March 14, 2013

Mr. Adam Cloud, Secretary

City of Hartford Pension Commission
Office of the Treasurer
550 Main Street
Hartford, CT 06103

Dear Adam:

Recommended Fiscal Year
2012-2(13 Contributicn
(2011 MERF Actuarial Survey)

%, Dollar Amount % Of Dollar Amount
#(1n millions, est.) Payroll (in millions, est.)

$16.91 32.56% $13.19

'Y

Police

Firefighters i, 8.82 21.67% 6.97
Board of Educatlbn' 3.86 8.49% 3.48
Municipal Services @i 12.42 43,92% 11.47
Library & 24.18% _1.19 22.83% 1.02

Total ' $43.20 36.13
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March 14, 2013

Mr. Adam Cloud, Secretary

Re: 2012 MERF Actuarial Suryey

Please see Section I of the attached report for analysis and discussion regarding the changes in
the contribution requirements from last year to this year, as well as expectations for future
increases. In addition, there is an overview of certain upcoming change§:.to the GASB reporting
requirements for your review. ™,

As always, we are available to answer any questions you or the:l ommission may have.

Sincerely,

Elizabeth J. Churney

faps
Enclosure
Copy with enclosure: Donna P. Patker




HOOKER & HOLCOMBE,iNC,
Benefit Consultants and Actuaries

65 LaSalle Road

West Hartford, CT 06107-2397
860-521-8400 tel
860-521-3742 fax
www.hhconsultants.com

City of Hartford
Municipal
Employees’
Retirement Fund
(MERF)

] qgigi Survey

July 1, 2012

Elizabeth J. Churney, F.S.A,,
MAAA
Consulting Actuary

Ellen A. Kucenski, F.S.A.,
MAAA
Actuary

Brianne Czellecz
Pension Analyst

Scott B. Moss, A.S.A.
Pension Analyst

March 14, 2013
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Section I

Valuation Report

A. Purpose of the Valuation

The purpose of the valuation is to determine the funded status of the plan as well as the
recommended cash contribution for the plan year. The information found in Section II of the
report has been developed for this purpose.

The ultimate cost of a pension plan is based primarily on the level of beneﬁts promised by the
plan. The pension fund’s investment earnings serve to reduce the costfof plan benefits and
expenses. Thus,

City’s ultimate _  benefits | expenses

cost paid incurred

B. Contribution for 2013-2014 Fiscal Year

1, 2012 actuarial valuation, is shown below. We have'sh yyl
the 2013-2014 fiscal year as a percentage of payroll, as &el\ X

Recony %5, » Recommended
2013- 2014 Flsc . “2012-2013 ¥iscal Year
Contribution
(July 1, 2011 Valuation)

(July 1, 2012 V:’iluat:on)
y % of payroll 3 in millions (est.)

$in ni:llions (est.)

Police 32.56% $13.19
Firefighters s 21.67% $6.97
Board of Education 3.49% $3.48

43.92% $11.47
22.83% _$1.02
$36.13

Municipal Services
Library

Lbutlon is expressed as a percentage of the payroll for each of the
loyees c; yeled by the plan: Police, Firefighters, Board of Education,

and L1b1 ary. Under the cost method currently used by the MERF, the
ﬁ,ist developed as a flat dollar amount for each group and then converted
to a percentage of paymH using an estimated payroll figure. Each of those percentages is then
applied against the dctual payroll for each group for the fiscal year, to yield the actual dollar
amount of the cash contribution required.

The dollar amount shown above is merely an estimate of the cash contribution required.
Importantly, while the percentages of payroll will not change because they ate actuarially
determined, the dollar amount of the City’s actual required contribution will change -- upward
or downward -- depending on whether actual payrolls in the fiscal year are more, or less, than
currently estimated.

1 City of Hactford — 2012




Section I

Valuation Report
(continued)

As can be seen, the contributions as a percentage of payroll have increased from last year for all
groups. As a dollar amount, the estimated contribution for fiscal year 2012-2013 was $36.1
million as shown in the July 1, 2011 valuation, determined based on a payroll estimate at that
time of approximately $150.1 million (obtained by projecting the payroll provided with the July
1, 2011 actuarial valuation to fiscal year 2012-2013 using the valuation’s assumed rate of salary
increase). The 2013-2014 fiscal year contribution represents an increase of approximately $7.1
million over that figure to $43.2 million. i

As is true each year, the change in the recommended contribytio q,unement from last year to
this year is the 1esult of actual plan asset peIfonnance as v/lI as cha es in liabilities caused by

The funded status of the plan as of July 1, 2012 is sumin
in accmdance with the requirements of:the Govemmente:l""

