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Gentlemen:

This report constitutes the July 1, 1998 actuarial valuation for the South Carolina Police
Officers Retirement System (PORS). The report includes this commentary and a series of
actuarial tables and summaries of the plan provisions and methods and assumptions.

Basic Contribution Requirements

Our valuation finds the PORS in excellent actuarial condition. The current plan benefits,
including the COLA of 1.6% that may be granted as of July 1, 1999, are adequately funded by
the current contribution levels which consist of employee contributions of 6.5% and employer
contributions of 10.30% for Class II members.

The employer contribution rates are also reasonably split between 8.43% for normal cost
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members. With these amortization payments the current unfunded hablhty will be eliminated
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be eliminated in 6 years.

We have also determined that the Group Life Insurance employer contribution of 0.20% and
the accidental death benefit employer contribution of 0.20% are both reasonable and will
adequately fund the expected benefit payments. The separate funds for these benefits have
built sufficient reserves.
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ol I'his valuation was based on approximately 22,900 active members with a payroll of $606.4
: million. This represents an increase in the number of active members of about 5.0% and an
: l] increase of 7.8% in covered payroll since the previous year’s valuation.
The number of people receiving benefits increased since the last valuation by about 6.5%. The
kv annual benefits beine vaid increased by about 8.6%. This takes into account the 1.5% COI
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L d that was effective July 1, 1998.
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The market value of the PORS assets as of July 1, 1998 was $1.81 billion. The comparable
figure one-year before was $1.58 billion. The rate of investment return on assets for the
1997/98 year was 13.1%.

For purposes of the actuarial valuation, we are using an actuarial value of assets that phases-in
investment return different than the assumed 7.25% rate over a 5-year period. This actuarial

value as of July 1, 1998 was $1.68 billion as compared to $1.51 billion the previous year.

‘Unfund:d Liability and Experience Factors

After recognizing the actuarial value of assets, the unfunded liability as of July 1, 1998 was
$48.9 million. There was a decrease in unfunded liability of $9.5 million. The factors causing
the decrease (in millions) are:

Regquired amortization payment $ (6.3)
Asset experience (324)
Qalnimr Asrinmst A gN
Ddld.ly UA})CIJUILDU [V
Other experience 13.1
COLA effective July 1, 1999 ii.1
Net change _ $ 9.5

Governmental Accounting Standards Board (GASB) Calculations

Our report includes information that is required by GASB. Basically, the calculations indicate.

R RPIPRUT RO, Yy B 3T ot loma trvamancad aines tha 3 1
that the System’s funded ratio has increased since the previous valuation. As of the last

valuation the funded ratio was 96.3%. This has improved to 97.2%. In addition, the unfunded
liability as a percentage of covered payroll has decreased from 10.4% to 8.1%. Both of these
statistics indicate that the funded status of the System has improved.

Changes in System Benefits and Actuarial Assumptions and Methods

This actuarial valuation reflects the current provisions of the System as outlined on Table X.

o
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The provisions have remained the same since the last actuarial valuation. Hiowever, our report
does contain provisions for a 1.6% COLA to be granted effective July 1, 1999.

The actuarial assumptions and methods are outlined on Table IX. These assumptions and
methods have remained as those employed in the July 1, 1997 actuarial report.
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Tabie I

South Carolina Police Officers Retirement System (PORS)

Summary of Actuarial Valuation Results

Number of Active Members and Compensation

o

Total number of active members
m .
1014

a.
1L P 5. Py
U. CULLLPCTIISALIULL

[ ==

Number of Persons Receiving Benefits and Benefits

a. Total number receiving benefits
b. Total amount of benefits

el nd <

2 AA. o EEN
d. IVIAIKCL valuc

b. Actuarial value

Unfunded Actuarial Accrued Liability (UAAL)

Remaining Liquidation Period (Years)

a. Normal cost contribution

b. UAAL contribution

¢. Pre-retirement death contribution
d. Accidental death contribution

e. Total

All dollar amounts in thousands

4~

July1,1998  July 1.1997
22.883 21,829
$ 606426 $ 562.553
5,557 5219
$ 73989 $ 68,150

8.43%
1.87%
0.20%
0.20%
10.70%

8.43%
1.87%
0.20%
0.20%
10.70%

\ \ ¢4
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Table IT

South Carolina Police Officers Retirement System (PORS)

N

w

6.

