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June 14, 2010

Joneshoro Paid Lire
Joneshorn, Arkansas

RE: PAIDSERVICE FIREMEN KO COVERED BY SOCIAL SLCURITY
Coverage by Two Plans

Ladies and Gentlernen:
Submitted in this report arc the results of the actuariul valugtions which determine the
employer contribution vates required w supporl, 1or your employees, he benelits provided
by:

*  The Arkansas Local Police and Iire Retirement System ("LOPET"™)

LOPYF] Man Coverage (For Cmployees | lired After Docoember 31, 1982)
and
= Closed Plan" Coverage ¢ The Relict and Pension Fund For Ermployees

Hired Before January 1, T9R3 )

The date of the valuations was December 31, 2009, The valuations were based on data
turnished by vour LOPFI administrative stafl,

The new combined employver contribution vare 15 shown on page 3.

The financial axsemptions used W determing contribulions are deseribed in the Appendices
ol this report. 1o our opinion, they produce results which are reasonable.

The actuaries submutting this statement are Wembuers ol the American Academy of Actuarics
(M.AAAL as indicated, and meet the Qualification Standards of the American Academy of

Actuaries to render the actuarial opinion contained herein.

[ you have any questions concerning this report or LOPF[ in general, please contact the
LORF oflice in Lidle Rock.

Respectfully submitted,

Mita 1. Draeilov, A5 A, MA A AL

David 1., Hoffman



Relationships Between
LOPFI Plan Coverage (For Einplovees Hired Aflter December 31, 1982)
"Closed Plan" Ceverage (The Relief and Pension Fund For

Employvees Hired Before January 1, 1983)

LOPFI Plan. The valuation results contiained witliin the LOPFI material on pages 8-23 arc the same as
they would have been 1 LOPEL had not beean e adminmister the Closed Plan.

Closedd Plan admiristration may causc one moditication of luture LOPFI financial activity: i the
length of the tinancinge period for unfunded liabilinics causes Closed Plan asscts to temporarily dip
belivw 7ere, LOPFT would loan the shortaoes anti? 1l Tinancing period is completed. When the Closcd
Plan financing period is completed, LOPEFT will have been [ully repaid (includtng investment credits)
and the Closed Plan will be fully funded.

Closed Plan.  The tinancing perind foc Clossd Plan unfunded  Dabilitics is 27 vears, (rom
December 31, 2009, "This period is loneer than L previous Hinancing periods, and is reasonable only
because of the ability to borrow from LOPF] shouls Closed Plan assets temporarily dip below zero.

The longer the financing period for uatinded Habilities, the lower the emplover contribution eate

during the financing period,

Employer Contribution Rate.  Each vear the actuanal valuation delermings o single emplover
cantribuition rate peceent which covers e combination of LOPFT and the Closed Plan, ‘Fhe single,
combined comribution rate peteent is converled o Jollacs by multiplying the pereent by the active
member wolal payroll dollars (LOPFT and Clased Pl payrells combined). "This procedure is described
on paec 5,

The LOPF] account is credited with dollars ti the manner deseribed on page 1S, which is the
baste LOPFl-only procedure,

The Closed Plan account s credicd with ths diffcrence between (1) the otal, combined

contribution dollars and (i) the LOPFL-or Iy conulbnian dollars,



Jonesboro Paid Fire
Arkansas Firemen’s Relief and Pension Fund
Benefit Provisions Valued and/or Considered
(Includes Act 397)
Decemaber 31, 2009

Yoluntgry Retirement

Eligibility - 20 vears of service regardless of age.

Amount - Annval benefit equal o 75% of highest year's pay plus an additional $8.400. If
acquired more than 20 years of service credit, benetlt is incrcased by $240 anoually for cach
additional year of service credit. (Maximun: $1,200 annuval addition). If scquired more than 23
years of service credit, retirant's benefit is incrcased at age 60 by 1.23% of highest year's pay lor
service over 25 years. (Maximum benctit is 100% of final salary).

Disubility Retirement

Eligibility - Permanent physical or mental disability,

Amount - {Non-Duly Disabilily} Computed as voluntary retirement bencfit.
{Duty Disability) Annual bencfit is cqual to the ercater ol voluntary retirement
benelit or 63% of linal sulary, Temporary hospital, nursing, and week|v sick benefits
may also be available,

Death Benefits

Eligibtlity - Death before 20 years of service nol oceurring while performing work in gainiul
employment outside the fire department or death after 20 vears of service. Also applicable w
retired members.

Amount - Widow recaives the benefit the imemiber was receiving or, in the case of an active
emplovee, the amount the member would have reccived had the member retired the date of
death. {Lxeluding the additiona] amount pavable at member's age 60 lor service over 25 years),
Minimum widow benefit 1s S6,000 annually. 1Zach minor child receives S1,500 annuably to age
9.

Member Contributions
Pawl employees contribute 6% of salary,

Member contributions are refundable withour interest if termination ol employment eccurs
before maonthly benefits are payable.



