Town of Scituate Retirement Plan for the
Police Department Employees

UPDATED
FUNDING
IMPROVEMENT
PLAN - 2016

The purpose of this report is to present the Town of Scituate's updated funding improvement plan with
regard to the Town of Scituate Retirement Plan for the Police Department Employees (the "Plan").
The Plan's funding improvement plan was originally established in 2012. This update reflects (2) the
progress of the original funding improvement plan and (b) the Plan provision changes from the
collective bargaining agreements effective for the period July 1, 2013 through June 30, 2015 and July
1, 2015 through June 30, 2018, as finalized and received by the Town of Scituate on November I8,
2015,

This funding improvement plan is based on the Plan's data as of the April 1, 2015, and projected to
April 1, 2016.

This funding improvement plan includes future funding projections under the improved funding
methods by the Town. :

The discount rate and assumed rate of return on investments, unless otherwise noted, is assumed to be
7.50%.
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Town of Scituate Retirement Plan for the
Police Department Employees

I Executive Summary |

In accordance with the Rhode Island General Laws Section 45-65-6(2), and as requested by the Division of Municipal Finance on
December 16, 2015, the Town of Scituate (the "Town"} is submitting this updated Funding Improvement Plan for the Town of
Scituate Retirement Plan for the Police Department Employees (the "Plan"). The Town has most recently completed the April 1,
2015 actuarial valuation on September 1, 2015, and an experience study as of March 25, 2015. Based on these results the funded
status of the Plan was 36.1% as of April 1, 20135, and therefore, considered in critical status. This is an improvement of the Plan's
funded status of 27.5% as of April 1, 2011, at the time the original funding improvement plan was established.

This report contains the Town's improvement plan and will describe the Town's plans to increase the Plan's funded status to the point
it is no longer considered in critical status, Improvements include future funding projections under (a) improved funding methods by
the Town and (b) benefit provision changes. The benefit provision changes detailed in the this improvement plan are provisions
recently agreed upon in collective bargaining,

The Town has agreed to confribute the Annual Recommended Contribution to the Plan. If the current economic environment
continues, the Plan can expect to reach 60% funded status by 2027 (see Exhibit A). The Town will continue negotiations with the
Plan's union to ensure the funding level remains at a sustainable level, as necessary.

Changes to Plan Provisions Since
2012 Funding Improvement Plan

The Town and the Intemnational Brotherhood of Police Officers (IBPO) finalized their collective bargaining agreements effective for
the period July 1, 2013 through June 30, 2015 and July 1, 2015 through June 30, 2018. The agreements were finalized and received
by the Town of Scituate on November 18, 2015. The following is a summary of the changes to the Plan provisions as a results of the
new CBAs:

Plan Changes:

a, The annual cost of living adjustments (COLAs) is eliminated for participanis hired after July 1, 2012. For participants
who were hired on or before July 1, 2012 and retire on or after July 1, 2015, the COLA is based on a 3% non-
compounded annual increase that begins in the fourth year following retirement.

b. The normal retirement benefit is now based on a 3-year average of a Participant's base salary (was based on last single
year).

c. Annual employee contributions increase from 10% to 12%, effective July 1,2015.

d. Eligibility to enter the Plan is proposed to be closed to participants hired on or after July 1, 2014. Future employees
will be enrolled in the Municipal Employees' Retirement System of Rhode island ("MERS").

These Plan changes will be included in the April 1, 2016 actuarial valuation to be completed later in 2016 once census and asset data
is available and the Plan document has been amended to reflect these changes. The forecasts included within this Updated Funding
Improvement Plan are based on April 1, 2015 valuation, projected to April I, 2016 assuming the Plan is amended to reflect the

changes.
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Town of Scituate Retirement Plan for the
Police Department Employees

| Current Funding Policy |

The Town's current funding pelicy is to contribute at least the Annual Recommended Contribution (the "ARC") to the Plan on an
annual basis.

Effective April 1, 2012, the ARC has been determined using a 7.50% discount rate, 4.00% growth assumption and a 25-year closed
amortization, As of April 1, 2015, the amortization period will decrease to 22 years.

Active. participants contribute 12% of covered payroll to the Plan each year. This contribution reduces the amount of contributions
required by the Town to fund the ARC. '

The projection of the active population, through results of the April 1, 2015 valuation, result in all active participants retiring by
2037. With the active population projected to be retired within 22 years, the Town has considered amortizing the unfunded liability
over a closed period that is consistent with the expected career of active participants.

Exhibit A illustrates the forecast of the current funding schedule.

Exhibit B illustrates the forecast of the current funding schedule plus an additional $100,000 per year.

Exhibit C and Exhibit D iliustrate the forecast of the closed amortization, with 2 400% growth assumption, under additional
investment and liability measurement scenarios.

Future Funding
Revenue Enhancements

No actions have been determined at this time.

APPENDIX

EXHIBIT A Projections of Cuwrrent Plan Provisions
Current Plan Provisions - 25 Year Closed Amortization - 4.00% Growth

EXHIBIT B Projections of Current Plan Provisions
Funding the ARC Plus an Additional $100,000 Per Year

EXHIBIT C Projections of Current Plan Provisions - Funding ARC
Rate of return on investments is 7.00%

EXHIBIT D Projections of Current Plan Provisions - Funding ARC
Assumes 15% Investment Loss in 2016

EXHIBITE Summary of Future Funding Projections
EXHIBITF Summary of Future Town Contribution Projections
EXHIBIT G Summary of Actuarial Assumptions Compared to the State
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EXHIBIT E

Summary of Future Funding Projections

Low Return e (316 Loss —maws2G]{2 FIP e (e nt = es e Accelerate

Chart
Indicator

Current
Accelerate

Low Return

2016 Loss

2012 FIP

Funding Policy
Current Funding Policy

Current Funding Policy Plus Additional $100,000 Per Year

Current Funding Policy
Assumes 7.00% Return on Invesiments

Current Funding Policy
Assumes 15% Investment Loss through March 31, 2016 & 7.50% Investment Return in Future Years

Projected Funding Percentage under 2012 Funding Improvement Plan (Exhibit B)
Based on April 1, 2011 census, valuation and Plan provisions.

