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2024 Action Plan

Today the Board will
• Review System experience since 2022
• Discuss alternative assumptions and methods
• Discuss appropriation for FY2026 and beyond
• Select Funding Schedule
• Other

Once a funding schedule is selected, KMS will
• Finalize January 1, 2024 Valuation Report
• Prepare December 31, 2023 GASB 67/68 report

➢ based on January 1, 2024 valuation
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2023 Events That Impact Valuation

• Actual vs. Expected Experience
➢ Market Value of Assets (MVA) - $157.8m

• 7.00% expected return
• -14.59% return for 2022
• 16.67% return for 2023

➢ Actuarial Value of Assets (AVA) - $163.2m
• 7.00% expected return
• 6.06% return for 2022
• 7.91% return for 2023
• $95,000 loss over 2-year period
• $5.4m deferred losses not recognized as of January 1, 2024

➢ Demographic experience loss of $1.9m
• Losses

– Salary increases greater than expected
– New entrants with past service
– Inactive ASF balances not paid

• Gains
– Number of terminations greater than expected
– Change in method for recognizing net 3(8)(c) payments

• Assumption or Method Changes
➢ Update retirement and disability decrement tables to PERAC standard
➢ Update salary scale to service-based tables

➢ 5.5% graded down to 3.5% for group 1, 6.5% graded down to 4% for group 4

• Benefit Changes
➢ Increased COLA base from $14,000 to $16,000
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Impact of Events on Results
(results in millions)

Event
Change in Unfunded

Liability
Change in Funded

Status

January 1, 2022 Valuation $44.4m 77.2%

Expected January 1, 2024 Unfunded Liability $39.5m Increased to 80.6%

Demographic Loss Increased by $1.9m Decreased to 79.8%

Asset Loss Increased by $0.1m Decreased to 79.7%

Increase COLA Base from $14,000 to $16,000 Increased by $1.7m Decreased to 79.1%

Update Pre-Retirement Decrements Increased by $2.8m Decreased to 78.0%

Update Salary Scale Increased by $0.8m Decreased to 77.7%

Total Increased by $7.3m -
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Funding Progress
(results in millions)

Prior
Valuation

Before Assumption
Changes

After Assumption
Changes

Valuation Date January 1, 2022 January 1, 2024 January 1, 2024

Actuarial Accrued Liability (AL) $194.4 $206.4 $210.0

Actuarial Value of Assets (AVA) 150.0 163.2 163.2

Unfunded Actuarial Liability (UAL) $44.4 $43.2 $46.8

Funded Status = AVA/AL 77.2% 79.1% 77.7%

For a System’s
funded status to
improve, its AVA
must grow faster
than its liabilities.
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Purpose of Valuation

• Periodic review of system experience
➢ Liabilities
➢ Assets

• Review assumptions and methods
➢ Appropriate
➢ Consistent
➢ Reasonable
➢ Conform to Actuarial Standards of Practice (ASOPs)

• Develop annual appropriations
➢ FY2026 and FY2027

• Adopt new funding schedule
• Determine cost for various benefit options
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• Compile employee and retiree
member census data

• Plan provisions
➢ M.G.L. Chapter 32
➢ COLA Base = $16,000 effective

July 1, 2023 (previously,
$14,000)

• Select actuarial assumptions

• Use Actuarial Results to develop
funding, accounting disclosures,
and other financial results

Actuarial Results

Economic
and

Demographic
Assumptions

Member
Census Data

Plan
Provisions

Actuarial Valuation Process
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Historical Membership

Support ratio (number of actives per retiree) is 1.46 as of January 1, 2024
Public Funds Survey support ratio is 1.25 for FY2022
Split between Pre 4/2/2012 and Post 4/1/2012 not available in prior valuations
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Administrative Expense Assumption

Current Assumption
• Administrative expenses, excluding management fees and

investment consultant expenses

• $300,000 for FY2023, increasing at 2.75% per year

Calendar
Year

Administrative
Expenses Increase

2023 318,601 32.10%

2022 241,174 0.98%

2021 238,837 -11.51%

2020 269,913 -1.46%

2019 273,924 36.94%

2018 200,036

Average 257,081 11.41%

Analysis
Administrative
expenses have
increased an
average of
11.41% per year
over the last five
years.

