Classic Values, Innovative Advice

VIA ELECTRONIC MAIL
February 5, 2018

Mr. Stephen G. Olish

Executive Director

Police Retirement System of St. Louis
2020 Market Street

St. Louis, Missouri 63103

Re:  Cost Statement for Proposed Legislative Changes
Dear Steve:

As requested, we are providing a cost statement under Section 105.665 of the Missouri Revised
Statutes relating to proposed legislative changes. These changes are described in our analysis
entitled “Proposed Legislative Changes Analysis” presented to the Board of Trustees on
January 24, 2018 (the “Analysis™) and which is included with this letter. We are also including
with this letter the Actuarial Valuation Report for the Police Retirement System as of
October 1, 2017 (the “Valuation™), which includes some of the information required by Section
105.665.

The following is provided in support of the proposed changes to the Police Retirement System of
St. Louis (*“PRS”). Item numbers correspond to requirements of Section 105.665.

(1) The level normal cost of plan benefits currently in effect is shown in Table V-1 of the
Valuation.

(2) There is currently no contribution for unfunded liabilities since, under the Aggregate Cost
Method, all such cost is included within normal cost.

(3) The total contribution rate expressed in annual dollars and as percent of active employee
payroll is shown in Table V-1 of the Valuation.

(4) It is our understanding that the City of St. Louis intends to pay the amount of contribution
indicated in item (3) by September 30, 2018.

(5) The plan’s actuarial value of assets, the market value of assets, the actuarial accrued
liability and the funded ratio is shown in Table I-1 of the Valuation.

(6) The post change contribution rate is shown on pages 5 and 8 of the Analysis.

(7) A 10-year projection of contributions, assets, actuarial liability and funded ratios is
included at the end of this letter.

(8) It is our understanding that the contributions shown in the projections would be required
to be contributed by the City of St. Louis.

(9) We do not believe that the proposed changes would impair the ability of the plan to meet
its obligations currently in effect.

(10) The actuarial assumptions are shown in Appendix B of the Valuation.
(11)In our opinion, the actuarial assumptions in Appendix B are reasonable for purposes of

the Valuation and the Analysis.
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(12) The actuarial funding method used for the Valuation is the Aggregate Cost Method as
described in Appendix B of the Valuation. For purposes of the Analysis, the following
methods were used:

(a) Actuarial Cost Method: Entry Age Normal

(b) Amortization Method: The initial unfunded actuarial liability will be amortized as a
level percentage of payroll over a 20-year period. Future changes in unfunded actuarial
liability due to actuarial gains and losses and changes in actuarial assumptions will be
amortized as a percentage of payroll over separate 20-year periods from the date of
each such change.

This letter was prepared exclusively for the Police Retirement System for the purpose of
providing information required under Section105.665 of the Missouri Revised Statutes. This
letter is not intended to benefit any third party, and Cheiron assumes no duty or liability to any

such party.

In preparing our report, we relied on information (some oral and some written) supplied by the
System. This information includes, but is not limited to, the plan provisions, employee data, and
financial information. We performed an informal examination of the obvious characteristics of
the data for reasonableness and consistency in accordance with Actuarial Standard of Practice
No. 23.

To the best of our knowledge, this letter and its contents have been prepared in accordance with
generally recognized and accepted actuarial principles and practices which are consistent with
the Code of Professional Conduct and applicable Actuarial Standards of Practice set out by the
Actuarial Standards Board. Furthermore, as credentialed actuaries, we meet the Qualification
Standards of the American Academy of Actuaries to render the opinion contained in this letter.
This letter does not address any contractual or legal issues. We are not attorneys, and our firm
does not provide any legal services or advice.

Feel free to call Steve McElhaney at (703) 893-1456 ext. 1030 or Mike Noble at ext. 1209,
should you have any questions.

