‘(11 3uawiydeny) $T0Z 10} 3INPaYIS Suilaaw e PaINgIISIP assSNJdd 'd T9|NPaYds SURJSIN S10Z

"Ajsnowjueun paiiied uollow ayl pue aAe PaJoA |[e ‘IUBSOION ‘[ Ag papuoIas

‘anosdde 01 parow uung ‘A :NOILOIN "ueld [edidiuninl aUl Wouy vT0Z/T/L SM10849 OW//LT €TT'TS 40
Aynuue Juadunuod %0g pue 1uiof e 919234 01 Pa1Ia}a ‘9aA0|dWd UOIIRINPT JO pILOY B ‘puBRlLISg SUUEO|
"Ajsnowiueun paliIed UOII0W Yyl pue aAe pajoa

Ie ‘luesoJoN ‘1 Aq papu0dss ‘@ncsdde 01 parow uung "IN :NOILOW "$T0Z/T/8 9AID342 ow/I1'6228

40 Ayinuue 3uaBunluod %E0T pue UI0[ B 3AISDBL 01 PIIDBID 941184 BIIAISS JLISIA B Jauue) 1aS0y
‘S|endrddy Jijauag

"SIUBWIISBAUL JO XS BY] 9INPaL pue papuny
%00T 03 4950J2 $198 ddueleq 31 SB A[350]D SIUBIISIAUL B} JOUOW PIeog 3y 18yl Pa15a88ns YoAS 'y

‘uoiieluasaid 1oy uo

pisuaoNy “3 pajuawiidwod uung " %/ Ajeiewixoidde Jo suied jasse paouaiadxa aey sueid ay) ‘ofe
sieaA ¢ 043z woly dn papuny %GE St 340 "Paseasdap s3s0o winjwaid se HYY ayl ut doap e uaas sey g3do
9yl "s1edA-Qg 1e 32|AJ8s JO siedA Jiayl Buiziwixew siaqLuawW [B4aASS 03 anp paddoup aaey s1s0d ue|d
9DIAIBS HIBIN BYL "dW SIYl 18 Papaau ase sa8uULYd OU PIJOU pue suoidWNSSe By} PAMBIASL PISUIINY ]

"(0av) uonnguiuo) pautwislaq Ajjerenioy yum paoeidal Buiaq (DYy) uoingLiuo) paiinbay [enuuy

ay3 yum a3ueyd ASojouiwia) e sem asay) pouad Jeah-GT uado ue JaA0 Alljigel] papuniun ayi Jo uoipiod
e snjd 1500 [eWIOU 3Y3 sAed uejd 301A13S 13N 9yl pue pouad Jeak-0z pasop e 1aA0 Aljiger| papunjun
3y} jo uoiniod e snid 3500 jewriou ay3 Suihed umo] 3yl yum ueid [edpiunpy :suejd yiog 1oy Adijod Suipuny
e ydope 03 paiinbals sem UMO] By "JB3A 1Xau 10943 01Ul 08 [{IM 89 GSVO SjIYM $102/0€/9 8uipus

JeaA 10410813 Ul Sem £9 gSyD pauredxs YoAs 'y (1 uswyoeny) sueld 9340 18 301AI3S 1SN ‘fedidiuniy
83 10} 140d3J UOEN|BA [RLIBNIDE 3Y] JO MBIABI B pajuasald Alenjoy Supnsuo) ‘pisusiny uajj3 pue
Asenioy Buinsuo) pue Juapisaid ‘YoAs pieydry TqUIOJOH g 433 00H — UOISSNISi[ pue 1ioday [elenioy

"Ajsnowiueun passed uopoy "8upeaw Jeindas $TOE ‘2T ISNSNY Y3 Jo saInuiw ayl aAosdde 03 assniad
"d Ag papuodas uung ‘Al Aq :NOILOW “BUNBaIA JB[NEaY T10Z ‘21 1SN8Ny JO SaINUIA JO [eAoIddy

