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Disclosures Related to the City of Key West Municipal Police Officers’ & Firefighters’ Retirement Plan

Net Pension Liability of the City

The components of the net pension liability of the City at September 30, 2016 were as follows:

2016
Total pension liability $ 97,576,768
Plan fiduciary net position {86,800,603)
City net pension liability $ 10,776,165
Plan fiduciary net position as a percentage of total pension liability 88.96%
Participant Summary Data
Active Participants 163
Terminated Vested 6
Receiving Benefits 103
DROP Participants 15
Annual Covered Payroll $ 11,325,253
INFORMATION USED TO DETERMINE NET PENSION LIABILITY
Actuarial Valuation Date October 1, 2015
Measurement Date September 30, 2016
Methods and Assumptions
Cost Method Entry Age Normal
Inflation 2.50%
Projected salary increases 4.50% per annum, including infiation
Investment rate of retumn 8.44% compounded annually, net of pension plan
investment expense, including inflation.
Mortality For healthy participants, the 1983 Group Annuity Mortality

Table was used with separate rates for males and females.
For disabled participants, the 1985 Pension Disability Table
was used with separate rates for males and females.
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Disclosures Related to the City of Key West Municipal Police Officers’ & Firefishters’ Retirement Plan

Determination of the Long-Term Rate of Return on Plan Assets

Expected Long-Term

Asset Class Target Allocation Return
Domestic Equity 45% 7.50%
International Equity 15% 8.50%
Domestic Bonds 23% 2.50%
International Bonds 5% 3.50%
Real Estate 6% 4.50%
Infrastructure 6% 4.50%
Total / Weighted Arithmetic Average 100% 5.94%
Assumed Rate of luflation 2.50%
Expected Nominal Long Term Rate of Return 8.44%

Discount Rate

The discount rate used to measure the total pension liability was 8.44%. The projection of cash
flows used to determine the discount rate assumed that Trust member contributions will be made at
the current contribution rates and that contributions from the City will be made at statytorily
required rates, actuarially determined. Based on those assumptions, the Trust’s fiduciary net
position was projected to be available to make all projected future benefit payments of current Trust
members. Therefore, the long term expected rate of return on pension Trust investments was
applied to all periods of projected benefit payments to determine the total pension liability.

Sensr'rfw’r._v of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the City using the discount rate of 8.44%, as well
as what the employer net pension liability would be if it were calculated using a discount rate that is
[-percentage-point lower (7.44 percent) or 1-percentage-paint higher (9.44 percent) than the current

rate:

City Net Pension Liability

Current
1% Decrease Discount Rate 1% Increase
(7.44%) (8.44%) (9.44%)

September 30, 2016 ¥ 19,339,144 8 10,776,165 § 3,522,607
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Disclosures Related to the City of Kev West Municipal Police Officers’ & Firefighters’ Retirement Plan

Schedule 111

Schedule of Investment Returns
For the Year Ended September 30, 2016

Annual money-weighted rate of return, net of investment expense:

2016 205 2014 2013 2012
9.4% (0.2%) 12.6% 16.3% 20.2%
2011 2014 2069 2008 2007
(3.3%]) 6.3% (1.7%) (13.7%) 15.4%

The annualized compounded return is 5.6%.
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Disclosures Related to the City of Key West Municipal Police Oificers’ & Firefighters’ Retirement Plan

Notes to Required Supplementary Information

Method and assumptions used in calculations of the City s actuarially determined contributions

1.

2.

9.

Actuaria]l Cost Method: Entry Age Normal

Amortization Method: Level Dollar, closed

Remaining Amortization Period: 30 years

Asset Valuation Method:

The actuarial ‘value of assets is determined by smoothing the differcnces between actuarial
investment earnings and assumed investment return aver five (§) years.

Interest: 7.50%, net of investment expenses, compounded annuall
interest: p p Y

Inflation: 3.00%

Salary Increases: 4.50% per annum

Rates of Retirement:

The following are the retirement rates assumed for the participants eligible for retirement / DROP:

Participants with 20 or more Participants with Jess than 20
years of Credited Service years of Credited Service
Percentage Percentage
Age Retiring Age Retining
40-44 75% 50-54 50%
45+ 100% 55-59 75%
60 100%
Mortality:

For healthy participants, the 1983 Group Annuity Mortality Table was used with separate ratcs for
males and femalcs.

For disabled participants, thc 1985 Pension Disability Table was used with separate rates for males
and femalcs.

No provisions for future mortality improvements were built into these tables.




