REGULAR MEETING - PENSION BOARD OF TRUSTEES
AGENDA
FEBRUARY 12, 2025, 6:00 PM
ZOOM AND ROOM 220

To allow public access, anyone may access a meeting by telephone and/or Zoom, or a recording in the City of
Norwalk YouTube channel. Specific instructions and links can be found at norwalkct.gov/meetings.

Members of the public may call in to participate. Callers will not be able to see the meeting
participants. All participants will be muted upon entering the meeting. To speak, dial *9 on the phone
and you will be called on by the host of the meeting during the public comment section. All speakers

\. must state their name and address. Comments must be on a topic on the agenda, and are limited to
three minutes. Anyone disrupting the orderly conduct of the meeting, including by using threatening,
hateful, or sexually-explicit language, will be removed. Please find the information using the link
above.

Members of the public who wish to provide "live comments" may also use the Zoom meeting platform.
All participants will be muted upon entering the meeting. To speak, click the “raise your hand
indicator” and you will be called by the host of the meeting during the public comment section. All

U speakers must state their name and address. Comments must be on a topic on the agenda, and are
limited to three minutes. Anyone disrupting the orderly conduct of the meeting, including by using
threatening, hateful, or sexually-explicit language, will be removed. Please find the information using
the link above.

Members of the public who wish to provide public comment are encouraged to submit those via email

- in advance of the meeting. For these comments to be included into the record, they must be

“%  submitted by 12:00 p.m. the day of the meeting. Please email Tina Fogell at tfogell@norwalkct.gov
with the subject line “Public Comment” to provide written public comment prior to the meeting.

. CALL TO ORDER

Il ROLL CALL
M. ACCEPTANCE OF MINUTES

A. Regular Meeting: January 8, 2025

Iv. PUBLIC PARTICIPATION

V. APPROVAL OF PENSION APPLICATIONS
A. Grid Sheet

VL. REPORTS

A. TCW/MetWest Core Plus Fixed Income Presentation
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VII.
VIIl.

Pension December Flash Report
Review of Pension Experience Study

PERFORMANCE REVIEW

ADJOURNMENT

UPCOMING MEETINGS

March 12, 2025
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CITY OF NORWALK
PENSION BOARD
REGULAR MEETING
JANUARY 8, 2025

ATTENDANCE: James Hendrickson, Acting Chair; Richard Baskin, David Pramer, Robert
Raleigh, Eileen Romeo

STAFF: Chitsamay Lam, Comptroller
OTHERS: Britten Murdoch, Callan LLC; Myshin-ValentinKevin Schmidt, Callan
LLC

CALL TO ORDER

Mr. Hendrickson, the Acting Chairman, called the meeting to order at 6:00 p.m.

APPROVAL OF MINUTES

* December 11, 2024

** MR. BASKIN MOVED TO APPROVE THE MINUTES OF THE DECEMBER 11,
2024 MEETING.
** MR. PRAMER SECONDED.
** THE MOTION TO APPROVE THE MINUTES OF THE DECEMBER 11, 2024
MEETING AS SUBMITTED PASSED.

PUBLIC COMMENTS

There was no one from the public who wished to address the Board at this time.

APPROVAL OF PENSION APPLICATIONS

There were no pension applications to review at this time.

2024 REVIEW AND 2025 WORK PLAN

Mr. Murdoch from Callaen reV1ewed the m&rket—aemq-t-yBoard s accomphshments in 2024 and
the work plan for 2025. He-sa : : h
Deﬁ%ed—@en%b&&ens—@emm%eeThe Board requested Callan to add Walter Scott Internatlonal
Equity and Principal Smid Cap Growth Equity to the manager presentations in 2025. Questions
and comments were fielded from the Board throughout the presentation.

PERFORMANCE REVIEW

City of Norwalk

Pension Board

Regular Meeting

January 8, 2025 Page 1
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Mr. Murdoch reviewed the asset allocation and performance for the Pension Plan as of August
November 30, 2024. Questions and comments were fielded from the Board throughout the

presentation.