=~

Determination and Amortization of Unfunded Liability

Actuarial Present Value of Future Benefits

a. Present retired members and beneficiaries
b. Present active and inactive members
¢. Total actuarial present value

Present Value of Fufure Normal Coniributions

a. Employee at 6.50%
b. Employer at 8.43%
c. Total future normal contributions

Current Actuarial Value of Assets

Unfunded Actuarial Accrued Liability
=3, -4,

Unfunded Acerued Liability Rates (Class IT)

nfunded Accrued Liability Liquidation Period

All dollar amounts in thousands

$ 702,155
1.878.739

$ 2,580,894

$ 368,892
478.424
$ 847316

$ 1,733,578

PR

$ 1,684,641

$ 48,937

1.87%

5 years



South Carolina Police Officers Retirement System (PORS)
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Development of Actuarial Value of Assets

Actuarial Value of Assets on July 1, 1997
1997/1998 Net Cash Flow

a. Contributions
b. Disbursements
c. Net Cash Flow

- - 4

Expected Actuarial Value of Assets on Juiy 1,
(1.+2.c.+3)

Market Value of Assets on July 1, 1998

@
(=}
<
@
—
=

Excess of Market Yalu

(5.-4)

20% Adjustment towards Market
(20x6.)

Actuarial Value of Assets on July 1, 1998
4.+7)

All dollar amounts in thousands

$ 1,512,390

1N O s

108,976

79,787

$ 29,189

$ 110,706

@&

1,652,285

L=

1,814,065
$ 161,780

$ 32,356

W
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- South Carolina Police Officers Retirement System (PORS)
J Accounting Iinformation
1 1. Number of Active and Retired Members as of July 1, 1998
J
] ' Group Number
. Retiree and Beneficiaries Currently
_J Receiving Benefits 5,557
- Terminated Employe#s Entitled to Benefits
; But not yet Receiving Benefits 6,049
. Active Members _22.883
: Total 34,489
2.
. (
\*/
1 (b) ©) UAAL as a
B | (a) Actuariai Unfunded @ Percentage
Actuarial Actuarial Accrued AAL Funded (e) of Covered
~ Valuation Value of Liability (UAAL) Ratio Covered Payroll
.! Date Assets (AAL) (b—a) (a/b) Payroll (c/e)
07/01/98 $ 1,684,641 $ 1,733,578 $48,937 97.2% $§ 606,426 8.1%
07/01/97 1,512,390 1,570,816 58,426 96.3% 562,553 10.4%
07/01/96 1,367,549 1,427,785 60,236 95.8% 505,516 11.9%
07/01/95 1,236,610 1,299,119 62,509 95.2% 475,176 13.2%

All dollar amounts in thousands

N
).
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Table IV

(continued two)

Remaining amortization period

Asset valuation metltod

Actuarial assumptions
Investment rate of return* |
Projected salary increases*
*Including inflation at

