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On December 20, 2023, | testified before the House Appropriations Committee in order to discuss
Treasurer’s Office initiatives for the upcoming legislative session as well as several language requests
we have for the 2024 Budget Adjustment Act. Those language requests are detailed further below and
I am scheduled to testify before the Committee to address these matters on Thursday, January 4, 2024.
Please do not hesitate to contact my office should you have any questions.

1) Vermont ABLE Medicaid Recapture Language — Under the current statute, after the death of a
Vermont ABLE beneficiary, Medicaid has the authority to recapture funds from accounts after final
expenses have been paid. With the average account balance under $9,000, these small dollar amounts
prove administratively burdensome to recapture. We have also heard anecdotally from those
interested in opening ABLE accounts, that the Medicaid recapture provision is a deterrent to signing
up. There are two pieces of language to remedy this. The first piece of language removes the
Medicaid recapture authority from the Vermont ABLE enabling statute. The second piece of language
updates our Unclaimed Property statute to remove the 529A exemption.

§ 8003. Program limitations
(a) Cash contributions. The Treasurer or designee shall not accept a contribution:
(1) unless it is in cash; or

(2) except in the case of a contribution under 26 U.S.C. § 529A(c)(1)(C) (relating to a
change in a designated beneficiary or program), if such contribution to an ABLE
account would result in aggregate contributions from all contributors to the ABLE
account for the taxable year exceeding the amount in effect under 26 U.S.C. § 2503(b)
for the calendar year in which the taxable year begins.

(b) Separate accounting. The Treasurer or designee shall provide separate accounting
for each designated beneficiary.
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(c) Limited investment direction. A designated beneficiary may, directly or indirectly,
direct the investment of any contributions to the Vermont ABLE Savings Program, or
any earnings thereon, no more than two times in any calendar year.

(d) No pledging of interest as security. A person shall not use an interest in the
Vermont ABLE Savings Program, or any portion thereof, as security for a loan.

(e) Prohibition on excess contributions. The Treasurer or designee shall adopt
adequate safeguards under the Vermont ABLE Savings Program to prevent aggregate
contributions on behalf of a designated beneficiary in excess of the limit established by
the State pursuant to 26 U.S.C. § 529(b)(6). (Added 2015, No. 51, § C.7, eff. June 3,
2015; amended 2015, No. 97 (Adj. Sess.), § 70.)

(f) Unless otherwise required by the United States Social Security Act, 42 United States
Code, Section 1396p(b), "estate™ does not include an account established under a
gualified ABLE program that complies with the requirements of the federal Achieving
a Better Life Experience Act of 2014, Public Law 113-295.

(q) The State, or any agency or instrumentality of the State, may not seek payment
under the federal Internal Revenue Code, 26 United States Code, Section 529A from
an account or its proceeds, that is established under the Vermont ABLE Savings
Program for benefits provided to a designated beneficiary, unless otherwise required
by the United States Social Security Act, 42 United States Code, Section 1396p(b).

(h) Any abandoned accounts shall be subject to 27 V.S.A. chapter 13.

27 V.S.A. § 1452(24) “Property”” means tangible property described in section 1465 of
this title or a fixed and certain interest in intangible property held, issued, or owed in
the course of a holder’s business or by a government, governmental subdivision,
agency, or instrumentality. The term:

(A) includes all income from or increments to the property;
(B) includes property referred to as or evidenced by:

(i) money, virtual currency, interest, or a dividend, check, draft, deposit, or payroll
card;

(i) a credit balance, customer’s overpayment, stored-value card, security deposit,
refund, credit memorandum, unpaid wage, unused ticket for which the issuer has an
obligation to provide a refund, mineral proceeds, or unidentified remittance;

(iii) a security except for:
(I) a worthless security; or

(1) a security that is subject to a lien, legal hold, or restriction evidenced on the
records of the holder or imposed by operation of law, if the lien, legal hold, or



restriction restricts the holder’s or owner’s ability to receive, transfer, sell, or
otherwise negotiate the security;

(iv) a bond, debenture, note, or other evidence of indebtedness;
(v) money deposited to redeem a security, make a distribution, or pay a dividend;
(vi) an amount due and payable under an annuity contract or insurance policy; and

(vii) an amount distributable from a trust or custodial fund established under a plan to
provide health, welfare, pension, vacation, severance, retirement, death, stock
purchase, profit-sharing, employee-savings, supplemental-unemployment insurance, or
a similar benefit; and

(C) does not include:

(ii) game-related digital content;
(iii) a loyalty card; or

(iiiv) a gift card.

2) VT Saves Technical Changes — After the passage of the VT Saves enabling legislation last year, and
while we have been working to launch the program, we have identified some technical changes to the
original language that will clarify/ease the administration of the program.

Sec. 1. Amends two sections in the VT Saves enabling chapter:

In Sec. 532, proposes a technical correction in subdivisions (c)(1) and (2) to clarify that
the contribution is deducted from an employee’s wages and not “salary”

In Sec. 535, amends the enforcement structure to apply to employers who are failing to
fully implement the program and not just to employers who fail to enroll or register
their employees. We are learning from other states that some employers will enroll
employees but will not ensure contributions are being deducted from paychecks.

Sec. 2. Amends session law setting forth the Program’s implementation schedule

This change allows us to maximize flexibility so we can launch the program to a great
number of employees at once, with the hope of fully implementing the program more
quickly. We have heard from other states and third-party administrators that it is
possible to launch the program more quickly than anticipated; we also heard feedback
from the Chamber that such an all-at-once launch would be less confusing for
employers.

Sec. 3. Effective Date

Sets the effective date for these changes to enactment (of the BAA)



Sec.1. 3 V.S.A. chapter 18 is amended to read:

*k*

8 532. VT SAVES PROGRAM; ESTABLISHMENT

N

(c) Contributions.

(1) Unless otherwise specified by the covered employee, a covered

employee shall automatically initially contribute five percent of the covered
employee’s satary-or wages to the Program. A covered employee may elect to
opt out of the Program at any time or contribute at any higher or lower rate,
expressed as a percentage of salary-or wages, or, as permitted by the Treasurer,
expressed as a flat dollar amount, subject in all cases to the IRA contribution
and eligibility limits applicable under the Internal Revenue Code at no
additional charge.