ADJOURNMENT

** MR. PRAMER MOVED TO ADJOURN.
** MR. BASKIN SECONDED.
** THE MOTION PASSED UNANIMOUSLY.

The meeting adjourned at 6:15 p.m.
Respectfully submitted

S. L. Soltes
Telesco Secretarial Services

City of Norwalk

Pension Board

Regular Meeting

January 8, 2025 Page 2
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APPROVAL OF PENSION APPLICATIONS

MEETING OF: February 12,2025

Name Years of Service Type of Option
Pension Selected
Donna Ball 22 years Regular Standard
BOE
Secretary
Commencement date 01/03/2025
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TCW Core Plus Fixed Income
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TCW Overview

AS OF DECEMBER 31, 2024

« TCW is a leading global asset management firm, providing solutions to clients since 1971
« TCW’s team-managed approach brings a structured, collaborative approach to informed and experienced investment decisions across asset classes

« Privately held, TCW employs more than 640 highly tenured, experienced and motivated professionals

Firm AUM: $195 Billion' Global Footprint

" — LONDON
BOSTON B ited Knadorn

CHICAGO ? nited Kingdom
) NEW YORK 4 MILAN
W Fixed Income: $171bn Continental Europe TOKYO
W Equity: $16 bn *—
Alternatives: $8 bn LOS ANGELES Dl:JBAI .H(?NG KONG
Headquarters ®@Viddie East Asia ex-Japan
S|NGAPORE?

SYDNEY
Australia & New Zealand

Source: TCW
Comprises the assets under management, or committed to management, of The TCW Group, Inc. and its subsidiaries. Totals may not reconcile due to rounding.
1 Includes respective allocations for multi-asset products.

FOR INSTITUTIONAL USE ONLY
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TCW Assets Under Management

AS OF DECEMBER 31, 2024

Firm AUM: $195 Billion'

Alternative
Investments

$8

Equities

Fixed Income

Source: TCW
Note: Totals may not reconcile due to rounding.

Fixed Income Assets by Strategy: $173 Billion?

Low Duration** ($4) other Fixed Incomes ($2)
High Yield/Bank Loans ($6)

Long Duration ($7)

Intermediate ($8)

Emerging
Markets ($12)

Investment
Grade Credit ($12)

Core/Core Plus
Fixed Income* ($93)

Unconstrained/
Multi-Sector ($14)

Securitized
Products ($14)

Comprises the assets under management, or committed to management, of The TCW Group, Inc. and its subsidiaries.

1 Includes respective allocations for multi-asset products.

2 Total invested assets by strategy includes cross-held positions and excludes cross-held cash in the TCW Central Cash Fund. It is not meant to reconcile to overall net firm AUM.

* Includes Core, Core Plus, and Opportunistic Core Plus Fixed Income.
** Includes Low Duration and Ultra Short/Cash Management.
**% |Includes U.S. Government, Government/Credit, and Global.

TCW
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TCW Global Fixed Income Team