Specifically, the funded status is based ont the s
VaIuatlon as weli as a measure of the plan s hablh_s

«ihe liability for\futule expeoted benefit payments for active
s, the Ila‘m ity measure ificludes the impact of assumed future salary
lncludes onlfﬂlat pmtmn of their overall Liability

July 1,2012

$1,237,136,000

977,146,000

259,990,000
79.0%

the lecommended contubutlon f01 the year, asset g ow’th did not keep pace with liability
growth, resulting in the decline in the funded status. This is primarily the result of the asset
losses on the smoothed (actuarial) value of assets discussed in Section D below. Changes in the
plan population and the resulting impact on plan liabilities partially offset these assets losses,
preventing an otherwise larger decline in funded status.

Even with a funded status of less than 100%, the plan is still in a healthy position with the
ability to pay benefits due at the current 79.0% level. It is not the intent of the plan’s funding
method to fully fund such shortfalls in just one year. Absent other significant changes, such
underfunding will be eliminated over a period of years as it is spread into future contribution
requirements.

2 City of Hartford — 2012




Section 1

Valuation Report
(continued)

D. Plan Experience During Period Under Review

As discussed earlier, the recommended City contribution for the 2013-2014 fiscal year has
increased from last year by approximately $7.1 million based on estimates of payroll. This
increase is the net impact of annual plan asset and liability experience (approximately $5.9
million of the increase) as well as changes in plan benefits that took effect during the last year
(approximately $1.2 million of the increase). "

the capltal ma1kets that occuued within the 2007-2008 and:2008-200‘ ‘

o

1esu1t1ng loss of market value of MERF assefs dunng ﬂét peuod In a

difference between the expected refurn’ 01‘1
S-year period at 20% per year,

As of July 1, 2012, the actyarial value of aséets used in'the de
requirement was approxima $977.1 mllllén/ §34 4 mil[{on higher than the market value of
assets of $942.7 millid; ‘ late. The IGtum fo1 the year on the actuarial value was 1 6%.

Smce this 1.6% ls-fé (

‘tlfi)tltion caused by changes in the plan population was almost fully

This decrease in th 2

offset by the 1mpact of negotiated plan changes first reflected with this valuation. In particular,
the newly negotiated Police contract increased the contribution requirements by approximately
$1.2 million for fiscal year 2013-2014. This includes the net impact of the benefit elections

made by officers hired after July 1, 1999, as well as future negotiated salary increases.

3 City of Hartford —2012




Section 1

Valuation Report
{continued)

E. Changes Since The Last Valuation
There were no assumption or method changes effective with the July 1, 2012 valuation.

Specific plan changes reflected in this valuation are as follows for Sworn Police Officers:

- Sworn officers hired on or after July 1, 2012 have new bepéfit pivvisions as follows:

e Benefit multiplier is 2.8% for first 25 years % Liservice;
maximum of 80% of eammgs (prior plan Was 245% for 0 years of service,
2.0% thereafter up to a maximum of; 0% of eammgs) :

o Normal Retirement Date is age 35
requirement)

4 City of Hartford — 2012




Section [

Valuation Report
(continued)

F. Future Confribution Requirements

The use of a smoothed (actuarial) value of assets is meant to produce a more level funding
pattern, given asset volatility. With a drop in the market, asset losses are spread over a five-year
period, Ieve]mg out the recommended funding rather than p10v1d1ngff01 a spike in contribution
1equ11ements in one year. Asof July 1,2012, thele were app10x1n1§i%el§$34 4 mlillon in net

as of July 1, 2012 to June 30, 2013 asSummg an 8% return
fithe July 1, 2012 Valati

tion will be based upon final liabilities and assets as
nsmVlty of the contubutlon to asset values, if the malket

5 City of Hartford - 2012




Section I

Valuation Report
(continued)

G. New Accounting Standards

In June of 2012, The Government Accounting Standards Board (GASB) issued statements 67
and 68. GASB 67 is a new standard that pertains to financial repor: tmg\fm pension plans. In
general, it replaces GASB 25 and it is effective for fiscal years b gmmng ‘after June 15, 2013.
GASB 68 is a new standard that pertains to accounting and fin WGl reporting for pensions by
State and Local Government Employers. In general, it 1epiacé GASB.27 and it is effective for
fiscal years beginning after June 15, 2014. Both stateme t eplace the; levant provisions of

GASB 50.

Currently, the City’s annual financial report tragk; he Net Pégsion Obligationr” NP} in the
footnote section of the annual financial report. " WithiGGASB 68 sthe NPO will no“ldﬁgel be
tracked. A new item called Net Pension Liability (NPE)willBe displayed not a8 a footnote but
directly on your balance sheet. For both standards, liabilitiés.are calculated using the Eniry Age
Normal (EAN) Cost Method. Tn gene1aif 1¢ NPL is the EA Accrued Liability less the Market
Value of Assets. The following table disp]a Sithe NPL for the MERE for the last two years.