Jouneshoro Paid Fire
PAID SERVICE FIREMEN
NOT COVERED BY SOCIAL SECURITY

COMBINED EMPLOYER CONTRIBUTIONS TO PROVIDE LOPFI MEMBER BENEFITS
& CLOSED PLAN BENEFI'TS
Employer Portion is Stale and Local Combined

Computed Decemnber 31, 20008

% ol Active
Contributions Combincd Payroll

Emplover Normal Cost
For LOPFI Benctits 12.89%,

Lindunded accrued Bamisies

{27 vears remalnitg) 14, 83044
COMPUTED EMPLOYER RATE

FOR COMBINLED BENEFTTS 32.69%

Determining Emplover Bollar Contributions

For cach month, the percent-of-pavroll combined conlribution rate is converted o dollars —— and then

pramptly contributed o TOPFL

Based upon the combined annual payroil submitvied Tor this valeaton, $5023 778 the annual emplover

contribuion dollars would be 51 042273

Howcewer, in budeeting combined dodlars fora lseat peviod. be sure you use the payroll dollars you are
budgerine for that same fiscal period {which will prohebly be different than the pavrall dollars reported

here),

When combined contribution dollars arc reccived by LOPFL they are allocated between the two Plans

s deseribed on page 3.



Joneshoro Paid Fire
Historical Schedule

Actoarial Average  Average Actuarial Final
Valuation Age Service Accrued Employer
Date  Duomber Tayroll {vears) {vears) Assets Liahility Rate
12-31-497 T3 1,976,806 344 a2 2,698,436 4,301,238 24 33%,
[2-3]-98 68 1,820,455 335 5.2 (203,563) 3,199,180 22.76%
12-31-99 77 2,002,641 33.3 7.2 2,762,973 4,033,080 16.45%
[ 2-31-0i ) 2,343,189 341 87 4 051,253 5979518 17.61%
[2-31-01 83 2,554,281 343 B3 4,564, 80 5,158,507 G.08%
[2-31-02 B 2,808,209 333 ) 5,300,414 6,261,763 14.80%
12-31-03 87 2,982,798 RIR1] 10.3 3,986,047 8,020,146 20,5054

2-31-04 87 3,173,050 i6.6 110 3,940,973 10,148,443 25.014%
12.31-03 2 34172106 370 1.3 3019845 10,304,897 25.58%
12-31-06 95 3,675,503 371 LIT 6,022,577 13,706,459 26429,
2-31-07 112 4,358,433 364 10.8 T.854,46% 16,532,990 26.07%
12-31-08 105 4,351,331 36.9 12 4,251,879 19,010,693 3187
E2-31-09 L] 50237748 3T 112 3368733 MR41.220 32.69%

&



Jonesboro Paid Fire

Certain Disclosures Requirced by Statements No. 25 and No. 27 of the

Governmental Acceunting Standards Board
Januury 1, 2010

Required Supptementary Informarion:
For 2009, the pulitical subdivision’s annual pension cost of §1,444.130 was equal 10 the required and actual
contributions.  The required contribution was deterimined as pact of the December 31, 2007 annual actuarial
valuation using the entry age actuarial cost method, The actuarial assumptions cffective for the 2009
valuation included (a3 a rate of return on the invissment of present and future assets of 8.0% per vear. (h)
projected salary increases of 4.0% per year, compounded annually, atiribuwble to wage nflation. {c)
additional projected salary inercases ranging M kit w 6.0% per vear, depending un age, attributable to
sehiorinmerit, (4 the assuoption that benctits wit! inzrease 3% per year afler retirement (LOPFT members
enlby}, and (&) pre- and post-retirement mortality lused on the RP-2000 Combined Projucied 10 2007 Table,
sot forward two vears for men. The actuarial vitue of ussets was determined using technigues that smooth
the effects of short-term volatility in the market value of investments over a five-year period. The unlunded
uctuarial acerued lability is being amontized us u Tevel percentage of valuation payroll. The amortization
perivd for Closed Group unfunded Habilities w1 Decvisler 31, 2009 was 27 vears.
COMEBINED FMPLOYER CONTRIBUTIONS TO PROVIDE LOPFI MEMRBER BENEFITS &
CLOSLD PLAN BENEFITS

Employer Partion is State and Local Combined
REQUIRED SUPPLEMENTARY INFORMATION

Schedule af Funding Progress

(k) {h-n} [{b-a)/c]
(a) Entry-Aye Uniuaded () TAl asa
Actoariai Avinarial Actuayial Avevued {ab) Annual Percentuge of