(2) The Treasurer shall provide for, on a uniform basis, an annual

increase of each active participant’s contribution rate, by not less than one
percent, but not more than eight percent, of salary-er wages each year. Any
such increases shall apply to active participants, including participants by
default with an option to opt out or participants who are initiated by affirmative
participant election, provided that any increase is subject to the IRA
contribution and eligibility limits applicable under the Internal Revenue Code.
——

§ 535. PENALTIES

(a) Failure to enreH comply. If a covered employer fails to be in enrell-a-covered

empleyee-compliance with this chapter without reasonable cause, the covered
employer is subject to a penalty for each covered employee for each calendar year or
portion of a calendar year during which the covered employee was not enrolled in the

Program or had not opted out of participation in the Program. The amount of

any penalty imposed on a covered employer for the failure to enroll a covered



employee without reasonable cause is determined as follows:

*k*

(b) Waivers. The Treasurer is authorized to establish a rule waiving the

penalty for a covered employer forany-fature-to-enrol-a-covered-employee that fails

to be in compliance with this chapter for which it is established that the covered
employer did not know that the failure existed and exercised reasonable diligence to
meet the requirements of this chapter, provided that:

*k*k

Sec. 2. 2023 Acts and Resolves No. 43, Sec. 2 is amended to read:
(a) Subject to an appropriation from the General Assembly, the State
Treasurer shall implement the VT Saves Program (Program), established in

3 V.S.A. chapter 18;asfoHews: in stages as determined by the Treasurer, which may
include phasing in the Program based on the size of employers, or other factors. The
Program shall be implemented so that all covered employees will begin participation
and make contributions by July 1, 2026.

(b) As used in this section, ““covered employer” and ““covered employee”
have the same meanings as in 3 V.S.A. § 531.
Sec. 3. EFFECTIVE DATE

This act shall take effect upon enactment.

3) Unclaimed Property Clarification — This proposed change to the Unclaimed Property statute will
eliminate any requirement on the part of the State to hold cryptocurrency. The proposed changes
require holders to liquidate any cryptocurrency and convert it to United States currency prior to
escheatment to Vermont’s Unclaimed Property program.

Sec. 1452. 27 V.S.A. chapter 18 is amended to read:



CHAPTER 18: Unclaimed Property

81452(32) *“Virtual currency” means a digital representation of value used as a
medium of exchange, unit of account, or store of value that does not have legal tender
status recognized by the United States. The term does not include:

(A) the software or protocols governing the transfer of the digital representation of
value;

(B) game-related digital content; or
(C) a loyalty card.

If property reported to the administrator is virtual currency, the holder shall liquidate
the virtual currency and remit the proceeds to the administrator. The liguidation shall
occur anytime within 30 days prior to the remittance. The owner of the property shall

not have recourse against the holder or the administrator to recover any gain in value
that occurs after the liquidation of the virtual currency for property properly reported
as set forth in this chapter.

4) Municipal Equipment Loan Fund — The Municipal Equipment Loan Fund was created for the
purpose of providing loans on favorable terms to municipalities for the purchase of construction, fire,
emergency or heavy equipment vehicles. The proposed change below is an inflationary adjustment for
the maximum loan amount. We are not seeking any additional appropriations to this fund.

5)
6)
7)
8)

9)

Sec. 1602. 29 V.S.A. chapter 61 is amended to read:
CHAPTER 61: Municipal Equipment Loan Fund
§ 1602. Application; loans; conditions

(a) Upon application of a municipality or two or more municipalities applying jointly,
the State Treasurer may loan money from the Fund to that municipality or
municipalities for the purchase of equipment. Purchases of equipment eligible for
loans from the Fund shall have a useful life of at least five years and a purchase price
of at least $20,000.00 but shall not be eligible for loans in excess of $1450,000.00 from
this Fund.

(b) The Treasurer is authorized to establish terms and conditions, including repayment
schedules of up to five years for loans from the Fund to ensure repayment of loans to
the Fund. Before a municipality may receive a loan from the Fund, it shall give to the
Treasurer security for the repayment of the funds. The security shall be in such form
and amount as the Treasurer may determine and may include a lien on the equipment
financed by the loan.

10) (c) The rates of interest shall be as established by this section to assist municipalities

in purchasing equipment upon terms more favorable than in the commercial market.
Such rates shall be no more than two percent per annum for a loan to a single
municipality, and loans shall bear no interest charge if made to two or more
municipalities purchasing equipment jointly.



11) (d) In any fiscal year, new loans from the Municipal Equipment Fund shall not exceed
an aggregate of $1,500,000.00. The Treasurer shall put forth recommendations to the
General Assembly on maximum loan amount every five years, commencing January
15, 2028, based on requests received and loans granted pursuant to this chapter.

5) Emergency Personnel Survivors Benefit Fund — Survivors of emergency personnel who die while
in the line of duty or from an occupation-related iliness may apply for a monetary benefit from this
special fund. The proposed change below requests an inflationary adjustment to this benefit amount.
No additional appropriation is requested for the fund at this time.

Sec. 3173. 20 V.S.A. chapter 181 is amended to read:
§ 3173. Monetary benefit

(a) The survivors of emergency personnel who dies while in the line of duty or from an
occupation-related illness may apply for a payment of $580,000.00 from the State.

(b) The State Treasurer shall disburse from the Special Fund established in section
3175 of this title the monetary benefit described in subsection (a) of this section and
shall adopt necessary procedures for the disbursement of such funds.

6) Vermont State Teachers’ Retirement System (VSTRS) Cost of Living Adjustment (COLA) -
Please see the attached memorandum from the Treasurer’s Office dated, January 3", 2023, and
entitled “Actuarial Cost Update: Retired Teacher Cost-of-Living Adjustment Methodology,” for
further explanation on this point. Annotated proposed language will be included in a Word Document
sent via email.
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Summary

This report is provided pursuant to section E.514.2 of Act 78 of 2023. Specifically:

e [t reports on the one-time supplemental post-retirement adjustment payment to retired
members in Group C of the Vermont State Teachers’ Retirement System (VSTRS).

e It provides updated actuarial analysis on the cost associated with revising the capping
methodology in 16 V.S.A. § 1949 to reflect the one in place before a 2016 revision.

e [t suggests technical corrections to section 1949 to clarify certain sections and ensure that
the intent of Act 114/173 of 2022 is implemented.

Background

Teachers in Vermont’s public school system are members of a defined benefit retirement plan
known as the Vermont State Teachers’ Retirement System (VSTRS). There are two Groups of
Teachers in VSTRS — Group A and Group C — each with different terms and conditions for
vesting, benefit levels, etc. Group A was closed many years ago, and the vast majority (more
than 95%) of teachers and retired teachers are now Group C members.