Cost-of-living adjustments

Level percent open

5 years

5 year smoothed market

7.25%
5.05% - 11.15%

4.25%
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South Carolina Police Otficers Retirement System (P ORS)
| ey
- : Valuation Balance Sheet
i July 1,1998 July 1. 1997
o 1. Assets
- a. Current Assets
, i) Employee Annuity Savings Fund $ 352,424 $ 314217
| el - L
I ii) Employer Annuity Accumulation Fund 1.332.217 1.198.173
. iii) Total Current Assets $ 1,684,641 $ 1,512,390
W : I g - “ .
; ] b. Future Membei Contributions to Employee
- = Annuity Savings Fund $ 368,892 $ 359,919
E j c. Prospective Contributions to Employer
T Annuity Accumulation Fund
- i) Normal Contributions $ 478424 $ 466,787
rﬁ } ii) Accrued Liability Contributions 48 937 58.426
ey iii) Total Prospective Employer Contributions ~ § 527361  § 525213
“ d. Total Assets $ 2580804 $ 2397.522
m . g e *
| 2. Liabilities
9 a. Employee Annuity Savings Fund
R | i) Past Member Contributions $ 352,424 $ 314,2
it} Future Member Contributions 368.892 3599
iii) Total Contributions to Employee Annuity
. 3 Savings Fund $ 721,316 $ 674,136
“ = | b. Emplover Annuity Accumulation Fund
. i) Benefits Currently in Payment $ 702,155 § 645356
i ii) Benefits to be Paid to Current
A i Active Members 1.157.423 1.078.030
L iif) Total Benefits Payable from Employer
v_ Annuity Accumulation Fund $ 1,859,578 $ 1,723,386
S} -—-
L ! c. Total Liabilities $ 2.,580.894 $ 2397522
. & All dollar amounts in thousands
k.o ]
) 9
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able VI

South Carolina Police Officers Retirement System (POT(S)

" Number and Annual Retirement Allowances of Benefit Recipients as of July 1, 1998

E\J

4.

h A smancctder

Life Annuity

100%J & S

100 % Pop-Up _ "
50%T &S )

50% Pop-Up

Level Off

Life Annuity
100% J & S
100 % Pop-Up
50%J &S
50% Pop-Up

Beneficiaries of Deceased Retired

Total

Grand Total

Annual
Retirement
Number Allowances
W 1,685 $ 18,550,032
257 2,780,352
26 226 2,734,368
225 3,999,444
326 6,011,964
309 1227 22.421.952
3,949 $ 56,498,112
651 $ 8,855,916
83 735,180
33 376,824
43 527,928
54 896,628
864 $ 11,392,476
744 $ 6,098,568

5557

10

$ 73,989,156
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Age Group 0-4 59
Under 25 1,294 6
25-29 3,359 828
30-34 1,924 1,647
35-39 1,192 874
40— 44 968 610
45-49 763 583
5054 483 366
55-59 245 211
60 — 64 103 81
65 & Up 25 25
Total 10,356 5,231
Average Age
Average Service
Average Pay
Percent Female

L bd el bd b il L g L
Table VI ‘
South Carolina Police Officers Retirement System (PORS) L.
Distribution of Active Members by Age Groups and Service Groups as of July 1, 1998
Years of Service
C10-14 15-19 20224 25-29 30&Over  ITofal
AN
o . . . . 1,300
17 . . - 4,204
715 i 7 i . 4,294
1,212 358 10 . 3,646
669 523 326 18 . 3,114
505 w308 nv 398 220 3 2,780
AN.W 204 244 162 64 1,952
244 114 103 62 57 1,036
106 70 44 27 20 451
20 16 9 3 8 " 106
3917 1,600 1,135 492 152 22,883
Prior Year Current Year
38.04 years 38.08 years
7.15 years 7.48 years
$25,771 $26,501
21.3% 22.5%
Aw\ /
i { %4