Valuution Valpe Acerucd Liubilily Funded Covered Covered

. Dae of Assets Liability (ALY Ratio Payroll Payroll
12-31-97 2,698,436 4,301,238 [La02,802 63% 1,976,306 %1%
12-31-98 {263.563) 3,199.150 3,462,743 % 1,829,455 185%
{2-31-99 2,762,973 4,033,000 270117 H9% 2.062.041 62%
12-31-00 4,051,253 5979518 12RO HEY 2,343,189 81
23101 ¥ 4,869 301 5,158,507 IERT00 0484 2,554 281 1%
12-31-02% 5300414 0.961,763 1,661,349 T6% 2 K(18,209 9%
12-31-03% 3986097 8,020,126 4,034,049 50% 2,982,798 1355
12-31-04% 3,248,971 10,148 4493 (200,520 395 3,173,030 i93%
12-31-03 3,619,845 10,304 897 B.OR: 52 33% 3417216 196%%
12-31-06 6,022,577 13,706,450 ERHER L 44% 3,675.503 2085
[2-31-07 T.K854. 469 16,552,940 BAYE A2 7%, 4,358,433 200,
2310t 4,251,879 169,040,603 11.754.814 Pty 4351551 J349%
[2-31-09 3368723 200 841,220 |7 713597 16% 523778 Jdd%

* adier changes in acluycial assumplions andier bonedt changes.



Brief Summary As of [}eccmber 31, 2009
LOPFE! Coverage for Paid Service
Benefits and Conditions Evaluated and/or Considered
(Scction references are to Arkansas Code, including
amendments trom the 2009 General Assembly Session)

Veluntary Retivement. Section 24-10-604, A member may retive with an ape & scrvice anmuiy after
both (i1 comtpleting 5 vears ol credived service, and (1) atraining his normal reticement age.

The nurmal reticement age is age 60 for & member with less than 20 years credited service,
and dage 33 tor a member with at least 20 vears crodited serviee, or any age for a member with 28 or

more years of credited service,

Compufsory Hetirement. Section 24-10-605. Estublished by each emplover.

Puid Service. Sectiom 24-10-102013). Clavered emplovment whick is half-time emplovment or more,
and for which a minimum doltar amount iy paid.

['or each calendar month in 1981, the minimum is S500 for the month. For cach later calendar
year, the 3300 is indexed for infation (Consumer Price Index). Accordingly. the monthly minimum

during 2009 i £1.244.

Voluateer Service., Section 24-10-102014). Covered ermployvinent which canndt be classified as Paid

Service.

Finaf Average Pay. Seclion 24-10-102(160A). The auverage of a member’s monthly pay during the
period of 36 consecutive months of credited Paid Service producing the highest monthly average.
which period is contained within the 120 consecutive months of credited Paid Service immediately

preceding retivement. Not applicable to Voluinteer Service,



Age and Service Amnuily. Section 24-10-602. The annuity, payable monthly for life, equals a
specificd amount multiplied by the member’'s number of years of crediled service. The amount
depends upon the condilions related to covered crployment:
A_ Paid Service Not Covered by Social Security, For each vear of such service, 2.94% of
the member™s {inal averaoe pay,
B.  Paid Service Also Covered by Social Security. For cach yeur of such servics, 1.54%
of the member’s final average pay. In addition, there 1s a temporary annuiry equal to
1.0% of the member's Minal averape pay for each vear of service, pavable Lo normal
social security retirerment age.

C. At time of retirement, the total of A plus B cannot exceed 100% of final average pay.

Eurly Annuity. Scction 24-10-606. A member may retire with an early annuity after both: (i
completing 20 vears of credited service, and (i) attaining age 30 or (iii) after completing 25 years of
credited paid service.

The early annuity amount, payable monthly tor life, is computed in the same manner as an
age & service annnity. based upon his service and pay record to time ol early retirement, but reduced
(o refleet the fact that his ape when payments begin is younger than his normal retivement age. The
amount ol the reduction is 1/2 of 1% (OU5) for cacl menth his age at carly retirement is younger than

his normal retirement age (age 55 [or members wilh 25 years of credited paid service).

Vested Termination Anppity. Section 24-10-611. If a member leaves LOPFl-covered employment
(i} belore attaining his early retirement age, and (i1) alter completing 5 vears of credited service, he
beeomes eligible for a vested lermination annuity; provided he lives to his normal retirement age and
does not withdraw his accumualated contributions,

The wvested annuily amount, pavable monthly for life from his normal retirement age, is
computed in the same manner as an age & scrvice anowity, based upon his service record W time of
lcaving LOPE| coverage. However, final average pay is incrcased by one-half of any increase in the

iation index lor the pernod feoom weemination of crployment to beginning of annuity payments.



Nor-Duty Disability Annuity,  Section 24-10-607¢0CTHA), A member with 5 or more vears of
credited service wlho bhecomes tolally and permanently disabled from other than duty-connected
causes recetves & non-duty disability aonutty compured in the same matiner as an age & sarvice

antwity, based vpon his scrvice record 1o time of dizability.