‘wdg0:/ 18 9ssniad uewuiey) Ag 1apio 01 Pajjed sem Sulleaw ayy

"JU| ‘SQLUODOH 18 JB)OO0H WOy BiSUIINY UBYT pue YydAs pieydiy ‘edueuld Jo
pieog ‘UewYsl] "N ‘UBWIIDBIBS 1SJi4 BY] 01 JURISISSY SAIIRAISIUIIPY ‘||04e) "y :judsaid os|y “sanuadier
"4 "UOSHIAA "L ‘SOUBIA 'T ‘Sauleg "¢ 1UaSqy IUBSOIO 'f ‘Uung "INl ‘assniad 'd BUELEYP

SALNNIN

vTOZ ‘8 ¥390.100 ‘AVasint
ONILI3IN TVIO3dS NOISSININOD NOISN3Id a1314HO 1N



Asejainasg
IUBSOION "M\ UYOF

‘pawgns Ajjnj1oadsay

"POLLIED UOHIOW 3Y1 pue sAe
P310A |y "POpUOIBS [UBSOIOIA T pue "wdzp:g 1 uinofpe 0] paAow uung "N :UOROA FuaWLINOIpY

P10 ‘7 419qwiadaq ‘Aepsany uo aq ||IM UOISSILILLOD UOISUG By} JO Sulleaw 1enSas 1xau ay |

‘Bunsaw

Asenigag ay3 pusiie 01 payse aq (|Im jueg SSUIARS SUOIUN "GSN 10BIUOD ||IM JUBSOIO ‘[ "SHJBWYIUS]
papus|q My} wiopadiapun 03 aNUIUOD STUNOJJE BY] SB Passa.dxa a4am suJaduoy ‘uapenb

puo023s ay1 Joj yueg SSUIABS UOIUMN WO SHNSSI JUSWISIAUL POAISIS JURSOIOIA [ SUDIIEIIUNWILLIOT

"Ajsnowiueun passed uopow ayl pue uung ‘N Aq
Papu02as sem Yaoiym ‘pajuasaid se GTOZ 4104 3inpayds Sunisaw ayy 3dope 01 PaAoW {UBSOIO [ :NOILOW



UBULIIBY)‘ISSNIdJ Y J948TaB]y

3unddIN [e102dS $1/87/01 3¢ pasoaddy

(Aepson [, ISI0J) ST0T ‘T 1oqudda( ‘Aepsan],

(Aepsan ], puodas) 10T ‘€T 1990390 ‘Avpsan |,
0

(Aepsan ] puodds) g1z ‘11 IsnSny ‘Aepson],

(Aepsan] puodas) Gy(z ‘g oung ‘Aepsonj,

(Aepson] puodas) g1z ‘1 pady ‘Aepsong,

(Aepsan], puodas) G107 ‘01 A1enaqay ‘Aepsanj],

‘paysod
ISIMIIYIO SSI[UN [[RH umo T 3y} je ‘urd g:, 3e dde[d ave) [[im sSunsow semndaa |y

s107
NOISSIHANINOD NOISNAd
SONILIHNW 40 A TNAAHDS

71/82/0L DUTI®ON UOTSSTWWOD UOTSUSD]
II juswyselly



Attacnment 1L
Pension Commission Meeting 10/28/14

Town of Litchfield

Review of July 1, 2014 Actuarial Valuation Reports

(Municipal, Merit Service & OPEB Plans)
Pension Commission Meeting
Tuesday, October 28, 2014

Richard S. Sych, FSA, EA, MAAA
President and Consulting Actuary

Ellen A. Kucenski, FSA, EA, MAAA
Consulting Actuary

HSH HOOKER & HOLCOMBE, INC.



Overview

» GASB 67 & 68

> Municipal Employees’ Retirement Plan Valuation
Results

» Merit Service Retirement Plan Valuation Results

» OPEB Plan Valuation Results

» Questions & Answers

HEH HOOKER & HOLCOMBE. INC.



GASB 67 & 68
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» GASB 67 went into effect for the fiscal year ending 6/30/2014. GASB 68 Gv‘ill go into
effect next year.

» Results move from a footnote to the financial statements.

» Entire unfunded liability is reflected as a liability (Net Pension Liability).
> Assets are measured on a market value basis.