Sincerely,
Cheiron

MFSA, FCA, EA

Principal Consulting Actuary
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ATTACHMENT

!f?efection_(Bfa_geling._ Aggregate)

Contribution | - Value of As's('_ats Accrued | Fu':'qu'c' !
: tyﬂ diet _
. Dollars  Payroll Actuarial Market | Liability' .
2017 | 33,103,540  40.96% | 771,337,887 776,579,478 969,815,612 | 79.5%
2018 | 33,410,711 40.13% | 787,526,667 798,739,343 986,979,871 | 79.8%
2019 | 33,543,910 39.12% | 804,419,783 821,048,913 | 1,003,905,409 | 80.1%
2020 | 32,203,457 36.46% | 834,123,304 843,803,720 | 1,020,954,483 | 81.7%
2021 | 30,937,387 34.01% | 863,440,164 865,184,304 | 1,037,817,696 | 83.2%
2022 | 30,689,525  32.75% | 882,359,519 883,566,850 | 1,052,953,045 | 83.8%
2023 | 30,436,423  31.54% | 901,570,674 902,261,450 | 1,068,723,413 | 84.4%
2024 | 30,250,938  30.43% | 920,942,978 921,236,285 | 1,085,067,687 | 84.9%
2025 | 30,182,693  29.48% | 941,634,743 941,745,809 | 1,103,220,073 | 85.4%
2026 | 30,173,374  28.61% | 960,772,872 960,831,568 | 1,120,203,581 | 85.8%
(1) Shows Entry Age Normal Accrued Liability and Funded Ratio
Prujeé_ti_ud (Baséiine, Entry Age Norniai) L ril
Contribution Value of Assets Accrued Funded
. % oo o
i Payroll Actuarial Market | Ratio |
2017 | 29,153,191  36.07% | 771,337,887 776,579,478 969,815,612 | 79.5%
2018 | 30,349,420 36.45% | 783,576,317 794,788,994 986,979,871 | 79.4%
2019 | 31,416,139  36.64% | 797,111,867 813,740,996 | 1,003,905,409 | 79.4%
2020 | 31,569,123  35.74% | 824,139,523 833,819,939 | 1,020,954,483 | 80.7%
2021 | 31,748,976  34.90% | 852,073,265 853,817,405 | 1,037,817,696 | 82.1%
2022 | 32,525,541  34.71% | 870,951,692 872,159,024 | 1,052,953,045 | 82.7%
2023 | 33,261,827  34.46% | 891,143,278 891,834,053 | 1,068,723,413 | 83.4%
2024 | 34,050,104  34.25% | 912,558,931 912,852,238 | 1,085,067,687 | 84.1%
2025 | 34,950,851  34.14% | 936,421,059 936,532,124 | 1,103,220,073 | 84.9%
2026 | 35,897,449  34.04% | 959,936,320 959,995,015 | 1,120,203,581 | 85.7%

% : All Plan Changes, Entry Age
: Value of Assets

%

. Dollars Payroll Actuarial Market Liability
2017 | 28,741,958  35.56% | 776,579,478 771,337,887 972,024,402 | 79.4%
2018 | 29,802,790  35.80% | 794,834,658 783,621,981 989,227,068 | 79.2%
2019 | 30,631,770  35.72% | 813,742,852 797,113,722 | 1,006,095,808 | 79.2%
2020 | 30,601,332  34.65% | 833,604,362 823,923,946 | 1,022,908,143 | 80.5%
2021 | 30,659,052  33.70% | 853,239,281 851,495,141 | 1,039,382,550 | 81.9%
2022 | 31,270,874  33.37% | 871,106,818 869,899,487 | 1,054,009,923 | 82.5%
2023 | 31,760,288 3291% | 890,160,616 889,469,840 | 1,069,116,782 | 83.2%
2024 | 32,314,369  32.51% | 910,336,539 910,043,232 | 1,084,567,333 | 83.9%
2025 | 33,052,993  32.28% | 932,949,192 932,838,127 | 1,101,590,971 | 84.7%
2026 | 33,841,420 32.09% | 955,152,618 955,093,922 | 1,117,242,505 | 85.5%
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