Entry Age Nmmah ue % Net Pension

Valuation Date _Aecrued Liability ' Liability
$12L $237,944,000
$294,484,000

tandards, the ARC served as both the contribution policy and the accounting
o ed above thig ARC is eliminated and replaced with the ADC with regard to the
funding policy. ho newxﬁensmn expense will be quite different from the ARC and it has
several components: ( ‘chldmg normal cost, interest cost, amortization components, actual
return, and plan chariges) The new pension expense will help reconcile the change in the Net
Pension Liability each year. In addition, it will be more volatile than the ARC and so not
suitable for use as a contribution policy,

If the City wants to see how the pension expense works, please let us know and we will prepare
a sample exhibit. Like the Net Pension Liability, the calculation of the pension expense is based
upon the Entry Age Normal Cost Method and will no longer be a foofnote but reported directly

in the annual financial report.
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Section I

Valuation Report
(continued)

H. Certification

This report presents the results of the July 1, 2012 Actuarial Valuation for the City of Hartford
Municipal Employees’ Retuement Fund (MEREF) (the Plan) fm the pulpose of estlmatmg the

In preparing this valuation, we have relii
mfmmatmn p10v1ded by the Plan Spon

an experience dlffenng from that anticipated
changes in economic or demoglaplnc

potential rang€of such futulé measmements has not been pelfmmed

We are members ofifh {, merican Academy of Actuaries and meet its Qualification Standards to
render the actuarial gpinion contained herein.

Elizabeth J. Churney, F.S.A., M. ALALA., Ellen A. Kucenski, F.S.A.,, M.ALAA.,
11-06330 11-07674

March 14, 2013

7 City of Hartford — 2012




Section 11

Supporting Exhibits

A. Entry Age Normal Actuarial Accerued Liability

as of July 1, 2012
Board Of Municipat Total
Police Firefighters | Education Services Library Membership
A. Covered Payroll
Annual Payroll (000) $38,334 $29,102 S $25,586 $4,478 $137,919
B. Actuarial Accrued Liability (AAL)
Eniry Age Normal AAL (000)
1. Active Members
a. Active Members' MERF Liability $120,417 7 $50,722 $8,849 $356,403
b. Local 566 Payment Present Valus 0 'ﬁ\. 0 0
¢. Local 1716 Payment Present Value %, 0 3,476 0
d, Total for Active Members 109,827 68,850 8,849 363,140
2, Terminated Non-Vested Members [allocated by (1d)) 103 P 14 554
3, Terminated Vested Members 5,792 ! 72 14,834
4. Retired Members 96,330 0 14,857 857,884
5, Old Plans Cola 1987/1980/1997/1939/2001/2005/2007 “, 25 v 63 1] 723
6. Total 172,101 320,705 23,793 1,237,136
C. Valuation Assels (Adjusted Value)
1. Amount prior to Recognizing Receivable (000) $149,997 $241,471 516,504 $977,148
2. Contributlon Receivable (000} # 0 0 0 0
3. Valuation Assets after Recognilion of Recelvable (000) 7 241,471 16,504 977,148
D. Unfunded Actuarial Accrued Liability (000} $22,104 $88,234 $7,289 $259,990
87.2% 73.2% 62,4% 78.0%

E. Funded Percent (C./B.)

City of Hartford — 2012




Section 11

Supporting Exhibits
(continued)

B. Cash Contributions
July 1, 2013 — June 30, 2014 Fiscal Year Contribution

Beard Of Municipal Total
Police Firefighters { Education Services Library Membership

1. Development of Amortization
a. Unfunded Actuariat Accrued Liability 594,635,928 | $47,727,766
b, Amortization of Unfunded AAL (15 year open) 10,237,289 5,162,975

$88,234,075 | $7,288.465 | $25¢2,580,043
9,544,766 788,433 28,124,554

2. Nomal Cost Development
a. Normat Cost Beginning of Year prior to Expense Load $4,913,694
b. Normal Cost Projected One Year prior to Expsnse Load 5,306,790
c. Expense Load (Allocated by AAL) 815,003 | .