Table VIII
| ] South Carolina Police Officers Retirement System (PORS)
i % Distribution of Particinants Receiving Benefits
i 1
1. Service Retirement
[‘ v ! Current Age Group Number Total Annual Benefit Average Annual Benefit |
Lo e Under 50 149 $ 2,794,932 $ 18,758
[ ] 50 —54 339 7,311,960 21,569
s 55-59 600 10,739,136 17,899
60 — 64 830 11,915,172 14,356
' | 6569 837 9,450,384 11,291
“ 2 70 - 74 582 7,464,192 12,825
) 75-79 o - 325 4,001,676 12,313
i | ] 80 & Over 287 2,820,660 9,828
SR Total 3,949 3 56,498,112 $ 14,307
ks -
I , ] 2 Disability Retirement
i‘ l Current Age Group Number Total Annual Benefit Average Annual Benefit
Under 50 351 $ 5,054,928 $ 14,402
Lo ' 50 -54 194 2,636,448 13,590
' i 55-59 132 1,537,260 11,646
e 60 - 64 71 877,080 12,353
. 65 -69 53 615,324 11,610
P 3 70 —74 35 399,132 11,404
l 75-79 17 144,804 8,518
80 & Over 11 127.500 11.591
o ] Total 864 $ 11,392,476 $ 13,186
= i 3. Beneiiciaries
) ” Current Age Group Number Total Annual Benefit Average Annua)l Benefit
i
o g * Under 50 87 $ 693,984 $ 7977
T : 50 —54 53 477,648 9,012
A 55-59 65 610,380 9,390
1 60— 64 78 712,080 9,129
. 65 —69 95 -966,300 10,172
. - 70-74 116 832,536 7,177
o . 75~79 105 838,956 7,990
Pt 80 & Over 145 966.684 6,667
P Total 744 $ 6,098,568 $ 8197

-
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Table IX
South Carolina Police Officers Retirement System (PORS)

Qutline of Actuarial Assumptions and Methods

i. Interest to be Earned by Fund
7.25% per annum, compounded annually.

2. Salary Increases

Salary increases are assumed in accordance with the following representative rates:

T

Annual Annual

Age Increases Age Increases
20 11.15% 45 - 5.05%
25 10.25% 50 5.05%
30 6.85% 55 5.05%
35 6.05% 60 & Up 5.05%

40 5.45%

3. Decrement Rates

The following are representative values of the assumed annual rates of withdrawal, in-
service mortality, disability and service retirement

Annual Rate of
Service Withdrawal
Age Retirement*  Mortality Disability Years of Service
0—-4 S or more

20 0.10% 0.14% 9.72% - 6.96%
25 0.13% 0.16% 8.70% 6.96%
30 0.16% 0.20% 7.98% 4.20%
35 0.20% 0.26% 7.74% 3.42%
40 0.27% 0.34% 7.38% 2.64%
45 10.00% 0.40% 0.50% 6.90% 2.82%
50 10.00% 0.57% 0.84% 5.82% 2.94%
55 10.00% 0.88%

60 15.00% 1.42%

64 25.00% . 2.03%

*Plus an additional 20% in year when first become eligible for unreduced service retirement.

Tin additian 280/ ~Ff diaahilities ara assumed to he dutv related. and 5% nf'ﬂrp-rpﬁrpmen

111 a.uull-].Ull, L /U O1 G15av1iiics arc assumea o ¢ VULy Lvidivi, Qiiw o/ AW TaNvai S

deaths are assumed to be accidental.

13
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Tabie IX
(continued two)

After Retirement

ees and beneficiaries, the 1983 Group Annuity Mortality Table rates Set

I‘Ui ucau.uy J.\at‘..luvu and deiciict
forward two years. A separate t bl of mortality rates is used for.disabled retirees. The

following are sample rates for the healthy retirees and beneficiaries:

Age Male Female

50 0.48% 0.19%

55 0.71% 031%

60 1.11% 0.52%

65 1.98% 0.87%

» 70 3.34% 1.62%

75 5.48% 3.07%

80 8.93% 5.27%

85 13.39% 8.39%

re assumed to be married, with female spouses being 4 years

Asset Valuation Method

alue of

Actuarial value of assets recognizes a portion of the difference between the market v
e

assets and the expected value of assets, based on the assumed investment rate of retu™
amount recognized each year is 20% of the difference between market and expected value.

----- . <raille

The actuanal value of assets is limited to a range between 80% and 120% of market Va&:t¢

Cost Methods

a. Normal Retirement, Termination, Death and Disability Benefits

Projected benefit with level percentage entry age normal cost and open-end ﬁlﬂded
actuarial accrued liability. Gains and losses are reflected in the period remainin gto

iquidate the unfunded actuarial accrued liability.