Dutry Disabitity Apmuity.  Section 24-10-607(c)i LiAY. A member who bccomes totally and
permancntiy disabled from duly-connected causes reccives a duty disability annuity computed in the
same manner as an age & service annwity, bascd vpon his covered employment record to fime of

disability. The minimum annuity pavable 1 63% of the member's final average pav.
¥ ¥ Py Ee pal

Non-Duty Death-in-Service, Section 24-10-608(231).  Upon the death, from other than duny-
connected causes, of a Paid Service member who had completed 5 vears of paid service, his eligible

surviving dependents receive the Tollowing benefis:

{#)  The surviving spouse reccives an anmuity coual to the Option B50O annuity (juinl and
0% survivor benefit) computed bascd upon the deceased member’s service fand pay)
record to time of death. Minimum of 20% of member’s final average pay, or S125
memtthily if greaier.

(b}  While a spouse henefit is payvable, cach dependent child under age 18 {age 23 if full time
student) receives 10% of member’s finul average pay, or $25 monthly if preater. The
lotal for 4 or more childven cannot exceed 30% of inal averape pay. or $1235 monthly if
areater.

{c}  While no spouse benelit is payable, coch dependent child under age 18 {ape 23 if full
tme student) receives 20% of membzr's final average pay, vr $23 monthly i’ greater.
The toeal for 3 or more children cannot cxeced 50% of final average pay, or $1235
monthly it greater.

(d) Tt there is neither spouse nor child ot time of member’s death, each dependent parent

reccives 20% ot final HVLInge Py,

il



Dty Death-in-Service. Section 24-10-608(b)(1). Upon the death of a Pald Service member from
duty-connected causes, regardiess of length ol service. his eligible surviving dependents receive the
same benefits as for Non-Duty Death, except thal if credited service at the Ume of death is less than

25 years, credited service 15 increased 1o 23 years.

Benefit Chunges After Retivement.  Section 24-10-612. There is an annual redctermination of
munthly henefit amount, beginning the July first following 12 months of retirement. The

redeterined amount s 3.0% of the monthly henelio from the preceding July.

Member Contributions. Sections 24-10-404 and 24-10-613. Each member contributes 8.3% of his
coverad pay if his ¢overad employment is resulting in Paid Scrvice credit and is not covored by
Social Security,  For other covercd emplovment conditions, cach member contributes 2.5% of his

coverad pay,

it a2 member leaves LOPEl-covered employment before an annuity is payable on his behall, his
accumulated contributions are retunded 1o him. 1 he dies, his accomulated contributions are

refunded 1o his desipnated beneficiary,

Emplover Comributions. Section 24-10-403, Cach emplover contribules the remainder amounts
necessary to finance its employees’ participarion in LOPFI. Contributions 1o LOPFI are determined
based upon level-rate principles, so that contmbulion rates de not have to increase over decades ot

i,

DROP (Deferred Retirement Option Plan). Sections 24-10-701 through 24-10-708. Paid scrvice
membors who have allained age 55 with at least 20 vears ol service or members with at least 28 years
of service may participate. Participants with 28 yvears of service will receive 75% of accrued benelit
at time ol DROP election while in DROP, pavable into the participant™s DROP account {which will
be credited with 6% interest annueily). Participants with less than 28 years of service will receive
72% of accrued benefit at time of BROP election while in DROP, pavable into the participant’s
DROP account (which will be credited with 6% intovest annuallyy. Fmployer and employee
contributions continue.  For additional details please refer to Arkansas Code, Title 24, Chapter 10,

Subchapter 7.



LOPFI
1Nustrations of Noriial Berefit Amounts

FOR PAID SERVICE WHICH IS NO'T COVERED BY SOCIAL SECLRITY
{The applicable Benefit Program is Years of Paid Service times 2.94% of FAP)

Final ' LOPY
Averame | Brnefil
Fay (FAP) Munthly | Yo af FAI'
32 ¥ears of Service
$i1, 800 S 1093 Qd2q
2,300 2.07¢ 04
2.600 2444 G
3,000 N el 04
3,400 AL 94
28 Years of Serviee
$1.800 R 1 k24,
3,200 1.311 82
2600 R 82
3,000 2 AT 52
3,400 2.799 &2
20 ¥ears of Seryice
$1.800 w1058 54944,
2200 |23 r 50
2,600 529 549
3,004 1,764 54
1.400 |, 904 a5

“Tinal Average Pay” means the monthly average ol an employvee’s pays during the period of’ 36
consecutive months when they were highest, contained within his last 120 months of paid service.

Armounts are shown Lo nearest dollar, for simplicity; actual amounts are 10 neatest ceng,
With 28 or more years of serviee the employes s eligible Jor normal retirement at any age, With 20

or more years ol service the emplayee is eligible fur noemal retirement aL age 55, With fewer than 20
vears, the eligibility age is 60.



Joneshoro Paid Fire

The active members covered at December 31, 2009 wore reported (o total 1110, with an annogl payrol]

totzling $4.969,724,

Active Members in the Valnation

Comparative Schedule

Avcrage
Valuation .