JANUARY 2025

CREDIT RATES

SENIOR
PORTFOLIO
MANAGERS

RESEARCH

TRADING

PORTFOLIO
SPECIALISTS

Jerry Cudzil

GENERALIST PORTFOLIO MANAGERS

Bryan Whalen, CFA - CIO

EMERGING MARKETS

Ruben Hovhannisyan, CFA

SECURITIZED

Mike Carrion, CFA (L) Drew Swec.eney Chris Hays Palak Pathak, CFA
Tammy Karp Ken Toshima Jae Lee
Analysts Associates Economics/Strategy Corporate Credit Agency RMBS Non-Agency MBS/ABS
Kim Ardoin (L) Peter Johnson, CFA  Annie Bian Blaise Antin Mauro Roca, PhD  Stephen Keck, CFA Pat Ahn Dominic Bea
Pedro Cardoso Griffith Lee Connor Budka Gannon Earhart Brett Rowley Jeffrey Nuruki, CFA Jason Cheng Maggie D'Arcy (L)
Marie Choi Robert Main, CFA  Yvonne Ho Lin Jing Leong,CFA(S)  Nick Verdi (L) Javier Segovia, CFA Gordon Li, CFA Phillip Dominguez, CFA
Nikhil Chopra Chet Malhotra Ori Maoz Chew May Tan (S) Nanlan Ye Malea Figgins (L)
Keval Dattani,CFA(L) Tom Nguyen, CFA Jesse Torrez Shant Thomasian,CFA  cpBs Michael Hsu
Nick Diaz Tania Salomon David Ying Simon Dee Madison Perry
Isabella Freeman Simon Shnayder, CFA oeery Colman Slain
Russel Higgins (L) vy Thung (S) Da-Wei Hong
Mike Jepsen
Vincent Sokhanvari
Zhao Zhao
Alex Bibi, CFA Melicia Shen Jeannie Fong Justin Becker Asset-Backed Finance Dylan Ross
Daniel Pace, CFA Joel Shpall Michael Pak, CFA Sherwin Chan (S) Jean Atkinson Sarah Fox
Jimmy Rong Evan Tich Lawrence Rhee Jason Shamaly Adam August, CFA Max Scherr

Conrad Chen

Alex Stanojevic

Dave Vick, CFA (Multi-Sector) + 7 Portfolio Analysts

Anisha Goodly

Ananya Dave

Jeffrey Katz

Insurance Portfolio Management Portfolio Analytics COO - Fixed Income Global Investment Risk Client Portfolio Management Sustainable Investment Group

Keith Luna

Milan Pfeisinger, CFA

Marcos Gutierrez

Fixed Income Investment Committee consists of Generalist, Specialist, and Senior Portfolio Managers.

Ross Killian (+21)

Patrick Moore

Mark McNeill, CFA

Jamie Franco (+9)

(L) = London; (S) = Singapore

TCW
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ll. Fixed Income Investment Philosophy and Process
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Fixed Income

Key differentiators

TCW's competitive
advantage, we believe,

is driven by our unique
portfolio management
structure and investment

philosophy.

We are well positioned
to deliver standard and
custom solutions across a

broad spectrum of products.

TENURED & COLLABORATIVE INVESTMENT TEAM

« 76 Investment professionals, with an average of 17 years of investment experience

« Generalist/Specialist Portfolio Manager structure is the foundation of our team-based process

— Generalist PMs have worked together for over 13 years

« A scalable approach built around communication and collaboration
— Ensures continuity of process

— Leverages nearly 30 years of through-the-cycle management experience

DISCIPLINED PROCESS EMPHASIZES VALUE AND PREPAREDNESS

« Avalue-oriented, iterative process combining top-down and bottom-up analysis

« A combination of dynamic risk budgeting and disciplined dollar cost averaging delivers
results over a full cycle

« Sector management and bottom-up security selection are key alpha drivers

EXPERIENCED

« Proactive, fundamental credit underwriting and a constant focus on preserving liquidity
allows us to take advantage during times of stress

«  We manage $171 billion in fixed income assets globally, including nearly $50 billion in fixed
income mutual fund assets across the TCW Fund families

As of December 31, 2024

TCW

FOR INSTITUTIONAL USE ONLY
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Fixed Income Philosophy

Key tenets of TCW's value investing approach

TEAMS OUTPERFORM INDIVIDUALS
«+ Investment process emphasizes communication, collaboration, and teamwork

« De-personalization of the investment process ensures consistency

A VALUE-ORIENTED APPROACH DELIVERS RESULTS ACROSS CYCLES

« Fundamental market measures, like fixed income credit spreads, are mean reverting

« Technical factors can temporarily drive pricing away from fundamentals

« Application of the value-oriented approach during periods of underperformance can lead to significant outperformance