$2,068,256 $286,130 $10,967,486
2,233,716 309,020 11,844,885
677,771 48,911 2,543,171

3. Fiscal Year Contribution for 07/01/2013 - 06/30/2014
. Gross City Contribution
a. Total Contribution Due as of Beginning of Year (1b42b+2¢)
b, Tolal Interest Adjusted Gross City Contribution

4012417 | 12,45 1,146,364 | 42512610

ot
‘_-‘f(ﬁ4,169,826 12@3;1,918 1,191,337 44,180,400

42,482,849 44,234,331 28,206,202 | 4,926,751 151,464,040

Il Annual Adjusted Payroll as of 07/01/2012 w 2 year pro]

9.43% 45.89% 24,18% 28.17%

lil. Contribution as a % of Payroll prior to adjustments 40.02%

V. 07/01/2013 Payment for Local 566 {000} 03,918 0 0 303,918

V. 07/01/2013 Payment for Locat 1716 (000) 0 509,126 0 509,126

2,859 16,968 0 168,987

VI. Otd Plans COLA Annuat Payment (000 ; <§4,905

8,618,464 3,863,049 12,418,824 1 1,191,337 43,198,369

2013 - 2014 Contribution Sensiilvity*
Board of Municipal
Police EFirefighters Education Services Library Total
J $33,194,602 $46,446,048 | $29,616,512 $5,173,089 | $159,037,242
9,262,820 4,073,085 13,064,923 1,250,853 45,409,144
40;3‘58,707 30,033,212 42,022 614 26,795,892 4,680,413 143,890,838
16,067,300 8,375,418 3,655,956 11,770,541 1,131,724 40,990,939

*  Based on contribution pglicy of depositing a % of payroll using actual flseal year payroll,

8 City of Hartford - 2012




Section IF
Supporting Exhibits

(continued)

C. Actuarial Balance Sheet

July 1, 2012 July 1, 2011
Actuarial Liabilities
Present Value of Future Benefits for:
Active Employees $505,461,387
Inactive Members N
o Regular Retirees /}69,949,3 62 ,799,245

e Disability Retirees 61,3 1_2,447

o Survivors 26,625,704

e Terminated Non-Vesteds 37450
Terminated Vested§ 11,125,238
Old Plans COLA 980,207

TOTAL " $1,380,676,099

Source of Funds

£
$977,145,866 $1,017,601,546

91,249,308 75,119,853
82,405,435 86,656,102
259,990,043 201,298,598

$1,410,790,652 $1,380,676,099

9 City of Hartford — 2012




Section 11

Supporting Exhibits
{continued)

D. Development of Asset Values

The Actuarial Value of assets is used in the determination of plan contributions. It phases in

recognition of asset gains and losses. A method of smoothing is used because

the Market

Value can swing widely from one year to the next, resulting in undesirable fluctuations in
pension contributions, The smoothing is accomplished by recognizing asset gains and losses

over a five-year period at 20% per year.

Relationship of Actuarial Value to Market Value
1. Market value 7/1/2012 $ 942,652,465
2. Gain / (loss) not recognized in actuarial value 7/1/2012 (34,493,401)
3. Preliminary actuarial value 7/1/2012: (1)-(2) 977,145,866
4, Preliminary actuarial value as a percentage of market vatue: (3)+(1) 103.7%
5. Gain / (loss) recognized for corridor min/max N/A
6. Actuarial value 7/1/2012 after corridor min/max: (3)+(5) 977,145,866
7. Actuarial value as a percentage of market value: (6)+(1) 103.7%
Development of Asset Gain / {(Loss) for 2011-2012 Plan Year
1. Market value 7/1/2011 $ 980,955,795
2. Contributions 36,979,102
3. Benefit payments 90,971,356
4. Administrative expenses 2,390,829
5. Expected return at 8.00% 76,270,705
6. Bxpected value 7/1/2012: (1DH2)-(3)-(4)+H(5) 1,000,843,417
7. Market value 7/1/2012 042,652,465
8. Asset gain / (foss) for -1 Plan Year: (7)-(6) (58,190,952)
Recoguition of Gain / (Loss) in Actuarial Value
(@ ® (c) (@ (e)
Recognized in Total recognized Not recognized
Recognized current year: as of 7/1/2012: as of 7/1/2012;
Year Gain / (loss) as of 7/1/2011 20% of (a) (b)) (a)-{d)
2007-2008 | $ (111,496,189) | $ (89,196,952) 3% 22,299,237y |§  (111,496,189) 3§ 0
2008-2009 (241,203,873) (144,722,325) (48,240,775) (192,963,100) (48,240,773)
2009-2010 26,022,852 10,409,140 5,204,570 15,613,710 10,409,142
2010-2011 83,151,652 16,630,330 16,630,330 33,260,660 49,890,992
2011-2012 (58,190,952) 0 (11,638,190} (11,638,190} (46,552,762)
Total (00,343,302) (34,493,401)

10
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Section II
Supporting Exhibits

(continued)