Dats Anpual Annual Age Serviec
Dree, 31 Number Payroll " Pay {vears) {yeurs)
[293 48 21,044 922 B2 Ta5 L] 4.2
1544 4y 31,150,476 £23470 3y 51
194935 a0 1,228,425 §24 560 31.5 5.9
1996 52 51,316,277 $25,313 321 0.6
1947 ] 51,524 805 $25413 323 0,7
1098 3 $1.648,930 26,173 330 74
19949 73 S1.007,99:4 ) 826137 329 7.3
2004} 75 52,176,652 $20.022 33.7 B
2001 a0 $2,432.94] 30412 34.0 L
2002 82 52,674,063 832,611 330 9.2
20613 a4 52,841 598 $33,820 337 0.0
2004 8d F3,010.144 | $35,833 362 1.6
20015 59 53,308,630 37,176 07 11.0
2006 3 33,560,813 F8.258 369 11.4
2007 110 $4.230616 | $38460 LN 1(0.5
2003 113 54,290.557 841,342 363 11.9
(3% 1110 S4.069 725 | $45.179 6 13.1




Jonesbaro Paid Fire

MEANING OF ACTUARIAL ACCRUED LIABILITIES

Almost every pension plan {public or privare) has ~actoarial acerued liahilities,” so whatever they are,

they aren’t rare. Since the term is not part of evervday conversation, it needs some dettnition.

*Accrued liabilities™ are the present valuz ¥ of plan promises to pay benefits in the future allocated to
service already rendered - a liability has becn established (“accrucd™) because the service has been
rendered, but the resulting monthly cash benelit may not be payable until years in the future.
Acerued liabilitics $ are the result of complex mathematical caleulations, which are made by the

ntan’s actuary {(which is the name given to the specialist who makes such caleuliations).

The assets of your group wers reporled as of Decermber 31, 2000 10 be:

Member Deposit Account b 3107238
Fmplover Accumulation Account 11,650,447
Total Reparted Asscls ) 14,157,685

One of the results of the annual actuarial valuation iz actvarial accrued liabilities, The computed and

unfunded acluarial accrued liabilitics are listed below:

ACTUARIAL ACCRUED LIABILITIES: COMPUTED AND UNFUNDED

Computed Accrued Liabililics § 20,452,446
Reported Asscts 14 137645
L'nfuncled Accrued Liabiliticos 5 (.204 761

Unlunded acerued Jiabilities were amortized over a periad of 30 years,

i



Jonesboro Paid Fire

Not Covered By Social Secarity
EMPLOYER CONTRIBUTIONS TO PROVIDE LOPFI BENEFITS
Employer Portion is State and Local Combined

Computed December 31, 2009

%o of
Contributions Aetive Payraoll

Normal cost of benefits:

Aye und scrvice 19.50%

Casualty 1,53%

Refunds 0.356%
Total 21.39%
Unfunded acerued Babilities 4.60%
Total Contribution Requirement 25.99%,

MMember porlion 8.5308%%

Froplover portion 17.49%

Determining Emplover Dollar Contributions

For each month, the percent-ol~payroll contribution rate is converled o dollars -- and then promptly

contributed to vour account with LOPF1.

Based upon the annual payroll submitled for this valvation, $4,969,728, the annual employer
contribution dollars would be $869,205.

However, in budgeting LOPFE dollars [or a tiscal period be sure you use the payroll dollars you are

budgeting for that same fiscal period (which will probably be different than the payroll doitars

reported here).

i



Joneshoroe Paid Fire
Accrued Liabilities and Computed Contributions
Comparaiive Schedule

LUnfunded Accrued -
Liahilitics
Valuation : Pereent of | Computed
Nate Acerued I Valuation | Funded Doilar Apnual | Contribution
Deg. 31 Liabilities | . Assels 'Percm_rl_ Amounnt Payroll . Rate
j9G3 800,764 | 10561356 132% {25557} {24%) 11,27'"3”1___1
F994 FOS9,168 E 1,277,021 121% {217,853} f19%a} 11.83%
1945 1,246,593 1,645 959 127% {349.360] (8%} i.45%
199 1,593,994 | 2072723 | 130% | \476.729) |  (36%) 19.52%
1997 1,538,108 2,651,744 i 138%; {723,638 {47%0) 10L03%0
1998 2490921 | 3284737 132% (7938167 | (48%) 11.46%
1999 3,275,765 4,190,683 E 125%: {(914.21%) {4854} 11.35%
2000 4,114,249 5,305,660 5 1299 | (1191420 {55%) 11.40%
2001 3,734,680 | 6,230,038 [ 167% | (2,495,970 (103%) 6.00%
2002 | 5497750 ] 6973894 ) 127% | (1476104 (55%) 9.56%
2003 7012, 168 1,831.&85‘ P2 {8GR.N1T) . {31%4) 1156%
2004 8082350 7,947 738 Bi% | 1034620 3d4g 15.08%
2005 9,927,054 | 9,541,699 f g Ly 3R5,955 | 2% 15.54%
2006 | 12406992( 12,004.944 1 98% | w2048 | 8% 15.47%
| 2007 15665735 1 13,845,938 BR%E 1._,3[9,?9'.3_ 43% 16.48%
2008 18,641,060 ] 15,682.028 1 " §4% | 2950057 | 6% 16.49%
2009 00,452,446 | 14,157.685 1 euy, 6294761 | 127% 17.49% |