Recommendation
$300,000 for
FY2025,
increasing at
3.25% per year
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3(8)(c) Net Transfer Assumption

Current Assumption
• 3(8)(c) transfers expected to be paid during the current year

offset by the amount received during the same period

• No defined 3(8)(c) assumption – prior valuation included in
liability

Calendar Year
3(8)(c) Net Transfer

2023 408,519

2022 298,840

2021 276,594

2020 299,610

2019 251,554

2018 249,734

Average 297,475

Analysis
3(8)(c) net
transfers have
averaged 297,475
over the last six
years.

Recommendation
Assume level
payments of
$300,000 per year
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Salary Scale and Pay Growth Assumptions

• Current Salary Scale Assumption

➢ 3.5% for all years, all groups

• Current Pay Growth Assumption:  2.75%

Valuation Year Actual Total Salary Expected Total Salary
Ratio Actual to

Expected

2024 $23.9m $23.3m 1.028

Analysis
Total salary is higher
than expected.

Recommendation
Update Salary Scale:
• Based on service,

5.5% graded
down to 3.5% for
Group 1

• Based on service,
6.5% graded
down to 4% for
Group 4

Increase pay growth
assumption to
3.25%
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Mortality Rates Assumption

Current Assumptions
• Active Lives: Pub-2010 General/Safety Employees Amount-

Weighted Mortality with Scale MP-2021

• Retirees and Vested Lives: Pub-2010 General/Safety Retirees
Amount-Weighted Mortality with Scale MP-2021

• Beneficiaries: Pub-2010 General/Safety Contingent Survivor
Amount-Weighted Mortality with Scale MP-2021

• Disabled Lives: Pub-2010 General/Safety Disabled Amount-
Weighted Mortality with Scale MP-2021

Valuation Year Actual Deaths Expected Deaths
Ratio Actual to

Expected

2024 15.0 20.69 0.725

Analysis
Actual deaths
were lower than
expected.

Recommendation
No Change
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Historical Rates of Return

North Attleboro Actuarial Value of Assets (AVA)
• The AVA is the Market Value of Assets (MVA)

adjusted to phase-in investment gains and losses
over a 5-year period, further constrained to be
within 20% of the MVA.

• Investment gains and losses are the excess or
deficiency of the expected returns over the actual
returns.

• Return on AVA are less volatile than return on MVA-
gray bars compared to blue bars

• Actual AVA return has exceeded assumption in 10
out of 16 years.
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Massachusetts Retirement Systems - Investment
Return Assumptions

Systems

Massachusetts Retirement Systems – Investment
Return Assumptions

•     of the  assa h setts Ret reme t Systems’   vestme t
return assumption is 7% or lower.

• This is a dramatic change from before the great recession (2008)
–      of the Systems’   vestme t ret r  ass mpt o  was  .  
or higher.

• O  y    Systems’ ass mpt o   s at or a ove  .  .
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Investment Return Assumption Sources

Sources of Expected Returns 2022 2023 2024

NEPC 30-Year PRIT Fund Expected Return 6.90% 7.70% 7.70%

NEPC 10-Year PRIT Fund Expected Return 5.70% 7.00% 6.60%

Commonwealth Assumption (PERAC) 7.00 7.00% 7.00%

PERAC Reasonable Range 6.00% - 7.45% 6.00% - 7.35% 6.00% - 7.35%

PERAC Recommended Range 6.75% - 7.15% 6.75% - 7.15% 6.75% - 7.15%

Average of Massachusetts Retirement Systems 7.16% 7.03% 7.02%

Horizon Actuarial Survey¹

10-Year horizon 5.38% 5.63% 6.89%

20-Year horizon 6.25% 6.29% 7.17%

National State, Teacher and City Plan Average² 7.04% 6.93% 6.91%

¹Hortizon short-term and long-term returns are based on a hypothetical fund.
²NASRA average returns based on Public Funds Surveys.
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Investment Return Assumption

Current Assumption
• Investment return assumption of 7.00% was

adopted in the 2022 valuation.