—_
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Table IX
(continued three)

Additionai Assumptions and Methods

There are certain other assumption made that have a relatively minor effect on labilities.
These assumptions are available upon request. :

15
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Table X

South Carolina Police Officers Retirement System (PORS

j

Qutline of Principal Plan Provisions

Effective Date

July 1, 1962.

Eligibility Requirements

A police officer or firefighter who works at least 1,600 hours as a police officer or
firefighter and whose compensation is at least $2,000 during the fiscal year.

iy
Creditable Service

Creditable service means service during which contributions have been made. Thisis
counted in years, months, and days.

There are a number of different types of service that may be purchased by an employee
under special rules, including educational leave, medical leave, federal service, maternity
leave, military leave, municipality service, non-member service, out-of-state service,

transfer of service for one system to another, and others.

Average Final Compensation

The total of the highest 12 consecutive quarters of compensation earned divided by 3.
Denoted AFC. Compensation generally includes gross salary or wages, overtime, sick pay,
wage deferrals, and termination pay for unused annual leave. For member who joined the
system on or after January 1, 1997, compensation for benefit and contribution purposes is

limited to $150,000, subject to annual index.

Normal Retirement

a. Eligibility Attainment of age 55 and the completion of 5 years of
creditable service or completion of 25 years of creditabie
service.

b. Benefit 2.14% of AFC times creditable service (Class II).

! W/
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Table X
(continued two)
Early Retirement
a. Eligibility Completion of 5 years of creditable service.
b. Benefit Retirement benefit based upon créditable service and AFC as

of date of early retirement, commencing at age 55.

Disability Retirement

a. Eligibility Disability prior to normal retirement age with at least 5 years
of creditable service. The service requirement is waived for
duty related disability.

. ™
b. Benefit Benefit equal to the amount of retirement benefit that would

have been payable assuming continued employment to age 55
and AFC at date of disability.

a. Death prior to age 55
i) Prior to completion of 15 years of creditable service

Refund of employee contributions with interest plus Group Life Insurance in a lump
sum equal to annual compensation. Group Life Insurance only payable to those with
at least 1 year of creditable service, unless death is job related and whose employer

nartirinatod
parulipas.

LAY £ 1

ii) After completion of 15 years

v
<

Same as above, however, instead of the refund of employee contributions with
interest, the beneficiary may elect to receive an annuity equal to the amount that
would have been payable had the member retired the day before death and elected
payment to commence at age 55 under option 1 described below.

Same as Item a.(ii) above.

Accidental Death Benefit

If death occurs and is duty related, then a mon thly annuity equal to 50% of the member’s
compensation at .h e time of death is paid to the statutory beneficiary until the benef_cmrv S
death.

g , W




'

: \ A \
s i

o, Wi

— .

i GmE faw Bem

e

e

1

R

Y o

,‘

—

!
o

|

10.

ik
Jui
.

ok
(8]

13.

14.

15.

M., WV
LAULIC 1
(continued three)
Member Contributions
6.5% of compensation.
Vested Benefit upon Termination
a. Eligibility 100% vesting upon completion of 5 years of creditable
service

b. Benefit Accrued service retirement benefit as of date of termination

Benefit

payable as of age 55.
— ™
lect return of accumulated employee contributions

Normal Form of Retirement Income

Monthly life annuity with guaranteed return of employee contributions plus interest.

Optional Forms of Retirement Income

a.

b.

=

Option 1.
Option 1(a).
Option 2.

Ontion 2(a).

Monthly life annuity with 100% of reduced benefit continued to
beneficiary upon death.

Same as option 1 with revert to maximum option if beneficiary
predeceases retiree.

Monthly life annuity with 50% of reduced benefit continued to
beneficiary upon death.

Same as option 2 with revert to maximum option if beneficiary
predeceases retiree.

Cost of Living Adjustment

Granted upon approval of State Budget and Control Board if fundmg objectives are met.
The amount is the increase in the calendar year CPI, uniess the CPI increases greater than
3%. If this occurs, a 4% increase is granted.
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