Summary of Historical Plan Amendments

Beginning with the December 31, 1993 actuarial valuation, valuation assets are equal 1o reported
book value, adjusted o partially recognize the difference between book value and market value.

The December 31, 1996 valuation includes legislated beneflt increases. These increases included
relirement at any age wilh 30 or more years of service, vesting after > yvears of service, and higher
post-retivemeant cost of living adjustments.

Two retirement board policy changes are reflected in the December 31, 1996 valuation, the use of a
30 year period tor amortization of unfunded actuarial accrued liahilities and the elimination of a
direct charge for expenses in the compuled employer contribution rate.

The December 31, 1998 valuation includes both new actuarial assumptions and legislated benefit
increases.  These increases included retircment at any age with 28 or more years of service and an
increase in the paid service multiphier to 2,19 ol {(inal average pay (1.1% lor paid service members
also covered by social security).

The December 31, 2000 valuation includes legislated benefit increases.  Specifically. the increases
were the following: extending the payment of the temporary annuity te full social security retirgment
age, raising lthe minimum duty disabilily benelit to 63% of final average pay and an increasing the
benefit muitiplier to 2.2% of final average pay (1.2% for paid service members wlso covered by social
SECUTTY .

The December 3t, 2001 valuation includes new acluarial assumptions.

Thi December 31, 2002 valuation includes legislated benefit increases. The major increases were a
move from simple o compound escalation of the posi-retirement benefit increase and an increase in
the benefit multiplicr to 2.3% of final average pay (1.5% for paid service members also covered by
social security).

The December 31, 2003 valuation includes new actuanial assumptions adopted by the Board of
Trusrees.

The December 3 1, 2004 valvation includes legislated benefit increases. 'The major increases were an
tncrease in the benefit multiplier to 2.7% of final average pay {1.7% lor paid service members also
covered by social security) and DROP eligibility al age 55 with 20 years ol service,

The 2ecember 31, 2007 valuation includes legislated benelit increases. The major increase was an
increase tn the maximum benefit to 85% of final average pay.

The December 31, 2008 valuation includes both new actuarial assumptions and legistated beneiit
inereases. These increases included early retirement at any age with 25 or more years ol paid service,
an increase in the paid service multiphcr 1o 2.94% of final average pay (1.94% for paid service
members also covered by social security), and an increase in the maximuwm benefit to 100% of final
AVCrAGE pay.



Summary of
FINANCIAL ASSUMPTIONS USED FGR [LOPFI ACTUARIAL VALUATIONS

Assumptions Adopted by Board of Trustces After Consulting With Actuary
The aotuarial assumpifons wyed in msking the valuations are shown in this section of the repart,
ECONOMIC ASSUMPTIONS

The [nvesfment reteri rafe ysed inoweaking the voloation was 8.0% per veur, compounded annually {net
aller administrative expenses). This rawe of return is not the assumed real rate of retum. The real rate of
return s the portion of imvestment retum whieh is more than the wope inflution rate. With a 4.0%
reeoenition of wawe influuon, the $0% trvestment relurn vate ransiates to an assumed real rate of retuen of
9.0,

Pay ijgerease assumptions for individuad active members are summasized v Sehedule A-30 Parl of the
ussumplion for each age is for a merit andior seniorily increase, and the other 4.0% recognizes wape
inflagion,

Tafaf aceive member payeolf 1s assumed to incrcase 4.0% a year, whicl is the portion of the individual pay
increase assumplions attribatable (0 wigre inflation.

The apmber of active membery iz assumad L vontiaue o Lhe preseat mimber,
NON-ECONOMIC ASSUMPTIONS

Fhe mortality fabfe vsed to measure retired life mortality was the RT-2000 Combined Projected to 2007
Table, set forward twno years for men.  Related values are shown in Schedule A-10 Disability post-
retirement morfality was assumed 0 be the swue as standard post-retirgment mortality set forward an
additional 1} years. For death-in-service maortality, filly persent of the post-retirement morttality tables were
wsed, Fifty pereent of deaths-in-service were assumed v be diny related,

The probabifities of refirement for members eligible to vetire are shown in Schedule A3

The probabilities of withdrawaf fram service and decti-in-vervice are summarized in Schedule A-4, and
the prodabififies of disabifiy are summiurized in Schedule A2