• Previously, the assumption was 7.25% in 2020
through 2021, and 7.50% in 2017 through 2019.

• Nationally, the average investment return
assumption continues to decrease annually,
based on results of the NASRA Public Funds
Survey

Analysis
Current
assumption is
within a
reasonable range.

Recommendation
No Change
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Summary of Actuarial Assumptions

Current Assumptions
• Investment Return

➢ 7.00%
➢ Sensitivity to 100 basis point

decrease in investment return rate
• Increases liabilities by $25 million

• Mortality
➢ Pub-2010 General/Safety Amount-

Weighted Mortality with Scale MP-
2021

• Decrements
➢ Tables disclosed in 2022 Segal

valuation report
• Salary Scale

➢ 3.50% per year
• Payroll Growth

➢ 2.75% per year
• Expenses

➢ $300,000, added to normal cost
➢ Increases 2.75% per year

• 3(8)(c) Net Transfer
➢ Estimate included in liabilities

Recommended Assumptions

• Investment Return
➢ No Change

• Mortality
➢ No Change

• Decrements
➢ Update retirement and disability to

PERAC standard

• Salary Scale
• Based on service, 5.5% graded down to

3.5% for Group 1

• Based on service, 6.5% graded down to
4% for Group 4

• Payroll Growth
➢ Increase to 3.25%

• Expenses
➢ Increasing at 3.25% per year

• 3(8)(c) Net Transfer
➢ $300,000 per year (level)
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Annual Appropriations

• Annual Appropriations Equal the sum of:
➢ Employer Normal Cost (includes administrative expenses)
➢ Unfunded Actuarial Liability (UAL) amortized through 2034
➢ 3(8)(c) Net Transfers

• Normal Cost increases annually by assumed payroll growth of 3.25%
• UAL payments increase by 4% per year
• 3(8)(c) Net Transfers are level
• Selected funding schedule may smooth annual appropriations
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Funding Schedule Scenarios

Schedule UAAL ($m) LTRR
Full

Funded
FY2026

Increase Comments

A-1 $43.2 7.00% 2034 22.12% COLA Base Increase

A-2 $46.8 7.00% 2034 37.99% Assumption Changes

A-3 $46.8 7.00% 2034 9.77% 9.77% Limit per year

A-4 $46.8 7.00% 2035 28.10% Extend Full Funded Year

A-5 $46.8 7.00% 2035 8.00% 8.00% Limit per year

A-6 $46.8 7.00% 2035 7.76% 7.76% Limit per year
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Certification

• These results were developed by KMS Actuaries for the North Attleboro Retirement Board.

• Future actuarial valuation results may differ significantly from the current results presented here.
Examples of potential sources of volatility include plan experience differing from that anticipated by the
economic or demographic assumptions, the effect of new entrants, changes in economic or demographic
assumptions, the effect of law changes and the delayed effect of smoothing techniques.

• The valuation follows generally accepted actuarial methods and we perform such tests as we consider
necessary to assure the accuracy of the results. The amounts presented in this report have been
appropriately determined according to the actuarial assumptions and methods stated herein.

• This report is intended for the sole use of the North Attleboro Retirement Board and may only be
provided to other parties in its entirety, unless expressly authorized by KMS Actuaries. Further, it is
intended to provide information to comply with the stated purpose of the report. It may not be
appropriate for other purposes.

• The independent consulting actuary is a member of the American Academy of Actuaries, has experience
in performing valuations for public retirement plans, and meets the qualification standards of the
American Academy of Actuaries to render the actuarial opinion contained herein. The valuation was
prepared in accordance with principles of practice prescribed by the Actuarial Standards Board and the
actuarial calculations were performed by qualified actuaries in accordance with accepted actuarial
procedures, based on the current provisions of the retirement system and on actuarial assumptions that
are internally consistent and reasonable based on the actual experience of the System and future
expectations.
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