» Town was required to adopt a funding policy for both plans:

» Municipal: Town pays the normal cost plus a portion of the unfunded liability
over a closed 20-year period. As of July 1, 2014, 18 years remain.

» Merit: Town pays the normal cost plus a portion of the unfunded liability over an
open 15-year period

» Decision made to “close” the amortization period for the Municipal plan to avoid the
“depletion date” (defined by GASB as date in the future when assets will be depleted)

» Old term: Annual Required Contribution (ARC) replaced with Actuarially Determined
Contribution (ADC)

HSH HOOKER & HOLCOMBE, INC. 3



Key assumptions include: 7.0% investment return, 4% salary scale, 100% retire
at age 65

Reviewed demographic assumptions for reasonability. No changes were
needed. Full experience study not done, could consider with 2016 valuation.

Investment return of 7.0% continues to be appropriate based on input from
Union Savings Bank (investment advisor)

Asset gains relative to the 7.0% assumed return for the prior 2-yr period (11.6%
for 12/13 and 13.8% for 13/14).

Normal cost down 9.5% due to significant decrease in number of active
participants. Additional decrease of 10% due to plan change (employees
contribute 1% of pay beginning July 1, 2015).

Asset gains and reduction in normal cost led to lower ADC this year

HSH HOOKER & HOLCOMBE, INC.




Summary of Fund Activity

Retirement Plan

Summary of Fund Activity

. Beginning value 7/1/2012
. Trust assets

. Accrued contribution
. Benefits payable

. Administrative expenses payable
. Adjustment to accruals

. Net: (a)+(b)-(c)-(d)+(e)

"o oo oM

2. Contributions
a. Contributions during year
b. Change in accrued contribution
¢. Total for plan year

3. Disbursements
a. Benefit payments during year
b. Administrative expenses during year
¢. Change in benefits payable
d. Change in administrative expenses payable
e. Total for plan year

4. Net investment return
a Interest and dividends

b. Change in accrued income

c. Realized gain (loss)

d. Unrealized gain (loss)

e. Expected retun

f. Recognized gain (loss)

g Required adjustment due to corridor

h. Reversal of prior year required adjustment
i. Investment-related expenses

j. Total

5. Ending value 7/1/2013
a. Trust assets: (1a)H2a)-(3a)(3b)+(4))
b. Accrued contribution
¢. Benefits payable
d. Administrative expenses payable
e. Net: (ay+(b)-(c)-(d)

6. Approximate rate of return 2012-2013

Market Value

8,192,297

0

Q

[¢]
(521,161)

7,671,136

838,325
0

838,325

521,161

0
(521,161)

0

0

206,191
0

7.814
761,738
N/A
N/A
N/A
N/A

(41.481)
934,262

9,443,723
0
0
0
9,443,723

11.6%

. Beginning value 7/1/2013
a Trust assets
b. Accrued contribution
¢. Benefits payable
d Administrative expenses payable
e. Adjustment to accruals
f. Net: (ay+(b)-{c)-(d)+(e)

2. Contributions
a Contributions during year
b. Change in accrued contribution
¢. Total for plan year

3. Disbursements
a. Benefit payments during year
b. Administrative expenses during year
c. Change in benefits payable
d. Change in administrative expenses payable
e. Total for plan year

4. Net investment return
a Interest and dividends
b. Change in accrued income
Realized gain (loss)
Unrealized gain (loss)
Expected return
Recognized gain (loss)
g Required adjustment due to corridor
h. Reversal of prior year required adjustment
i. Investment-related expenses

j. Total

b LA < 2

5. Ending value 7/1/2014
a Trust assets: (1a)+(2a)-(3a)-(3b)+(4j)
b. Accrued contribution
¢. Benefits payable
d Administrative expenses payable

e. Net: (ayH{(b)-(c)-(d)

6. Approximate rate of return 2013-2014

Market Value

9,443,723
0

0

0
(630,245)

8,813,478

1,067,885
0
1,067,885

630,245

0
(630,245)

0

0

194,111
0
1,535,327
(385,610)
N/A

N/A

N/A

N/A
(47.880)
1,295,948

11,177,311
0
0
0

11,177,311
13.7%

HSH HOOKER & HOLCOMBE, INC.