Aw individual entry age actuarint cost method of valuation was wsed in determining age & service
allowance normal costs and the allocalion of petusrial present values botween service rendered before and
after the valuation date. The entry-age acluarial cost method has the Tolluwing characteristics:

the annual normal costs for each individoal active momber, payable from the member’s actagl
date of employment 1o the member’s projecred date of retirement wre sutlicient to accumulate
lhe actuarial present value of the wember’s benelit at the tims of retirement; cach annual
bormal cast is: (a) & constant percentage of the momber’s vear Lo venr projected covered pay
for paid serviee plans, or (by a constane dolbar amonne for voluntesr service plans,



LHtterences in the past bebween assumed expencnce and actual experience ("actuarial gains and losses™) arc
ingvilubie and become part of accrued liabilities, In LOPF, cumulalive actuarial losses and gains arce the
same as unfunded (or overfunded) acerued liabilities.

Unfunded accrued liabilities are amaortized to produce contribution amounts (principal and interest) which
are (&) level percent of payrol] contributions uver a period of future yvears for paid service plans, or (B} level
doflar amounts for volunteer service plans,

OTHER TECHNICAL ASSUMPTTONS
Decrements are assioned to ocowr at the middle of the valuation year,
The probability of belng married, Tor death-in-scrvice benefits, is assumed to be 90%,

Members whe are eligible ro participate I the DROP are assumed ta entar the DROP with high probability
as members would reach the maximurm benefit (as a percent of [inal average pay) shortly after fiest eligibility
1w enter the DROP,

Future service credit 1s always assumed o accrue at the rate of 1 year of credil every 12 calendar months,
Lower service accrual rates (service breaks or less-than-full-time empleoyment) or higher service accrual
rates (additnon of milicary credit or retnstatement of prior service) are reflected as they are reparted. Any
lower or higher acerual rates may result in small financial gains or losses when reported.

The fuorm of benefit payment assumed in the valuation [or paid service and volunteer service plans is the
Uive Year Certain and Life Ciption, For local plans under LOPIT administration, the assumed form of
benght paviment is 100% joint and survivor tor police plans and the Lile Option for fire plans. For local
firc plans under LOPF] adminisiration whoe have adopted Act 397, the assumed onn of benefit payment is
100% Joint and survivor.

Emplayer contribution duflars were assumed 10 be pirddd irr equal instaflenents \hroughout the cmployer
fiscal year.

Prevent avvety foash & investments) were wied baved v a smoothed market value,

The data ahowr persons now covered and abour present assets were furnished by the System’s
administrative staff.  Although examined for general reasonablencss, the data was not audited by the
Actuary,

The actuarial valuation compulations were made by or under the supervision of'a Member of the American
Acadeey of Actuarics (M A A AL



Scehedule A-1
Single Life Retirement Values
Based on the RI-2000 Combined Projected to 2007 Table und 8.0% Tnterest

~ Value at Retirement: i Fulure Life
& ~%1.00 Monthly for Lifc Expectaney (Years)
.. Sample=t ' ' ' e
- Ages . Men Women Men Women
43 S140.07 Elasen 34.35 38.75
50 34,00 L 34.2% 29.63 33.94
i) 12607 P329d 2500 2925
i 11595 24,73 20.64 | 24 71
63 103,99 [14.73 16,60 20.44
7n Qnzy o N3 12 12.94 (.52
75 7495 0 8998 9.6 13.00
80 L 5925 [ 7548 697 9.87
Sample Bencfit Portion of Age 55 Sample -
Attained [nureasing Lives Still Alive Attained
Ages 3% Yearly Mca . Apes
33 3140 100%; I 35
60 16 W7 G0
63 [ 34 9| (5
70 | =0 #3 T
75 iy a4 75
80 L S .
Schedule A-2
Probabilitics of Disabitity Retirement
Sample %o of Yolunteer Members
Aguy Becoming
Ltisabled Within Next Year
20 0.13%
25 013
3 iy
33 (126
A (re
45 (102
50 .0
33 1.82
61) EEE




Schedule A-3

Probabhilities of Retirement for Paid Service Members Eligible to Retire

B
Ely Lo P
i|:; Eligible ;

45-47 2% 45-47 0%
48 2 48 40
49 2 49 40
50 2 50 40
5 2 3l 35
52 2 52 20
53 2 53 15
54 2 54 I3
55 25% 28 25% 53 5
56 25 29 25 56 15
57 25 30 25 57 15
58 20 3 25 58 15
59 20 32 35 59 25
60 50 33 40} 60 100
61 1S 34 100 6l 100
62 30 62 100
63 15 63 100
64 15 64 100
65 100 65 100

A member was assumed eligible for retirement after attaining age 55 with 20 vears ol service or age
60 with 3 years of service or any age with 28 or more years ol service. A member was assumed to
retire with 100% probability at 34 or more vears of service credit.

