinue accepting Exchanges and Transfers to the Fixed Account at any time.

Exchanges and Transfers out of the Fixed Account are subject to certain limitations. The Contract Qwner elects at
the time of application to accept a Participant level Exchange and Transfer limitation or an aggregate Contract level
Exchange and Transfer limitation. Liquidations of Contract Value via Exchange and Transfer aré combined into a
single percentage limitation. The type of limitation and percentage limitation are listed on the Contract
Specifications Page.

Nationwide, in its sole discretion, may agree not to impose any Exchange or Transfer restrictions. If po such
Exchange or Transfer restrictions will be imposed, this will be reflected on the Contract Specifications Page. In the
event that Exchange or Transfer restrictions are imposed under the Contract. Nationwide may agree to waive any
Exchange and/or Transfer restrictions listed on the Contract Specification Page on Exchanges and Transfers
involving Participants actively utilizing asset allocation models or asset atlocation services available under the Plan.

All Exchange and Transfer limitations are set, or reset, on a calendar year basis. The permissible Exchange and
Transfer amount cannot be rolled from vear to year or otherwise “banked” for utilization in subsequent calendar
years.

The Contract Owner may request to change the type of Exchange and Transfer limitation for the next calendar vear
if Nationwide receives. in a form acceptable to Nationwide, the request by at least ninety (90) days prior to the end
of the preceding calendar year.

All Exchanges to and from the Fixed Account are done in conjunction with a Companion Investment Option. 1n
order for Nationwide to accept Exchanges to or from d Companion Investment Option, the Contract Owner must
identify the Companmon Investment Option to Nationwide in writing and Nationwide must agree to accept

3
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Exchanges to or from the identifiecd Companion Invéstment Option. Nationwide may discountinue accepting
Exchanges to or from a Companion Investment Option by giving the Contract Owner at least thirty (30) days
advance written notice.

In the event the Contract Owner glects to add a Companion Investment Option to the Plan with characteristics in
structure, investment timme horizon, rate setting, or any other characteristics that could compel on-going Exchanges
between the Fixed Account and such Companion Investment Option, the Contract Owner shall provide Nativnwide
with notice of the addition of such a Companion [nvestinent Option to the Plan at Ieast ninety (90) days prior to the
addition of such Companion [nvestment Option. [f sueh a Companion Investment Option is added to the Plan, then
Nationwide may impose an equity wash that prohibits direct Exchanges between the Fixed Account and such
Companion Investment Option. Nationwide will notity the Contract Owner in the event an equity wash will be
imposed with regard to Exchariges with a Compaittion Investment Option and the Fixed Account.

Nationwide processes Transfer requests within seven (7) Business Days of the date the request is received and
accepted by Nationwide from the Contract Owner on behalf of the Participant, or directly from the Participant if
permiited by the Plan. Nationwide may require Transferrequests to be on a form it provides.

Sixty Mouth Exchange.or Transfer Program

If the Contract Owner has elected a Participant level Exchange and Transfer limitation, Nationwide may permit
Participants to direct the complete liquidation of amounts attributable to a Participant Account that are allocated w
the Fixed Account via a monthly Exchange or Transfer over a period of sixty (60) months. Nationwide may, in its
sole discretion. permit the Contract Owner, on behalf of a Participant, to direct the complete liguidation of amounts
attributable to a Participant Account that are allocated to the Fixed Account via monthly Exchange or Transfer over
a period of sixty (60) months. Any such sixty (60) month Exchange or Transfer shall be subject to the following.

(Iy The amount t6 be Exchanged each month is equal to the value of the Fixed Account of the Participant
Account divided by the number of remaining months untl the 60 month Exchange or Transter program is
completed. S ,

(2} Any additional Participant Contribution, Exchange and/or Transfer to the Fixed Account of a Participant
Account where the 60 month Exchange or Transfer program is In effect will result in immediate
cancellation of any additional Exchanges or Transfers under this program.

(3) If the Participant level Exchange limitation (whether the percentage limitation ot number of transactions
limit) has been met in the calendar year in which the request to initiate the 60 month Exchange or Transfer
program is received, Nationwide will reject the request. The request may be made again beginning on the
first day of the next calendar year.

(4) The 60 month Exchange or Transfer program is only available for Participant Account Values of at least
$1.,000.

TERMINATION AND WITHDRAWALS

The following is added to the Contract,
Termination

In the event the Contract Owner or Nationwide terminate the Contract, the following will apply to the Fixed
Account.

At least thirty (30) days prior to the effective date of termination, the Contract Owner must elect one of the two
Withdrawal methods listed below for amounts atiributable to the Fixed Account.

(1) Lump-sum Payment. If the Contract Owner elects to have funds Withdrawn from the Fixed Account
in one lump-sum payment, Natiohwide will pay to the Contract Owner the Withdrawal Value of
amounts attributable to the Fixed Account less a market value adjustment if the present value of
amounts attributable to the Withdrawal are less than the present Contract Value of such amounts. The
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market value adjustment is determined by Nationwide at its sole discretion, but will be done in a
manner consistent with making a reasonable approximation of the present value of assets attributable
to the Fixed Account. Nationwide will provide the Contract Owner the current procedures it uses to
determine the market value adjustment upon request.

(2) Sixty (60) Monthly Installments. If the Contract Owner elects to have funds Withdrawn from the
Fixed Account in sixty (60) monthly installments, Nationwide will begin installment Withdrawals no
later than ninety (90) days following the effective date of termination of the Contract, unless otherwise
mutually agreed by the Contract Owner and Nationwide. The amount of each installment is
determined by the following:

(a) the Fixed Account value on the date before the installment is Withdrawn; divided by
(b) the number of remaining installments.

Fixed Account Withdrawals in addition to installment Withdrawals will not be permitted, nor will any
Exchanges or Transfers be permitted.

IN WITNESS WHEREOF, the parties have caused this Amendment to be executed this ._3__ day of &#M 2019.

APPROVED:

CONTRACT OWNER: FORT BEND COUNTY NATIONWIDE LIFE INSURANCE

COMPANY: 7{
By: é ; ;
7

KP George
County Judge

: 5
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Nationwide’

is on your side

Guaranteed Minimum Interest Rate Change: Options Form

Plan Name: FORT BEND COUNTY, TEXAS
Entity Number: 0035410001

Please select only one of the options below, sign the bottom of this page, and

return both this Options Form and any required documents by September 30, 2019.

[___] Option One: Crediting Rate
» Return Signed Options Form
» Return Signed Amendment

[__] Option Two: increased Participant Level Exchange and Transfer Limit
» Return Signed Options Form
» Return Signed Amendment

Please Note: If you do not act, you are electing to place those participant allocations In
your existing Default 1nvestment Alternative on file, or in the most conservative
investment option in the plan’s core fund line up if a DIA does not exist. Participants
will be notified of the change so that they may have the opportunity to change their
allocation.

The signed documents can be returned to Nationwide in one of three ways:

e Return in the provided envelope
¢ Scan and email to NRSFORU@nationwide.com
e Faxdirectly to 1-877-677-4329

For information about each option, please refer to the Guaranteed Minimum
Interest Rate Change: Explanation of Options.

OPTION 1
Or
OPTION 2

REQUIRED
DOCUMENTS

Lgpnee o,

Plan Sponsor Signature Date

KP George
County Judge

By signing above, | certify that | have the authority to act on behalf of the Plan and that I have fully reviewed the
information provided to me. The unregistered group variable and fixed annuity is issued by, and any guarantees
are subject to the claims-paying ability of, Nationwide Life Insurance Company, Columbus, OH.