Municipal Employees’ Retirement Plan

July 1, 2014 July 1, 2012
Number of participants
Active 80 95
Terminated vested 34 32
Retired and beneficiaries 63 55
Total 177 182
Covered payroll $3,949,740 $4,228.,749
Average plan salary 49,372 44,513
Actuarial present value of future benefits 17,617,405 16,231,335
Actuarial Accrued Liability (EAN Basis) 14,910,312 13,085,274
Actuarial present value of accumulated benefits
12,771,032 10,949,798
Asset Value
Market Value 11,177,311 8,192,297
Actuarial Value 11,177,311 8,192,297
Unfunded Actuarial Accrued Liability 3,733,001 4,892,976
Normal cost 310,181 380,998
Actuarial Determined Contribution (ADC)
Valuation Year +1 669,415 827,885
Valuation Year +2 682,320 843,734
Funding Percent
Market/Actuarial 75.0% 62.6%

HSH HOOKER & HOLCOMBE, INC.




1. Total Normal Cost
2. Amortization of UAL

|98

- Total Contribution as of July 1, 2014
(1+2)

4. Covered Payroll for Valuation Year

5. Normal Cost as a % of Payroll
(1+4)

6. Contribution Cost as a % of Payroll
(3+4)

7. ADC for 2015-2016
(1x1.04+2)

8. ADC for 2016-2017
(1x104x1.04+2)

Development of the Actuarially Determined Contribution (ADC)

Board of
Education  Highway Sewer Town Total

$ 120306 $ 66,809 $ 9881 $ 113,184 § 310,180
$ 106,865 $ 128482 § 19,635 $ 91847 § 346,829

$ 227,171 § 195291 $ 29516 $ 205,031 § 657,009

$1,411,991  $1,123,275 $ 131,031 $1,283,444 $3,949,741
8.52% 5.95% 7.54% 8.82% 7.85%

16.09% 17.39% 22.53% 15.98% 16.63%

$ 231983 § 197963 $ 29911 § 209,558 $ 669.415

$ 236,988 $ 200,743 $ 30322 S 214267 $ 682,320

HSH HOOKER & HOLCOMBE, INC.




» Similar to Municipal plan, assumptions seem to be reasonable.
Could perform full experience study with 2016 valuation

> Plan experienced asset gains relative to the 7% assumed return for
the prior 2-yr period (12-13 return was 10.6% and 13-14 return was
14.0%).

» Normal cost dropped approximately 10% due to several active
participants reaching the service limit

» Since normal cost decreased and gains on assets, the ADC
dropped by about $43,000.

HSH HOOKER & HOLCOMBE, INC. 3



Summary of Fund Activity

Summary of Fund Activity

1. Beginning value 7/1/2012
a. Trust assets
b. Accrued contribution
c. Benefits payable
d. Administrative expenses payable
e. Net: (a)+(b)-(c)-(d)

2. Contributions
a. Contributions during year
b. Change in accrued contribution
c. Total for plan year

3. Disbursements

a. Benefit payments during year

b. Administrative expenses during year

c. Change in benefits payable

d. Change in administrative expenses payable
e

. Total for plan year

4. Net investment return

. Interest and dividends

. Change in accrued income

. Realized gain (loss)

Unrealized gain (loss)

Expected return

Recognized gain (loss)

Required adjustment due to corridor

. Rewversal of prior year required adjustment
. Investment-related expenses

. Total

N

foan

5. Ending value 7/1/2013
a. Trust assets: (1a)y+(2a)-(3a)-(3b)+(4j)
b. Accrued contribution
c. Benefits payable
d. Administrative expenses payable
e. Net: (ay+(b)-(¢)-(d)

6. Approximate rate of return 2012-2013

Market Value

2,546,572
4]
0
0

2,546,572

187,729
0

187,729

125,788
0
0
0

125,788

55.413
0
6,893
216,840
N/A
N/A
N/A
N/A

(12,876)