VSTRS provides a retirement allowance, or pension, for teachers who retire after meeting certain
vesting criteria. Retiree pensions are adjusted each year by reference to the CPI-U Northeast —a
metric that generally accounts for inflation in the Northeast and which we will refer to here as
simply “CPL.” These postretirement adjustments are commonly referred to as cost-of-living
adjustments, or “COLAs.” Retirees” COLA eligibility, amount, and other terms are set forth in
16 V.S.A. § 1949.

While the COLA provisions in section 1949 have changed throughout the years, they have
generally provided a different COLA structure for Group A members as compared to Group C
members. Broadly speaking, Group A retirees have received 100% of the change in CPI (within
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certain limits), whereas Group C members have received 50% of the change in CPI (within
certain limits).

The COLA provisions were amended in Act 114 of 2022 (as further modified in Act 173 of
2022), and prior to that by Act 114 of 2016. Because the two Acts coincidentally have the same
Act number, we will refer to Act 114 of 2016 as the “2016 Act” and Acts 114 and 173 of 2022,
collectively as the “2022 Act.”

The 2016 Act changed the COLA provisions to prevent member pensions from being adjusted
downward when CPI is negative. In changing the statute to prevent this outcome, the 2016 Act
also changed the way the 5% upper cap was applied, in a way that appears unintentional.

Prior to 2016, Group C retirees would receive a COLA of 50% of the CPL, so long as the COLA
was no higher than 5%. Accordingly, retirees could receive a COLA as high as 5% under the old
law. The 2016 Act changed this methodology to first cap the CPI at 5% (when applicable), and
then take 50% of that capped CPI. Accordingly, after 2016, Group C retirees would never
receive a COLA higher than 2.5% (equal to 50% of a capped 5% CPI). The 2016 Act Fiscal
Note does not mention the 5% cap, and so this aspect of the law appears to have been an
unintended change.

The 2022 Act made changes to section 1949; however, because the capping methodology was
not one of the items that was designated to change, it carried forward the 2016 Act’s
methodology. The thrust of the 2022 Act was to change the cap and floor for those non-legacy
Group C members who were retired or eligible for normal retirement as of June 30, 2022, while
holding the legacy Group C members harmless. Accordingly, the non-legacy Group C members
would be capped between 0 — 4 %, whereas legacy Group C members would maintain the 1 —
5% range. These changes are explained in the 2022 Act Fiscal Note.

While the change to the capping methodology was made in 2016, its impact was not fully
appreciated until 2022, the first year since the 2016 Act with inflation above 5%. In 2022, CPI
was measured at 7.6%. Under both the 2016 Act and the 2022 Act, this resulted in a 2.5%
COLA for Group C members, effective January 1, 2023. Under the pre-2016 methodology, this
7.6% CPI would have resulted in a 3.8% COLA.

During the 2023 legislative session, this issue was addressed, and the General Assembly
provided a one-time payment to Group C retirees who received the 2.5% COLA to reflect the
difference in 2023 between the 2.5% COLA they received and the 3.8% COLA they would have
received under the pre-2016 Act capping methodology. See Act 78 of 2023, sec. E.514.2(b).
The Legislature appropriated $3 million for this one-time payment and associated costs. See Act
78 of 2023, sec. B.1104.

The Legislature also reserved funds estimated to pre-fund the present value of benefits necessary
to revert to the pre-2016-Act capping methodology ($9.1 million) and directed the Treasurer’s
Office to update this number in January 2024, specifically to include changes in assumptions
following the 2023 System Experience Study, which is available here.
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Report

One-time Supplemental Payment

The Treasurer’s Office has carried out the tasks directed by the Legislature. First, in October
2023, retirees received a one-time payment reflecting the difference between the 2.5% COLA
actually received by retirees and a 3.8% COLA that would have been received were the pre-2016
Act methodology still in place. That payment was included in the monthly pension payments
made at the end of October. Those members receiving this payment were advised in advance by
direct mailing, and Treasurer’s Office staff was available to respond to retiree questions.

The total cost of these one-time payments was $2,765,544.49. Expenses associated with the one-
time payment and analysis related to the teacher COLA issue generally were approximately
$75,000 (primarily actuarial work, but also including programming and mailing costs).

Updated Actuarial Analysis

In February 2023, VSTRS’ actuaries, Segal Consulting, prepared an analysis that set forth costs
associated with different methods of reverting to the capping methodology in effect prior to
2016. Segal indicated the estimated costs associated with the following possible approaches:

e One-time 2023 payment ($2.8 million),

e Prospective change to the COLA methodology beginning in 2024 ($9.1 million),

e Revising the 2023 COLA from 2.5% to 3.8% and building that revision into base pay for
future COLAS ($32.3 million), and

e Combinations of the above.

Cost estimates were made on present value of benefits (PVB) basis and were based on the June
30, 2022, valuation.

The Treasurer’s Office has engaged Segal to refresh this analysis to reflect assumption changes
required by this year’s Experience Study and the June 30, 2023 Valuation. That analysis is set
forth in an appendix to this Report and can be generally summarized as follows:

e One-time 2023 payment equal to difference between 2.5% and 3.8% COLA (no change
to original $2.8 million),

e Prospective change (not including 2023) to the COLA methodology ($9.1 million
increases to $9.5 million), and

e Retroactive change from 2.5% to 3.8% in 2023 COLA and building that revision into
base pay for future COLAs ($32.3 million decreases to $30.9 million).!

! As explained in the Segal memo, the one-time 2023 payment of $2.8 million is part of this total $30.9 million cost. With
this $2.8 million already funded, the new appropriation needed to fund a retroactive change would be $28.1 million.
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To place these amounts in context of the overall System, the 2023 Valuation establishes the
following total liabilities and funding levels:

e Total Actuarial Accrued Liability (AAL) $4.4 billion
e Total Actuarial Value of Assets (AVA) $2.6 billion
e Unfunded AAL based on AVA $1.8 billion

e FY2025 Actuarial Determined Employer Contribution $201.2 million

Additional Clarifications

In addition to the work directed by the Legislature, and in recognition of the complicated
structure of section 1949 and substantial revisions to the language in the 2022 Act, Retirement
Division staff undertook a thorough review of the section to ensure that the COLA changes in the
2022 Act effectuated only those changes clearly articulated in the Act 114 Fiscal Note and
carried forward all other aspects of the former law unchanged, as we believe the Legislature and
interested parties intended. Two potential issues were uncovered that Staff believe merit
clarification to ensure that the pre-2022 Act terms continue to apply.