D. Development of Asset Values

Summary of Fund Activity
Market Value Actuarial Value
. Beginning value 7/1/2011
a. Trust assets : 980,955,795 $ 1,017,601,546
b. Accrued contribution 0 0
c. Benefits payable 0 0
d. Administrative expenses payable 0 0
e. Net: (a)+{b)-(c)-(d) 980,955,795 1,017,601,546
. Confributions
a. Contributions during year 36,979,102 36,979,102
b. Change in accrued contribution 0 0
¢. Total for plan year 36,979,102 36,979,102
. Disbursements
a. Benefit payments during year 90,971,356 90,971,356
b. Adminisirative expenses during year 2,390,829 2,350,829
¢. Change in benefits payable 0 0
d. Change in administrative expenses payable 0 0
e. Total for plan year 93,362,185 93,362,185
. Net investment return
a. Interest and dividends 16,089,939 N/A
b. Change in accrued income 0 N/A
¢. Realized gain (loss) 59,752,802 N/A
d. Unrealized gain {(loss) (53,691,212) N/A
¢. Expected return N/A 76,270,705
I. Recognized gain (loss) N/A {60,343,302)
g. Required adjustment due to corridor N/A 0
h. Reversal of prior year required adjustment N/A 0
i. Investment-related expenses (4,071,776) N/A
j. Total 18,079,753 15,927,403
. Ending value 7/1/2012
a. Trust assets: (1a)+(2a)-(3a)-(3b)+(4j) 942,652,465 977,145,866
b. Accrued contribution 0 0
¢. Bencfifs payable 0 0
d. Administrative expenses payable 0 0
e. Net: (@)+(b)-(0)-(d) 942,652,465 977,145,866
6. Approximate rate of return 2011-2012 L% 1.6%

11 City of Hartford — 2012




Section 11

Supporting Exhibits

(continued)

D. Development of Asset Values

Rate of Return on Market Value of Assets
Average Annual Effective Rate of Refurn
Period Ending
June 30 1 Year 3 Years 10 Years
2003 4.6% -0.3%
2004 14.6% 5.1%
2005 9.1% 9.4%
2006 8.7% 10.8%
2007 15.6% -
2008 -1.9% 3%
2009 -15.0% 3.5%
2010 11.1% 3.7%
2011 17.7% 5.7%
2012 1.9% 6.2%

12 City of Hartford — 2012




Section I

Supporting Exhibits
(continued)

E. Accounting Information

GASB Statements No. 25 and 27

The following information is based on the Governmental Accounting Standards Board
(GASB) Statement No. 25 on "Financial Reporting for Defined Beneﬁt Pension Plans and
Note Disclosures for Defined Contribution Plans" and Statement No 27~0n “Accounting for
Pensions by State and Local Governmental Employers”. It 1epIesents a summary of
information detailed further within the MERF’s annual GA orf. The exhibits are
provided for information purposes only here.

In reviewing the following exhibit regarding employei contubut}ons, it igifinportant to note
that for the fiscal years endmg 2007 thlough 20(0 the Clty confribute

e than the
il period in
fi oal ‘years in Wthh “there was a
ide further detail.

Annual
Year Ended | Required 2
June 30 Miscellaneous #

2007 163,749
2008 129,258
2009 115,067
112,662

18,730,668 115,549

26,681,068 918,461

the 2007-2008 f scE,r ;ear contr rbunons l.rsted in tlre June 30, 2008 GASB r epo;t

=% Contribution zndudes $1,031,484 in contributions paid for the prior fiscal year (2007/2008) after the
06/30/2008 reporting period closed,

13 City of Hartford - 2012




Section 1I
Supporting Exhibits

{continued)

E. Accounting Information

As detailed below, the plan’s funded status dropped from 83.5% as of July 1, 2011 to 79.0% as
of July 1, 2012, Despite the fact that the City fully funded the recommended contribution for
the year, asset growth did not keep pace with liability growth, 1esult1ng in the decline in the

funded status, This is primarily the result of the asset losses on the Actu?;ulal Value of Assets
during the year previously discussed.