Funding projection results are based on a 7.50% discount rate to determine liabilities ard Annual Required Contributions (ARC),
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EXHIBIT.F

Summary of Future Town Contribution Projections

$1,800,000 3

Low Retum === 2016 Loss =e===2012 FIP = = Current =a=a Accelerate

Chart
Indicator Funding Policy
Current Current Funding Policy
Accelerate Current Funding Policy Plus Additional $100,000 Per Year
Low Return Current F unding Policy
Assumes 7.00% Return on Investments
2016 Loss Current Funding Policy
Assumes 15% Investment Loss through March 31, 2016 & 7.50% Investment Return in Future Years
2012 FIP Projected Funding Percentage under 2012 Funding Improvement Plan {(Exhibit B)

Based on April 1, 2011 census, valuation and Plan provisions.

Funding projection results are based on a 7.50% discount rate to determine liabilities and Annual Required Contributions (ARC),
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EXHIBIT G .

Summary of Actuarial Assumptions Compared to the State

Methods and
Assumptions

State of Rhode
Island - State Poiice

Valuation Date

Actuarial Cost Method

Actuarial Value of Assets

June 30, 2014

Entry Age Normal

Actuarial smoothing - "
of gains/(losses) over
5-year period

Discount Rate /
(Investment Return)

Salary Increase

Termination Rates

Prepared by The ANGELL Pension Group, Inc.

n

7.50%

The sum of (i) 3.75%
and (ii) service
related component:

Service Rate
0 4.25%
1-2 4.00%
3 8.00%
4 5.00%
5 3.25%

6-7 1.25%
8-9 1.00%
10-14 0.75%
15-19 0.50%
20-24 0.25%
25+ 0.00%
None

Page 10 of 12

Town of Scituate Actual Town

Police Department Experience
April 1,2015 n/a
Entry Age Nomal n/a
"Market Value = nfa

7.50% Scituate's actual

rate of return since
April 1999 is 4.96%,

4.00% Recent CBAs were
executed with 3.50% salary
increases effective
retroactive to July 1, 2012.
In future years, it is expected
the salary scale will decrease

to 3.50% per year,

None There have been 4

terminations since
April 1, 2000, averaging
1.7% per year,

2/8/2016



EXHIBIT G .

Summary of Actuarial Assumptions Compared to the State

Methods and
Assumptions

State of Rhode
Island - State Police

Town of Scituate
Police Department

Actual Town
Experience

Disability Rates

Sampie rates:

Age Rate
20 0.12%
25 0.17%
- - 30 0.22%
- 35 0.29%
40 0.44%
45 0.72%
50 1.21%

75% of disabilities are
considered work related
and result in retirement.

Not work-related
disabilities result in
termination and refund,

Sample rates:
Age Rate
20 0.03%
25 0.03%
30 - 0.03%
35 0.06%
40 02l%
45 0.39%
50 0.81%

Occupational disability
assumed to equal 3x the
1974 Railroad Retirement
Board Incidence

Post-retirement for
healthy males (females)
is 115% (95%) of
RP-2000 Combined
Healthy mortality table
for males with white
collar adjustments,
projected with Scale AA
from 2000

Mortality Rates

Pre-retirement is 75%
of RP-2000 Combined
Healthy mortality tables
with white collar
§ adjustment. 15% of
active member deaths
are assumed occupational,

Disabled retirees use 60%
of the PBGC Table Va/Via
for males/females for
Social Security disability
benefits.

Prepared by The ANGELL Pension Group, Inc.

L]

RP-2014 Blue
Collar Employee/
Annuitant with
MP-2014 Generational
Improvement Scale
for males and females.

Effective for April 1, 2016,
it is expected the Plan
will use MP-2015
Generational Improvement
Scale.

Page 11 of 12

There are currently
3 disabled participants
in pay status. No
disabilities have occurred
since 1999,

There has been only
4 retiree deaths since
April 1, 2000.

21812016



EXHIBIT G .

Summary of Actuarial Assumptions Compared to the State

Methods and State of Rhode Town of Scituate Actual Town
Assumptions [sland - State Police Police Department Experience
Retirement Rates Retirement rates differ 100% retirement Scituate has experienced
for participants hired assumed after 25 Y ears retirements at various
prior to July 1, 2007 (A) of Service. service markers,

and hired after
July 1, 2007 (B)

Sérvice A B 7 "
20 25% n/a
21 15% n/a
22 10% na
23 20% n/a
24 30% n/a
25 100% 35%
26 100% 25%
27 100% 20%
28 100% 30%
29 1H00% 40%
30 100% 100%

Marriage Rates 85% of employees 75% of employees
are assumed to be are assumed to be
married. Males assumed married. Males assumed
to be 3 years older than to be 4 years older than
females. females.
Calculation of The unfunded liability is The unfunded liability is N/A
Annual Required amortized over a 25-year amortized over a 25-year
Contribution (ARC) closed period, assuming closed period, assuming
7.50% discount rate and 7.50% discount rate and
3.75% growth. 4.00% growth. The employes

contributions are included
in the determination of ARC.

Prepared by The ANGELL Pension Group, Inc. Page 12 of 12 2/8/2016
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