First, while considerable focus was placed on the upside-capping methodology over the past
year, Retirement Division staff are concerned that language regarding the relevant “floor” in the
current law is ambiguous and needs clarification. Prior to the 2022 Act, section 1949 set
different floors for Group A and Group C.

e For Group A, members would receive a COLA only if CPI was 1% or above. If CPI was
between 0 — 1%, Group A members received no COLA.

e For Group C, if CPI was positive, the minimum COLA would be 1%, even where CPI
was less than 1%.

This was illustrated in 2021. The prior year’s CPI was 0.7%. Per section 1949, Group A
members received no COLA that year and Group C members received a 1% COLA.

Retirement Division staff believe that this language was intended to carry through in the 2022
Act for Group A and legacy Group C members. Indeed, the language in the 2022 Act references
maximum and minimum amounts, but then did not include the minimum amounts. The Fiscal
Note confirms that floors were meant to remain the same for legacy Group C members and that
no changes were being made to Group A. Only non-legacy Group C members were intended to
have a new floor under the 2022 Act.

Second, and perhaps a more minor point, section 1949 has always required that members who
retire early do not receive a COLA until they reach their normal retirement age (either 62 or 65,
depending on their group or subgroup). Language was included in the State Employees’ COLA
provision to preserve this feature, but it appears to have been inadvertently excluded from the
VSTRS COLA provision. Because the Fiscal Note does not mention a change to the provision
related to early retirees, and there was no testimony or analysis of the issue, staff believe that the
law should be clarified to ensure that the longstanding practice is maintained.
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Recommended Statutory Revisions

Appended to this report is a revised and annotated section 1949. This draft seeks to accomplish
three things:

e Revert the capping methodology for all Group C members to the one in place prior to the
2016 Act.

e C(larify that the pre-2022 Act floors for Group A and legacy Group C members remain in
place, and that only non-legacy Group C members have a 0% floor.

e Clarify that the 2022 Act made no change to the manner in which COLAs are applied to
early retirees.

The draft statutory revisions are annotated to indicate the intent of the specific proposed changes.



Actuarial Cost Update:

Retired Teacher Cost-of-Living Adjustment Methodology
January 3, 2024

Page 6 of 7

Appendix 1: Legislative Directive

Act 78 0o 2023

Sec. E.514.2 VERMONT STATE TEACHERS’ RETIREMENT SYSTEM; CALENDAR
YEAR 2023-2024 SUPPLEMENTAL COST OF LIVING PAYMENTS; INTENT;
ACTUARIAL COST ANALYSIS

(a) Intent. It is the intent of the General Assembly that:

(1) The maximum percentage value methodology set forth in 16 V.S.A. § 1949 that
applies to the postretirement adjustment allowances for the Vermont State Teachers’
Retirement System (VSTRS) shall be actuarially evaluated to determine the cost required
to revert to the methodology used prior to the enactment of 2016 Acts and Resolves No.
114.

(2) The General Assembly further intends to make such a reversion by future legislative
action amending 16 V.S.A. § 1949, provided that the present value of changes to the
postretirement adjustment allowance methodology be fully funded at the time the change
is made and not increase the unfunded liability in VSTRS.

(3) The General Assembly further intends that if the June 30, 2023, change in the
Consumer Price Index exceeds the statutory maximum percentage values set forth in 16
V.S.A. § 1949 (b)(1), the General Assembly will provide a sufficient appropriation in the
2024 Budget Adjustment Act to make a one-time supplemental payment, similar in form
to that described in subsection (b) of this section, to qualifying VSTRS retired members
and beneficiaries in calendar year 2024.

(b) Calendar year 2023 supplemental payment. A one-time supplemental payment during
calendar year 2023 shall be made to VSTRS retired members and beneficiaries who received a
2.5 percent postretirement adjustment allowance in an amount equal to the net difference
between what members actually received in calendar year 2023 and what they would have
received under a 3.8 percent postretirement adjustment allowance.

(c) Actuarial cost analysis. Following the completion of the next experience study, expected in
fall 2023, the State Treasurer shall conduct an actuarial analysis to evaluate the cost of changing
the current methodology for calculating the postretirement adjustment allowance for the
Vermont State Teachers’ Retirement System to a methodology calculated by applying the
maximum percentage values set forth in 16 V.S.A. § 1949(b)(1) to the postretirement adjustment
allowance rather than applying the statutory maximum percentage values to the net percentage
change in the Consumer Price Index. The actuarial analysis shall take into account any changes
to actuarial assumptions that may occur following the experience study to be performed at the
end of fiscal year 2023, as required by 16 V.S.A. § 1942.

(d) Report. Based on the actuarial cost analysis described in subsection (c) of this section, on or
before January 15, 2024, the State Treasurer shall submit a report to the House and Senate
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Committees on Appropriations with an actuarial cost estimate for changing the VSTRS
postretirement adjustment allowance methodology as set forth in subsection (c) of this section.

Appendix 2: Proposed Statutory Revisions to Address Issues Identified in Report

Enclosed via email.

Appendix 3: February 2023 Initial Actuarial Analysis

Enclosed at end of this packet.

Appendix 4: December 2023 Updated Actuarial Analysis

Enclosed at end of this packet.
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February 16, 2023

Via Email

Mr. Tim Duggan

Vermont Retirement Systems
Office of the State Treasurer
109 State Street

Montpelier, Vermont 05609

Re: VSTRS - Alternative COLA Analysis — Additional Scenarios
Dear Tim:

As a follow-up to our letters dated November 7, 2022, and February 7, 2023, we are providing
supplemental information regarding the impact of modifying the cost-of-living-adjustment (COLA)
structure for certain members of the Vermont State Teachers’ Retirement System (VSTRS) to
reflect the “Alternative COLA” interpretation of certain COLA provisions. Specifically, the Office
of the State Treasurer requested that we provide the total one-time cost associated with the
changes outlined in each of the following additional scenarios, as of June 30, 2023:

(1) Total costs associated with a one-time payment for applicable members’, equal in value to
the additional dollars needed to reflect twelve monthly benefit payments if a 3.8% COLA was
applied on January 1, 2023, instead of the 2.5% COLA that was actually applied. This one-
time payment will not impact benefit amounts.

(2) Total costs associated with a prospective COLA adjustment to reflect the “Alternative COLA”
interpretation from January 1, 2024, onward, assuming that future COLAs align with the
current assumption related to inflation in all future years.