Even with a funded status of less than 100%, the plan is still:

79.0% level with the ability to pay benefits due.

it a heal{Hy, position at the current

UAALasa

Actuarial

Actuarial Accrued ® % of
Valuation] Actuarial Value Liability Covered Covered
Date of Assets ¥ (AAL); Payroll Payroll
() (b) (©) ((b-a)+c)
7/1/2007 | 1,092,128,600%%* 1,090 715,(},001 133,280,000 -1.1%
7/1/2008 | 1,123,379,000 1,099,441 OOQ 139,243,000 -17.2%
7/1/2009 | 1,089,184,000 1,126,965,000% 134,143,000 28.2%
7/1/2010 | 1,041,572,000, 175,040, 000'}: 132,529,000 100.7%
7/122011 | 1,017,602,000 . 136,555,000 147.4%
7/172012 0 79.0% | 137,919,000 188.5%

fer ‘mined

d sm}m

14
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Section 11

Supporting Exhibits
(continued)

F. Membership Data

Summary — Active Members as of July 1, 2012

Average
Number Annual Pay*

Police 495 $77,442
Firefighters 345 84,354
Board of Education 883 45,774
Municipal Services 434 58,955
Library 71 63.073
Total 2,228 61,903

<

*Basic salary, plus overtime, plus Fire private duty pay.

Summary — Pensioners as of July 1, 20%

i ufﬁfi'vor Benefifs* Total

: Total Total
“:Monthly Monthly Monthly
Count Annp:tles Count Annuities | Count  Annuities

71 77 $86,562 660 $2,251,691
D 106 117,661 5717 1,864,734
17 188 42 18,018 691 925,752
12,461 76 57,466 901 2,343,888

1,867 2 LIS 73 141,415
- - -- 140 173,115
238 $627,504 303 $280,822 | 3,042 $7,700,595

Service Pensions®

Almusmes

Police
Firefighters

% _ddditional mon bean fs for the July 1, 1987, July 1, 1990, July I, 1997, July 1, 1999, July 1,
2001, July 1, 200 d July 1, 2007 COLA's for the unfunded plans (PBF, FRF, and RAF) are
also included in Qze ‘total liabilities for MERF. Such participants ave not included in the counts

shown here.

i5 City of Hartford — 2012




Section 11

Supporting Exhibits
{continued)

F. Membership Data

Data Reconciliation — Police

Participant Data
Terminated "
Active Vested Pénsioners® Total

Total Participants 7/1/2011 480 1,142
Adjustments 0 0
Retirements -1 0
Disabilities 0 . 0
Terminations ’

Vested 0
Non-vested -4
Deaths -18
New beneficiaries +11
Transfer group +2
Rehires 0
New entrants 24

Total Participants 7/1/2012 1,157

9.6
10.0
Payroll**
7/1/2011 $36,839,151
7/1/2012 38,333,847
Total monthly benefits*
7/1/2011 $1,847 $2,262,079
7/1/2012 7,756 2,251,691

* Excludes old plan COLA participants.
** Basic salary plus overtime and private duly pay.

16 City of Hartford — 2012




Section II

Supporting Exhibits
(continued)

F. Membership Data

Data Reconciliation — Firefighters

Total Participants 7/1/2011

Adjustments

Retirements

Disabilities

Terminations
Vested
Non-vested

Deaths

New beneficiaries

Transfer group

Rehires

New entrants

Participant Data
Terminated
Active Vested ensioliers® Total

939

o OO

NA A 0

Average Age
7/1/2011
7/1720

13.9

Payroll**

7/1/2011 $29,885,531
7/1/2012 29,102,161
Total monthly benefits*
7/1/2011 $841 $1,799,226
7/1/2012 10,537 1,864,734

* Excludes old plan COLA participants.
** Basic salary plus overtime and private duty pay.

17
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Section 1I

Supporting Exhibits
(continued)

F. Membership Data

Data Reconciliation — Board of Education

Total Participants 7/1/2011 905 1,673
Adjustments +2 -4
Retirements -17 0
Disabilities -1 0
Terminations &

Vested -14 0
Non-vested -47

Deaths -37
New beneficiarics +8
Transfer group +1
Rehires 0
New entrants +55
Total Participants 7/17 1,649

Participant Data
Terminated ™~
Active Vested P@,liijsiﬁ'hgrs* Total

Average Age
7/1/2011

Payroll**
7/1/2011
7/1/2012

$41,017,098
40,418,741

{'_/\4

Total monthly benefits*
7/1/2011
7/1/2012

$70,872
76,490

$917,783
925,752

* Excludes old plan COLA participants.
** Basic salary plus overtime and private duty pay.
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Section 11
Supporting Exhibits

(continued)

F. Membership Data

Data Reconciliation — Municipal Services

Participant Data
Terminated .,
Active Vested Pefsioners® Total

Total Participants 7/1/2011 435

Adjustments

Retirements

Disabilities

Terminations
Vested
Non-vested

Deaths

New beneficiaties

Transfer group

Rehires

New entrants

+12

+46

Total Paxticipants 1,394

&

Average Age

10.3

10.0
Payroll**
7/1/2011 $24,749,251
7/1/2012 & 25,586,351
Total monthly benefifts*
7/1/2011 $66,608 | $2,333,126
7/1/2012 77,263 2,343,888