A metber was assumed cligible for g reduced benelit aller attaining age SO with 20 or more years of
SErVECe oF any age with 25 or more years of paid service.

The probabilities of retirement shown above represent ultimate termination of emplovment (whether
or not the member participates in the DROPM).



LS

Schedule A-4

EEREL

Rales of Separation (excluding deaths and disahility)

From Aclive Employment Before Retirement

Sample " Years of %% of Active Paid Service Members
Ages |7 Service Separating Witliin Next Year
P Police " Fire
ALL ] R RY 00
1 18,600 8.0
2 [3.00) 8.00
3 1304 T7.00
4 17,04 6.00
25 5 & Over 463 4.40
afl B0 380
35 .21 3.0
ay 4,95 ERO
45 3046 L.00
S0 R (.30
535 RSN .00
&0 (.00 0.00




Schedule A-5

Pay Inercuse Assumptions For an Endividual Member

Pay Increase Assumptions
For an Individual Member
Present Pay
Sample Resulting in Merit and ~ Base Increase
Ages Pay of $1;000 at Age 60 |  Seniority | “(Economic) Next Year
20 P93 6.0% 4.0% 10.0%
23 |49 3.1 4.1 b1
30 224 3.2 4.0 7.2
33 aq7 1.5 4.0 5.9
H3 402 1.2 4.0 3.2
43 314 (g 4.1 4.4
30 o449 (Lo 4.0] 4.6
55 809 {+.4 4.0 4.4
&) 1.000 1.3 4.0 4.3

Service related salary increases are assumed Lo oveur during the first five years of cmployment,
The first increase is 3.0% in addition o the age related pay increases shown above. In the

following vears the increases are 2.5%, 2.0% [.5% and |.0%.
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Kequired Supplemencary Information:

For 2004, the political subdivision’s anouwal pension cost of $832,.604% was cqual ta the required and acteal
contributions. The required contribution was determincd as part of the December 31, 2007 annual
actuarial valuation using the entry age actuarial cost method. The actuarial assumptions effective tor the
2009 valuation included (a} a rate ol retern on present and future assets of 8.0% per year, compounded
annualty, (b) projected salary increase of 4.0% per yvear, compounded annually, attributable to wage
ination, (¢} additional projected salary increases ranging rom 0.0% 10 6.0% per year, attributable to
semocityimerit, (d} pre- and post-retirement mertindity based on the RP-2000 Combined Projected b 2007
Table, set forward two years lor méi, and () annuad cempounded post-retirement increases of 3.0% per
vear. The actuarial vilue of assels was determined using techniques that smeoath the shor-term volatility
im the market value of investments over o five-vear neriod, The unfunded actearial accrued liability (and
assets in excess aof actuarial aceroed lability) is beinge smortized as a level percentage of projected payroll

onan open basis. The amortization period as ol Deceinber 31, 2007 was 30 vears.

Schedule of Funding Propress:

Mote: The above assets and actwarial accingd Dahilities du
asanciated with the Reliremnent Beserve Acceunl. Fur o coenincle deseription of e actvarial assumplions wsed in the

I
(a) (b} {a-i} (bia) (<) [(a-b)/(c)]
Actuarial | Entry Age Unfamded UAL nsa
Valuation |  Actuarial Agtuarial Avcrued Anounal | Percentage
Date Acerued - | Value of Liability | Fonded | Covered | of Covered
Dec, 31 Linbility Assels {(UAl) Rativ Payroll |  TPayroll
1995 1206503 | ] 615 459 [3440.560) 127% 1,228,423 [28%)
1996 1,565,864 | 2.072.723 (476.729) 130% | 1,316,277 {36%)
1997 1,928,108 | 2.65].744 {(723,634) 138% | 1.524.805 | (47%])
1958 2490921 | 3284737 (793.816) | 132% | 1648930 [  (48%)
1449 3.275,765 | 4,190,683 {21918} 128% | 1,907,994 {45%)
2040 4,114,249 | 3305669 °  (1.091.420) | 129% 2,176,652 {35%)
20401 3734680 | 62058 {2495 0978 167%  2,432.941 {103%)
2002 5,497,790 | 6973594 | (1476 104] i27% | 2.074.0063 {35%)
2003 T2 108 Ry L] {96E.217) 112% 2.841,598 {31%}
2004 - _ BOR2359 | 7947730 | L35-1,620 88% | 3.010,144 34%
2003 9,927,654 | 9 541,609 383955 | 96% . 3,308,630 12%
2006 12400992 | 12 104004 302048 BE% 3,560,803 8%
2T 13,605,735 | 138428538 |84 797 88% | 42304616 43%
2008 18.641.060 l:':-.(:i:lf]l_i| 2439.032 84% | 4,299,537 £9%
2019 2045 446 | L 1ET 6N 0.3 1.701 BOYL DY, T2 127%%

anrual valuations, please contact the LOPUL e live e Lilele Ruck.

0

ol nelude the assets and actoarial acerued Labilities