(3) Combination of Scenarios (1) and (2) above, i.e., the total costs associated with a one-time
payment for applicable members', equal in value to the additional dollars needed to reflect
twelve monthly benefit payments if a 3.8% COLA was applied on January 1, 2023, instead of
the 2.5% COLA that was actually applied; plus the total costs associated with a prospective
COLA adjustment to reflect the “Alternative COLA” interpretation from January 1, 2024,
onward, assuming that future COLAs align with the current assumption related to inflation in

all future years.

(4) Total costs associated with a one-time COLA adjustment where solely the January 1, 2023,
COLA is retroactively adjusted to reflect the “Alternative COLA” interpretation. This one-time
COLA adjustment will impact benefit amounts from January 1, 2023, onward.

' For purposes of this analysis, “applicable members" are defined as all members who would receive a January 1, 2023, COLA of
3.80% as outlined in the “Alternative COLA” section of this letter.
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(5) Combination of Scenarios (4) and (2) above, i.e., the total costs associated with a one-time
COLA adjustment where solely the January 1, 2023, COLA is retroactively adjusted to reflect
the “Alternative COLA” interpretation; plus the total costs associated with a prospective COLA
adjustment to reflect the “Alternative COLA” interpretation from January 1, 2024, onward,
assuming that future COLAs align with the current assumption related to inflation in all future
years.

Total One-Time Cost Associated with Change(s) — As of June 30, 2023

Total One-Time Cost Associated with Change(s)
($ in millions)

Per One-Time Per Future
Scenario Adjustment Adjustments Total Cost
(1) $2.8 N/A $2.8
(2 N/A $9.1 $9.1
(3) $2.8 $9.1 $11.9
4) $32.3 N/A $32.3
(5) $32.3 $9.1 $41.4

Specific details regarding both the “Current COLA” interpretation and the “Alternative COLA”
interpretation are outlined in the “Plan Provisions and Actuarial Assumptions” section on the
following pages. The results of the June 30, 2022, actuarial valuation are used as a baseline.
The detailed results of our analysis are shown in the attached exhibits and discussed on the pages
that follow.

A
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Plan Provisions and Actuarial Assumptions

The “Current COLA” section below outlines various COLA-related plan provisions and actuarial
assumptions as used in the June 30, 2022, actuarial valuation. The “Alternative COLA” section
on the following page outlines the same plan provisions and actuarial assumptions, including
modifications to reflect an alternative interpretation of certain COLA provisions. The specific
provisions and assumptions that were modified to reflect the alternative interpretation are
underlined in each section.

Current COLA
e Group B:

o Allowances in payment for at least one year increased on each January 1 by half of
the net percentage increase in CPl. The maximum net percentage increase in CPI is

capped at 5%.
o The January 1, 2023, COLA is expected to be 2.50%.

o The COLA assumption for all other years is 1.35%.

e Group C:

o For active members who are first eligible for normal retirement on or after July 1,
2022:

= Allowances in payment for at least two years increased on each January 1 by
half of the net percentage increase in CPl. The maximum net percentage

increase in CPl is capped at 4%.
= The January 1, 2023, COLA is expected to be 2.00%?2.

» The COLA assumption for all other years is 1.20%.

o For all other members:

= Allowances in payment for at least one year increased on each January 1 by
half of the net percentage increase in CPl. The maximum net percentage
increase in CPI is capped at 5%.

= The January 1, 2023, COLA is expected to be 2.50%.
= The COLA assumption for all other years is 1.35%.

2 This amount was required to be calculated for 2023 as a result of Act 114 and Act 173; however, it will not be applied to any
members in 2023.

77 Segal
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Alternative COLA
e Group B:

o Allowances in payment for at least one year increased on each January 1 by half of
the net percentage increase in CPl. The maximum increase is capped at 5%.

o The January 1, 2023, COLA is expected to be 3.80%.
o The COLA assumption for all other years is 1.35%?3.

e Group C:

o For active members who are first eligible for normal retirement on or after July 1,
2022:

= Allowances in payment for at least two years increased on each January 1 by
half of the net percentage increase in CPl. The maximum increase is capped
at 4%.

= The January 1, 2023, COLA is expected to be 3.80%*.
* The COLA assumption for all other years is 1.25%5°.

o For all other members:

= Allowances in payment for at least one year increased on each January 1 by
half of the net percentage increase in CPl. The maximum increase is capped
at 5%.

= The January 1, 2023, COLA is expected to be 3.80%.
* The COLA assumption for all other years is 1.35%?3.

3 The stochastic analysis of inflation combined with the current minimum and maximum thresholds used in connection with the 2020
Experience Study Review was rerun with the updated thresholds outlined in this section. The outcome was not materially
different; therefore, this assumption was not updated for purposes of this analysis.

* This amount was required to be calculated for 2023 as a result of Act 114 and Act 173; however, it will not be applied to any
members in 2023.

® The stochastic analysis of inflation combined with the current minimum and maximum thresholds used in connection with the 2020
Experience Study Review was rerun with the updated thresholds outlined in this section. The outcome was an increase of
approximately 0.05% in the 50" percentile long-term average COLA,; therefore, this assumption was updated to 1.25% for
purposes of this analysis.

7+ Segal
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Methodology and Analysis

For purposes of this analysis, all COLA modifications outlined in each scenario were reflected as
of June 30, 2022 (FY22), including updating the actual January 1, 2023, COLA for certain
members to reflect the “Alternative COLA” interpretation.

From a funding perspective, the increase in the total present value of benefits (PVB) can be used
to estimate the total one-time cost associated with applying the COLA modifications outlined in
each scenario. For illustrative purposes of this analysis, the impact on the PVB was calculated
as of June 30, 2022, then the resulting amount was accumulated with one year of interest at the
valuation investment return assumption of 7.00% to calculate the one-time cost associated with
the changes outlined in each scenario, as of June 30, 20238. For example, for Scenario (2), the
impact on the PVB as of June 30, 2022, was an $8.5 million increase. The total one-time cost
associated with the changes outlined in Scenario (2) as of June 30, 2023, is equal to the $8.5
million accumulated with 7.00% interest for one year to June 30, 2023, or $9.1 million.

From a timing perspective, if the changes outlined in any of the scenarios are applied and the
respective total one-time payment is not made on June 30, 2023, the actual cost may be different
than illustrated in this analysis. For example, if the changes outlined in Scenario (2) are applied,
but the one-time payment is not made until June 30, 2024, the total one-time cost associated with
the changes may be greater than illustrated in this analysis.

