Matthew Strom 101 North Wacker Drive
'7 S e g a l Senior Vice President, Actuary Suite 500
T312,984.8534 Chicago, IL 60606-1724
M 646.668.1425 segalco.com

mstrom@segalco.com

September 28, 2021
Via Email

Mr. Robert S. Sugarman

Partner

Hogan Marren Babbo & Rose, Ltd
321 North Clark Street

Chicago, lllinois, 60654

Re: Impact of Automatic Annual Increase (AAl) Plan Change
Dear Robert:

As requested, we have estimated the impact to the Firemen’s Annuity and Benefit Fund of the
statutory change to the AAI benefits for certain Tier 1 members.

The AAl change was not reflected in the December 31, 2020 valuation results. The table below
compares the December 31, 2020 valuation results to the results if the AAl change had been
reflected.
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‘) E Valuation Results $6,570,504
«Pn(ﬂ“ﬁ\ AAl Plan Change

Note: Dollar values are in thousands

19.92% $476,498
19.40%

73.13%

6,747,330 497,248 76.14%

Four-Year Comparison

Following is a four-year projection comparison of the total statutory contributions on and after
tax levy year 2022.

Contril

redadl Irc JULIVI
2022 2023 $398,641

$415,047 $16,406
2023 2024 409,376 i 426,223 16,847
2024 2025 419,791 437,067 17,276
2025 2026 427,335 444,921 17,586

Note: Dollar values are in thousands
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Exhibit A provides projections through 2055 under the amended lllinois Pension Code 40 ILCS
5/6-164 AAl Plan Change.
Description of Statutory AAl Change

Effective April 5, 2021 lllinois Pension Code 40 ILCS 5/6-164 was amended as follows:

Any fireman who qualifies for a minimum annuity and retires after September 1, 1967 is entitled
to receive an increase under this subsection on (1) January 1, 2020, (2) the first anniversary of
the date of retirement, or (3) attainment of age 55, whichever occurs last, in an amount equal to
an increase of 3% of his or her then fixed and payable monthly annuity upon the first of the month
following the first anniversary of his or her date of retirement if he or she is age 55 or over on that
anniversary date or upon the first of the month following his or her attainment of age 55 if that
date occurs after the first anniversary of his or her retirement date and such first fixed annuity as
granted at retirement shall be increased by an additional 3% in January of each year thereafter.
In the case of a fireman who received an increase in any year of 1.5%, that fireman shall receive

an increase for any such year so that the total increase is equal to 3% for each year the fireman
would have been otherwise eligible had the fireman not received any increase.

Prior to the plan change Tier 1 participants born after January 1, 1966 were only eligible to receive
a 1.5% AAl (capped at 30%) upon attaining age 60 or their first anniversary of their date of
retirement, whichever occurred last.

Caveats

Aside from the statutory change, this analysis is based on the data, plan provisions, methods and
assumptions used for the December 31, 2020 actuarial valuation dated June 18, 2021. This
analysis is subject to the caveats and restrictions of use described in that report. No changes to
assumptions were made when performing this actuarial analysis. If member behavior were to
differ from expectations as a result of this plan change, the actual impact on the actuarial accrued
liability and City contribution amount may be different. For example, if as a result of this change,
active members were to retire earlier than otherwise expected under the current actuarial
assumptions, the impact of this AAl plan change may be greater than the impact shown in this
analysis.

Projections, by their nature, are not a guarantee of future results. The modeled projections are
intended to serve as estimates of future financial outcomes that are based on the information
available to us at the time the modeling is undertaken and completed, and the agreed upon
assumptions and methodologies described herein. Emerging results may differ significantly if the
actual experience proves to be different from these assumptions or if alternative methodologies
are used. Actual experience may differ due to such variables as demographic experience, the

economy, stock market performance and the regulatory environment. The longer the projection
period, the less predictable the projections become.
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Please let us know if you have any questions.
Sincerely,

Moot os—

Matthew Strom
Senior Vice President, Actuary

Attachment
cc.  Geoff Bridges

Ben Holle
Jakob Nolan
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