266,270

2,874,783
0
0
0

2,874,783
10.6%

1. Beginning value 7/1/2013

Trust assets

Accrued contribution

. Benefits payable

Administrative expenses payable
. Net: (a)+(b)-(c)-(d)

seo0op

2. Contributions
a. Contributions during year
b. Change in accrued contribution
¢. Total for plan year

3. Disbursements
a. Benefit payments during year
b. Administrative expenses during year
c. Change in benefits payable
d. Change in administrative expenses payable
e. Total for plan year

4. Net investment return

Interest and dividends

Change in accrued income

Realized gain (loss)

Unrealized gain (loss)

Expected return

Recognized gain (loss)

. Required adjustment due to corridor

. Rewersal of prior year required adjustment
Investment-related expenses

. Total

FER MO0 TP

—.

5. Ending value 7/1/2014
a. Trust assets: (1a)+(2a)-(3a)-(3b)+(4j)
b. Accrued contribution
c. Benefits payable
d. Administrative expenses payable
e. Net: (a)+(b)-(c)-(d)

6. Approximate rate of return 2013-2014

Market Value

2,874,783
0
0
0

2,874,783

150,102
0

150,102

138,757
0
0
0

138,757

57,036
0
497,126
(143.810)
N/A
N/A
N/A
N/A
(14.411)

395,941

3,282,069
0
0
0

3,282,069
14.0%

HSH HOOKER & HOLCOMBE, INC.
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'Merit Service Retirement Plan

July 1, 2014 July 1,2012

Number of participants

Active 170 172
Terminated vested 50 44
Retired and beneficiaries 53 46
Total 273 262
Actuarial present value of future benefits 4,212,857 3,841,989
Actuarial Accrued Liability (EAN Basis) 3,749,977 3,367,567
Actuarial present value of accumulated benefits 3,523,433 3,128,671
Asset Value
Market Value 3,282,069 2,546,572
Actuarial Value 3,282,069 2,546,572
Unfunded Actuarial Accrued Liability 467,908 820,993
Normal cost 59,412 65,858

Actuarial Determined Contribution (ADC)

Valuation Year +1 107,425 150,102

Valuation Year +2 107,425 150,102
Funding Percent

Market/Actuarial 87.5% 75.6%

HEH HOOKER & HOLCOMBE, INC. 10



'Merit Service Retirement Plan

Development of the Actuarially Determined Contribution (ADC)

1. Total Normal Cost $ 59,412

2. Amortization of UAL $ 48,013

3. ADC for 2015-2016 $ 107,425
(1+2)

4. ADC for 2016 - 2017 $ 107,425

(level § method so no adjustment)

HSH HOOKER & HOLCOMBE, INC. 11



- OPEB (GASB 45) Plan

> Estimated liability dropped from $3.1 million to $2.6 million.

» Biggest driver of decrease was lower than expected increase in
premiums

> ARC will drop from $294K for fiscal year 2014/2015 to $207K for fiscal
year 2015/2016 (uses 20-year amortization).

» ARC was nearly 100% funded for FYE 2014

» Significant variability due to year to year changes in medical claims.

HSH HOOKER & HOLCOMBE, INC. 12



GASB 45 Annual Required Contribution (ARC)

Annual Required Contribution (ARC)
2015 /2016 Fiscal Year

Normal Cost

20 Year Amortization of UAAL
Interest - End of Year Payments
Total ARC 2015/2016

$44,759
148,625
13.537
$206,921

Annual Required Contribution (ARC)
2016 /2017 Fiscal Year

Normal Cost

20 Year Amortization of UAAL
Interest - End of Year Payments
Total ARC 2016 /2017

$47.892
148,625
13.756
$210,274

HSH HOOKER & HOLCOMBE, INC.
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- OPEB (GASB 45) Plan

GASB 45 Unfunded Actuarial Accrued Liability (UAAL)

Actuarial Accrued Liability 7/1/2014

Actives $828,937
Retirees 1,741,986
Total $2,570,923
Assets 7/1/2014 886,171

Unfunded Actuarial Accrued Liability
(UAAL) 7/1/2014 $1,684,752

HSH HOOKER & HOLCOMBE, INC. 14



' Questions
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and answers.
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