From a CPI perspective, if actual CPI changes in future years do not align with expected CP|
changes, the total one-time cost associated with applying the COLA modifications outlined in each
scenario may be different than that illustrated in this analysis. Additional information regarding
the impact of various hypothetical CPl changes over the next 5 years can be located in the
February 7, 2023, letter.

We did not assume that any of the additional scenarios would materially affect participant behavior
and therefore did not revise any demographic assumptions as a result of these changes. If any
change affected participant behavior, the actual impact may be different than that illustrated in
this analysis.

8 Since Scenario 1 (and part of Scenario 3) solely refiects a one-time payment that will be made to the applicable members (and will
not impact benefit amounts), the total one-time cost associated with this change is valued as the dollar amount of the one-time
payment as of June 30, 2023.

7% Segal
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Disclosure

This analysis was prepared in accordance with generally accepted actuarial principles and
practices at the request of the Office of the State Treasurer. Please refer to our June 30, 2022,
Actuarial Valuation and Review report for VSTRS for the data, assumptions, and plan of benefits
underlying these calculations.

The measurements shown in these actuarial calculations may not be applicable for other
purposes. Future actuarial measurements may differ significantly from the current measurements
presented in this letter due to such factors as the following: plan experience differing from that
anticipated by the economic or demographic assumptions; changes in economic or demographic
assumptions; increases or decreases expected as part of the natural operation of the
methodology used for these measurements (such as the end of an amortization period); and
changes in plan provisions or applicable law.

Segal valuation results are based on proprietary actuarial modeling software. The actuarial
valuation models generate a comprehensive set of liability and cost calculations that are
presented to meet regulatory, legislative, and client requirements. Deterministic cost projections
are based on a proprietary forecasting model. Our Actuarial Technology and Systems unit,
comprised of both actuaries and programmers, is responsible for the initial development and
maintenance of these models. The models have a modular structure that allows for a high degree
of accuracy, flexibility, and user control. The client team programs the assumptions and the plan
provisions, validates the models, and reviews test lives and results, under the supervision of the
responsible actuary.

Segal is not a law firm and we cannot offer legal advice. If legal advice is needed, please consult
with appropriate legal counsel.

The actuarial calculations were directed under my supervision. | am a member of the American
Academy of Actuaries and | meet the Qualification Standards for Actuaries Issuing Statements of
Actuarial Opinion in the United States of the American Academy of Actuaries to render the
actuarial opinion herein. To the best of my knowledge, the information supplied in this letter is
complete and accurate. In my opinion, each assumption is reasonable (taking into account the
experience of the plan and reasonable expectations) and such other assumptions, in combination,
offer my best estimate of anticipated experience under the plan.

Please let me know if you have any questions or need any additional information.

Sincerely,

M St

Matthew A. Strom, FSA, MAAA, EA
Senior Vice President and Actuary

cc: Kathleen Riley, Segal

- Segal

~dl
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VSTRS Results

Scenario Descriptions

Scenario Description

Baseline Actuarial Valuation Results as of June 30, 2022, for VSTRS.

Total costs associated with a one-time payment for applicable members?, equal in value to the
additional dollars needed to reflect twelve monthly benefit payments if a 3.8% COLA was applied on
January 1, 2023, instead of the 2.5% COLA that was actually applied. This one-time payment will
not impact benefit amounts.

(1)

Total costs associated with a prospective COLA adjustment to reflect the “Alternative COLA”
(2) interpretation from January 1, 2024, onward, assuming that future COLAs align with the current
assumption related to inflation in all future years.

Combination of Scenarios (1) and (2) above, i.e., the total costs associated with a one-time payment
for applicable members?, equal in value to the additional dollars needed to reflect twelve monthly
benefit payments if a 3.8% COLA was applied on January 1, 2023, instead of the 2.5% COLA that
was actually applied; plus the total costs associated with a prospective COLA adjustment to reflect
the “Alternative COLA” interpretation from January 1, 2024, onward, assuming that future COLAs
align with the current assumption related to inflation in all future years.

(3)

Total costs associated with a one-time COLA adjustment where solely the January 1, 2023, COLA
(4) is retroactively adjusted to reflect the “Alternative COLA” interpretation. This gne-time COLA
adjustment will impact benefit amounts from January 1, 2023, onward.

Combination of Scenarios (4) and (2) above, i.e., the total costs associated with a one-time COLA
adjustment where solely the January 1, 2023, COLA is retroactively adjusted to reflect the

(5) “Alternative COLA” interpretation; plus the total costs associated with a prospective COLA
adjustment to reflect the “Alternative COLA” interpretation from January 1, 2024, onward, assuming
that future COLAs align with the current assumption related to inflation in all future years.

Total One-Time Cost Associated with Change(s) — As of June 30, 2023

Total One-Time Cost Associated with Change(s)
($ in millions)

Per One-Time Per Future
Scenario Adjustment Adjustments Total Cost
(1) $2.8 N/A $2.8
(2) NA - $0.1 © $0.1 )
(3) $2.8 $9.1 $11.9
(4) $32.3 N/A $32.3
R 323 ' $0.1 $41.4

7 For purposes of this analysis, “applicable members” are defined as all members who would receive a January 1, 2023, COLA of
3.80% as outlined in the “Alternative COLA" section of this letter.

7% Segal
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December 6, 2023

Via Email

Tim Duggan

Vermont Retirement Systems
Office of the State Treasurer
109 State Street

Montpelier, Vermont 05609

Re: VSTRS - Actuarial Cost Analysis — Alternative COLA
Dear Tim:

As requested, we have calculated the impact of modifying the cost-of-living-adjustment (COLA)
structure for certain members of the Vermont State Teachers’ Retirement System (VSTRS) to
reflect the “Alternative COLA” interpretation’ of certain COLA provisions. Specifically, the Office
of the State Treasurer requested that we provide the total one-time cost, as of June 30, 2023,
associated with the changes outlined in each of the following scenarios:

(1) Total costs associated with a prospective COLA adjustment to reflect the “Alternative COLA”
interpretation from January 1, 2025, onward, assuming that future COLAs align with the
assumption related to inflation in all future years.

(2) Total costs associated with a one-time COLA adjustment where solely the January 1, 2023,
COLAZ is retroactively adjusted to refiect the “Alternative COLA" interpretation. This one-time
COLA adjustment will impact benefit amounts from January 1, 2023, onward.