* Excludes old plan COLA participants.
*%  Basic salary plus overtime and private duty pay.
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Data Reconciliation — Library

Section II

Supporting Exhibits
(continued)

F. Membership Data

Participant Data
Terminated )
Active Vested Pensioners® Total
Total Participants 7/1/2011 66 144
Adjustments 0
Retirements 0
Disabilities 0
Terminations
Vested 0
Non-vested 0
Deaths -0
New beneficiaries +1
Transfer group 0
Rehires 0
New entrants +7
Total Participants 7/1/5012 73 146
Average Age s
7/172011
Payroll**
7/1/2011 $4,064,438
7/1/2012 . 4,478,204
Total monthly benefits*
7172011 $2,235 $142,710
7/1/2012 1,069 141,415

*Excludes old Plan COLA pariicipants.
**Basic salary plus overtime and private duty pay.
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Data Reconciliation — Total

Section II

Supporting Exhibits
(continued)

F. Membership Data

Participant Data

Total Participants 7/1/2011

Adjustments +1
Retirements -47
Disabilities -3
Terminations
Vested 0
Non-vested -73
Deaths ~117
New beneficiaries +36
Transfer group 0
Rehires 0
New enirants +132
P
Total Participants 7/1/2012 5,270

Terminated

Active Yested

2,251

137,919,304

&
Total monthly
T/1/201 kg
7/1/2012

$142,403
173,115

$7,454,925
7,527,480

sExcludes old Plan G (

‘participants.

**Basic salary plus overtime and private duly pay.
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Section 11

Supporting Exhibits

(continued)

G. IRC Section 415(m) Valuation

The IRC Section 415(m) Fund* is an unfunded "excess benefit plan" to provide that portion of
cerlain retirees' pension benefits that exceed the limits permitted under Section 415 of the
Federal Internal Revenue Code (IRC).

July 1, 2011
1. Number of retirees and beneficiaries receiving benefits 11
2. Annual benefits payable $130,000
3. Present value of benefits : $521,000
The “actives” are funded through MERF. The City prg? eél ontributions 1ithe retirees’

igion Cozn;gissi011.

e
e

benefits payable each year, as determined by the P

Actuarial Assumptions

The actuarial assumptions used in the 2012 Section 41 S(m)F\ | valuation are as follows:

Mortality Basis: RP-2000 Healthy Annuitants Table projected by Scale AA to
valuation date with no adjustment and separate male and
female rates.

Projected to date of decrement using Scale AA (generational
mortality).

Mortality Improvement:

Termination: N/A.
N/A.,
% 8.00% per year, net of investment expenses.

£ Immediate as all are retired.

Increases in d6llaglimit on
benefits under IRG:Section'4

3% per year.

Benefits 7

Retiree pension amounts in excess of IRC Section 415 limits. Benefits which do not exceed
such amounts are payable from the City’s MERF Plan. IRC Section 415 limits are assumed to
increase annually and thus decrease the benefits payable from this Plan and increase the portion
of the benefits payable from the City’s MERF Plan.

*Section 415(m) Fund adopted by the Court of Conimon Coumcil on March 24, 1997.
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Section HI

Actuarial Cost Methods and Assumptions

A, Actuarial Cost Methods

Asset Valuation Method — Actuarial Value of Assets

The assets held by the insurance companies include th
of annuities, as well as the reserves and contmgency re
which are subject to experience rating

Actuarial Funding Method

N 7
This meéthod was first with the July 1, 2011 valuation. Previously the Aggregate

Funding Metliod was usedy
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Section III

Actuarial Cost Methods and Assumptions
(continued)

B. Actuarial Assumptions
The actvarial assumptions used in the 2012 MERF valuation are as follows:

Mortality Basis: For Police, Fire, Board of Education Corridor
Supervisors and Bulldlng an& Giounds Supervisors:

o Pre-retirement: RP2_OOQ
and female 1ates(-= PIoj

Employees Table — male
ted by Scale AAto

adjustment”
beneficiaries.

“Table - male and female rates, projected by Scale
AA to valuation date with no adjustment.

Disability: RP2000 Disabled Table — male and
female rates.