(3) Combination of Scenarios (1) and (2) above; i.e., the total costs associated with a one-time
COLA adjustment where solely the January 1, 2023, COLA? is retroactively adjusted to reflect
the “Alternative COLA” interpretation; plus the total costs associated with a prospective COLA
adjustment to reflect the “Alternative COLA” interpretation from January 1, 2025, onward,
assuming that future COLAs align with the assumption related to inflation in all future years.

! The “Alternative COLA" interpretation is defined as a methodology that is calculated by applying the maximum percentage values
set forth in 16 V.S.A. § 1949(b)(1) to the postretirement adjustment allowance rather than applying the statutory maximum
percentage values to the net percentage change in the Consumer Price Index.

2 Reflecting the “Alternative COLA" interpretation would have no impact on the actual January 1, 2024, COLA; therefore, no
adjustments to the January 1, 2024, COLA were necessary in order to reflect the “Alternative COLA" interpretation.
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To illustrate how the total one-time cost has evolved since the initial calculation' was performed,
we prepared each of the scenarios above by using the June 30, 2022, actuarial valuation results
(excluding all actuarial assumption updates per the Actuarial Experience Review dated
September 28, 2023), which was the basis of our first analysis, as well as by using the recently-
finalized June 30, 2023, actuarial valuation results (including all actuarial assumption updates per
the Actuarial Experience Review dated September 28, 2023).

Projected Total One-Time Cost Associated with Change(s)
As of June 30, 2023
Using June 30, 2022, Actuarial Valuation Results

Total One-Time Cost Associated with Change(s)
($ in millions)

Per One-Time Per Future
Scenario Adjustment Adjustments Total Cost
(1) N/A $9.1 $9.1
(2)? $32.3 N/;- - _,$32.3
(3)2 $32.3 Y $41.4

Note: numbers may not add due to rounding

Actual Total One-Time Cost Associated with Change(s)
As of June 30, 2023
Using June 30, 2023, Actuarial Valuation Results

Total One-Time Cost Associated with Change(s)
($ in millions)

Per One-Time Per Future
Scenario Adjustment Adjustments Total Cost
(1) N/A $9.5 $9.5
(2)2_ $30.9 N/A $30.9
(3)? $30.9 o $9.5 $40.3

Note: numbers may not add due to rounding

The detailed results of our analysis are shown in the attached exhibits and discussed on the pages
that follow.

' For additional information regarding the initial calculation, please refer to Scenarios (2), (4), and (5) in the "VSTRS - Alternative
COLA Analysis — Additional Scenarios” letter dated February 16, 2023.

2 The total one-time cost associated with the changes outlined in this scenario includes the value of the one-time payment “of
additional dollars to reflect twelve monthly benefit payments if a 3.80% COLA was applied on January 1, 2023, instead of 2.50%"
that was previously paid outside of the plan directly to applicable members.

7 Segal
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Plan Provisions and Actuarial Assumptions

COLA assumptions by group for relevant scenarios are based on one of the two assumption sets

below:
Based on anticipated law
Based on current plan change (“Alternative COLA”
provisions (without reflecting interpretation) as adopted by
anticipated change in law) the Board
e Group C-NEW": 1.15% 1.20%
e All other members:
o Group A: 2.30% 2.30%
o Groups B/C-OLD?* 1.20% 1.20%

If the proposed COLA assumptions contained in the Actuarial Experience Review dated
September 28, 2023, were derived based on the current plan provisions, without reflecting the
anticipated change in law, the proposed COLA assumptions would have been 1.15% for Group
C-NEW, 2.30% for Group A (all other members), and 1.20% for Groups B/C-OLD (all other
members).

Due to the anticipated change in law that will apply the “Alternative COLA” interpretation, the
proposed COLA assumptions, adopted by the Board and effective for the June 30, 2023, actuarial
valuation, were derived by applying a methodology® that immediately reflects the anticipated
change in law. Reflecting the anticipated change in law resulted in an assumption of 1.20% for
Group C-NEW; the assumptions for Group A (all other members) and Groups B/C-OLD (all other
members) remained unchanged at 2.30% and 1.20%, respectively.

In order to derive these proposed COLA assumptions to immediately reflect the anticipated
change in law, the stochastic analysis of inflation combined with the current minimum and
maximum thresholds used in connection with the Actuarial Experience Review dated September
28, 2023, was rerun to reflect the “Alternative COLA” interpretation. The outcome was an increase
of approximately 0.05% in the 50th percentile long-term average COLA for Group C-NEW
members; therefore, the proposed Group C-NEW assumption was updated from 1.15% to 1.20%
(as illustrated above).

1"C-NEW" is used as an abbreviation for "Active Group C members first eligible for normal retirement on or after July 1, 2022".

24C-OLD" is used as an abbreviation for “All other members: Group C".

3 Effectively, this methodology anticipates that the intent of the General Assembly to apply the “Alternative COLA” interpretation will
become applicable law as of July 1, 2024.

7% Segal
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The actual January 1, 2023, COLAs by group for relevant scenarios are illustrated in the table

S Based on current plan Based on “Alternative COLA”
provisions interpretation
e Group C-NEW: 2.00%! 3.80%"
° Aﬂ other members: )
o Group A: 5.00% 5.00%
o Groups B/C-OLD: 2.50% 3.80%

As illustrated in the table above, reflecting the “Alternative COLA” interpretation would have
increased the actual January 1, 2023, COLA for Groups B/C-OLD members from 2.50% to 3.80%.

The actual January 1, 2024, COLAs by group for relevant scenarios are illustrated in the table

elow Based on current plan Based on “Alternative COLA”
provisions interpretation
° _Group C-NEW: 1.12%2 B 1.10%?2
e All other members: y R 24
o Group A: s h 4 _2.2(_)1/0 - B 2.20% o
o Groups BIC-OLB: 1.10% 1.10%

As illustrated in the table above, reflecting the “Alternative COLA” interpretation would have no
impact on the actual January 1, 2024, COLA for any members.

' This amount was required to be calculated for 2023 as a result of Act 114 and Act 173; however, it will not be applied to any
members in 2023.

2 This amount was required to be calculated for 2024 as a result of Act 114 and Act 173, however, it will not be applied to any
members in 2024.

Segal
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Methodology and Analysis

From a funding perspective, the increase in the total present value of benefits (PVB) can be used
to estimate the total one-time cost associated with applying the COLA modifications outlined in
each scenario.

For illustrative purposes of this analysis, when using the June 30, 2022, actuarial valuation results,
the impact on the PVB was calculated as of June 30, 2022, and then the resulting amount was
accumulated with one year of interest at the valuation investment return assumption of 7.00% to
calculate the projected total one-time cost associated with the changes outlined in each scenario,
as of June 30, 2023. For example, for Scenario (1), the impact on the PVB as of June 30, 2022,
was an $8.5 million increase. The projected total one-time cost associated with the changes
outlined in Scenario (1) as of June 30, 2023, is equal to the $8.5 million accumulated with 7.00%
interest for one year to June 30, 2023, or $9.1 million.

Since the actual total one-time cost associated with the changes outlined in each scenario was
determined by using the June 30, 2023, actuarial valuation results, the impact on the PVB was
calculated as of June 30, 2023; therefore, an interest accumulation adjustment is unnecessary to
calculate the actual total one-time cost as of June 30, 2023. For example, for Scenario (1), the
impact on the PVB as of June 30, 2023, was a $9.5 million increase; therefore, the actual total
one-time cost associated with the changes outlined in Scenario (1) as of June 30, 2023, is $9.5
million.

From a timing perspective, if the changes outlined in any of the scenarios are applied and the
respective total one-time payment is not made on June 30, 2023, the actual cost may be different
than illustrated in this analysis. For example, if the changes outlined in Scenario (1) are applied,
but the one-time payment is not made until June 30, 2024, the total one-time cost associated with
the changes may be greater than illustrated in this analysis.

From a CPI perspective, if actual CPI changes in future years do not align with expected CPI
changes, the System may experience additional gains and/or losses, and the actual impact may
be different than that illustrated in this analysis.

We did not assume that any of the scenarios would materially affect participant behavior and
therefore did not revise any demographic assumptions as a result of these changes. If any
change affected participant behavior, the actual impact may be different than that illustrated in
this analysis.
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Disclosure

This analysis was prepared in accordance with generally accepted actuarial principles and
practices at the request of the Office of the State Treasurer. Please refer to our June 30, 2022,
and June 30, 2023, Actuarial Valuation and Review reports for VSTRS for the data, assumptions,
and plan of benefits underlying these calculations.

The measurements shown in these actuarial calculations may not be applicable for other
purposes. Future actuarial measurements may differ significantly from the current measurements
presented in this letter due to such factors as the following: plan experience differing from that
anticipated by the economic or demographic assumptions; changes in economic or demographic
assumptions; increases or decreases expected as part of the natural operation of the
methodology used for these measurements (such as the end of an amortization period); and
changes in plan provisions or applicable law.

Segal valuation results are based on proprietary actuarial modeling software. The actuarial
valuation models generate a comprehensive set of liability and cost calculations that are
presented to meet regulatory, legislative, and client requirements. Deterministic cost projections
are based on a proprietary forecasting model. Our Actuarial Technology and Systems unit,
comprised of both actuaries and programmers, is responsible for the initial development and
maintenance of these models. The models have a modular structure that allows for a high degree
of accuracy, flexibility, and user control. The client team programs the assumptions and the plan
provisions, validates the models, and reviews test lives and results, under the supervision of the
responsible actuary.

Segal is not a law firm and we cannot offer.legal advice. If legal advice is needed, please consult
with appropriate legal counsel.

The actuarial calculations were directed under my supervision. 1 am a member of the American
Academy of Actuaries and | meet the Qualification Standards for Actuaries Issuing Statements of
Actuarial Opinion in the United States of the American Academy of Actuaries to render the
actuarial opinion herein. To the best of my knowledge, the information supplied in this letter is
complete and accurate. In my opinion, each assumption is reasonable (taking into account the
experience of the plan and reasonable expectations) and such other assumptions, in combination,
offer my best estimate of anticipated experience under the plan.

Please let me know if you have any questions or need any additional information.

Sincerely,

Matthew A. Strom, FSA, MAAA, EA
Senior Vice President and Actuary

cc: Kathleen Riley, Segal

7« Segal
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Results

Scenario Descriptions

Scenario Description
Total costs associated with a prospective COLA adjustment to reflect the “Alternative COLA”
(1) interpretation from January 1, 2025, onward, assuming that future COLAs align with the assumption

related to inflation in all future years.

Total costs associated with a one-time COLA adjustment where solely the January 1, 2023, COLA!
(2) is retroactively adjusted to reflect the “Alternative COLA" interpretation. This one-time COLA
adjustment will impact benefit amounts from January 1, 2023, onward.

Combination of Scenarios (1) and (2) above, i.e., the total costs associated with a one-time COLA
adjustment where solely the January 1, 2023, COLA' is retroactively adjusted to reflect the

(3) “Alternative COLA" interpretation; plus the total costs associated with a prospective COLA
adjustment to reflect the “Alternative COLA” interpretation from January 1, 2025, onward, assuming

that future COLAs align with the assumption related to inflation in all future years.

Projected Total One-Time Cost Associated with Change(s)
As of June 30, 2023
Using June 30, 2022, Actuarial Valuation Results

Total One-Time Cost Associated with Change(s)
($ in millions)

Per One-Time Per Future
Scenario Adjustment Adjustments Total Cost
(1) N/A $9.1 $9.1
(2)? ’ $32.3 N/A $32.3
@R $32.3 $9.1 $41.4

Note: numbers may not add due to rounding

' Reflecting the “Alternative COLA” interpretation would have no impact on the actual January 1, 2024, COLA, therefore, no
adjustments to the January 1, 2024, COLA were necessary in order to reflect the “Alternative COLA" interpretation.

2 The total one-time cost associated with the changes outlined in this scenario includes the value of the one-time payment “of
additional dollars to reflect twelve monthly benefit payments if a 3.80% COLA was applied on January 1, 2023, instead of 2.50%"
that was previously paid outside of the plan directly to applicable members.

7% Segal
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Actual Total One-Time Cost Associated with Change(s)
As of June 30, 2023
Using June 30, 2023, Actuarial Valuation Results

Total One-Time Cost Associated with Change(s)
($ in millions)

Per One-Time Per Future
Scenario Adjustment Adjustments Total Cost
(1) N/A $9.5 $9.5
@ $30.9 NA $30.9
_(3)1_ $30.9 $9.5 S $40.3

Note: numbers may not add due to rounding

' The total one-time cost associated with the changes outlined in this scenario includes the value of the one-time payment “of
additional dollars to refiect twelve monthly benefit payments if a 3.80% COLA was applied on January 1, 2023, instead of 2.50%"
that was previously paid outside of the plan directly to applicable members.
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