Pre and Post-retirement; Projected to date of
decrement using Scale AA (generational mortality)

Disability: None

30 City of Hartford — 2012




Section III
Actuarial Cost Methods and Assumptions

(continued)
Termination: Yearly Rates of Employee Termination — Police and Fire
Age Police Fire
20-24 4.0%
25-29 3.0%
30-34 2.5%
35-39 2.0%
40-44 1.0%
45+ 0.0%

Yeals of Service
2 3
28 0% 25.0% 198 15.0%
18.0% 150% 9.0%
12.0% 10.0% 8.0%
10.0% 8.0% 6.0%
0% 5.0%

20-29  30.0%
30-39  25.0%
40-49  20.0%

v 25.0% 22.0%  19.0% 17.0%  15.0%
2 17.0%  15.0% 12.0% 10.0%  6.0%

0.0% 9.0% 7.0% 60% 5.0%

7.0% 6.0% 5.0% 4.0% 3.0%
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Section I
Actuarial Cost Methods and Assumptions

(continued)
Investment Return: 8.00% per year, net of investment expenses.
Salary Scale: 3% for inflationary salary increases plus a percentage

for promotion or merit increases as follows.

Yearly Rates of Increases for P -omotion or Merit
i%d of Ed  Munic. Sve. & Lib.

Age
25 6.40%
30 4.78%
35 2.75%
40 2.21%
45 2.00%
50 1.55%
55+ 4 1.25%

* T he fol!owmg gt oups have future salary increases that
have been negonated and are reflected in this valuation:

Non-union
School Crossing Guards
Police

For Police, final average pay is loaded by a percentage
for assumed private duty and overtime as follows: Pre-
7/1/1999 hires: 43%:; Post 7/1/1999 hires: 19% for
employees remaining in the pre 2012 plan; 25% for
employees moving to the 7/1/2012 plan.
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Section 111

Actuarial Cost Methods and Assumptions
(continued)

Assumed Retirement Age: Retirement Rates: Police

Service Age <50 Age>50
20 50.0% 30.0%
21-24 40.0% 25.0%
25-29 30.0% 15.0%
30+ 100.0% 100.0%

100% retire at age 65, reg idless of service; must be

age 40 to retire

Retirement Rates: Fire
£ Years of Service
; 20-24 25-29
5.0%
. 200% &
“300% ¢
40,0%
100.0%

wice for all ages

Retirement Rates; Municipal Services and Library

Age
55
56-59
60-64
65
66-74
75

<20 yrs svc or

120 on yis sve

over age 65  Service and under age 65
15.0% 20 15%
75% 21 20%
15.0% 22 15%
30.0% 23-25 10%
15.0% 26-27 15%
100% 28 20%
29 10%
30 25%
31-34 10%
35 100%

Post 65 rates above used for all years of service.
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Section 1I1

Actuarial Cost Methods and Assumptions

Social Security:

Marital Status at Retirement:

Disability:

Investment Expeﬁs €s

(continued)

Future tax wage bases are developed by projecting the
2012 base of $110,100 forward at 4% per year.

Non-Uniformed:

Males - 80% mamed'
Females - 60% matriéc

spouse 3 years younger.
, spolise same age.

Uniforimed: '
All - 80% m

&ucatlon groups, and 10% fo: the
ibrary groups.

zale rates

Female

0.023%
0.029% 0.030%
0.038% 0.047%
0.048% 0.080%
0.069% 0.136%
0.117% 0.211%
0.202% 0.323%
0.358% 0.533%
0.722% 0.952%
1.256% 1.159%
1.753% 1.358%

An explicit dollar amount was included in the
development of the normal cost equal to an estimate of
expenses (other than investment expenses) for the
upcoming year. The estimate was developed based on
an average of actual expenses over the last four years.
For the 2012 valuation, $2,543,171 was used.
Estimated expenses were then allocated to the various
groups by the actuarial accrued liability.
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Section IIT

Actuarial Cost Methods and Assumptions
(continued)

Sick Exchange: Four years are exchanged by all actives if provision
available. For Firefighters hired prior to July 1, 2003,
six years are exchanged.

Military and Prior Service
Buy-backs: When a decision to buy-bag SGIVICG occuis, date of
hire is adjusted accmdlngl

':\

Additional Liabilities: COLAs:

Included in thls valuation is the'li 'bl}lty for the Cost of

nd Julyél 2007 f01 both t.hx_,__‘MERF and
/s” (PBF, IRT, and RAT).

administration and the pension fund) commenced

July , 19\87 for this obligation. Asof July 1, 2012, the
payment will be $509,126 ($1 821,000 on a

€5 ;ffvalue basis) and the pension fund payment will
be $462,336 (81,654,000 on a present value basis).

6cal 566:

Included in this valuation is the obligation for Local
566 (included merged Local 1303) members who
transferred to State MERF B on August 1, 1988.

30-year amortization payments (split between the City
¢ administration and the pension fund) commenced
August 1, 1988 for this obligation, As of July 1, 2012,
the City payment will be $303,918 ($1,709,000 on a
present value basis) and the pension fund payment will
be $276,288 (81,554,000 on a present value basis).
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