OUTPERFORMANCE MAY BE ACHIEVED THROUGH

« Disciplined implementation of a strategic framework that is both macro- and cycle-aware combined
with opportunistic, bottom-up fundamental research

« The preparedness to move quickly to allocate during periods of volatility
« Managing sources of portfolio liquidity that can be tapped to capture undervalued assets

« Exploitation of persistent inefficiencies

PROPRIETARY TECHNOLOGY AMPLIFIES OUR COMPETITIVE EDGE

« A robust suite of proprietary analytic and surveillance programs assist portfolio construction and portfolio performance

FOR INSTITUTIONAL USE ONLY
TCW
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Fixed Income Investment Process

A team-based, disciplined, and dynamic investment process designed to identify and capture value

/\

Long-term Economic
& Market Outlook

Fundamental Duration &
Security-level Yield Curve

& Sector PORTFOLIO Management

Research e Risk Budget Allocation

through the cycle

e Portfolio Monitoring
e Risk Oversight

Security

7 4 Country &
Selection & Execution

Sector Allocation

Our value-based investment process is a collaboration between
the Generalist and Specialist Portfolio Managers, with sector
views informing the overall long-term economic and market
outlook in a team-based setting.

Generalist Portfolio Managers are responsible for driving
the top-down process including setting the long-term
economic view and establishing the risk budget with respect
to Sector Allocation and Duration & Yield Curve Positioning.

Specialist Portfolio Managers lead the bottom-up process
including managing research teams, making security
selections, identifying relative value, and executing trades.

Trading execution is based on a dollar cost averaging approach,
as cost averaging reduces volatility by diversifying entry and
exit through time and price.

Focus on capital preservation, liquidity optimization, and
disciplined implementation with ongoing and active portfolio
management and risk monitoring.

TCW

FOR INSTITUTIONAL USE ONLY
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Duration Management and Historical Positioning

SUPPLEMENTAL INFORMATION

« Long-term outlook is primary driver of duration and yield curve strategy
« Dollar-cost averaging approach gradually moves duration up and down
« Duration is only one of multiple active management tools

TCW CORE PLUS FIXED INCOME HISTORICAL DURATION POSITIONING
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=== TCW Core Plus Fixed Income Duration Overweight/Underweight === UST 10-Year Yield

Source: TCW
Based upon the representative account, as of September 30, 2024.
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Sector Management and Historical Positioning

SUPPLEMENTAL INFORMATION

“Investors should be greedy when others are fearful and fearful when others are greedy.”
- Warren Buffett

TCW CORE PLUS FIXED INCOME HISTORICAL SECTOR POSITIONING'
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I US. Treasury/Agency 177 IG Credit I HY & Bank Loans I Agency MBS I Non-Agency MBS & ABS I CMBS
Source: TCW

Portfolio characteristics and securities are subject to change at any time. As of September 30, 2024.
1 Based upon the representative account’s 3-month rolling market value of assets, excluding cash & equivalents, interest rate swaps/options, and equities.
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TCW Historical Sources of Alpha

Bottom-up security selection and sector management are key alpha drivers

Portfolio Alpha
50-65%

o

Source: TCW

Security Selection — 50-65%

The cornerstone of our investment process
« Grounded in solid issue selection based on strong fundamental research
« Risk is mitigated through 2.5% issuer concentration limits

- Disciplined dollar-cost averaging delivers results over the cycle

Sector Allocation — 25-35%

« Sector rotation is a key element of TCW’s Fixed Income strategies

« Sector weights can differ substantially over time and from index levels

Duration and Yield Curve — 5-15%

« Duration is actively managed with disciplined risk budgets to mitigate volatility from
macro-sources vs. benchmarks in traditional strategies and absolute levels
of volatility in Flexible and Unconstrained strategies

« Generally, Yield Curve tools are a small component of alpha, however at times such as
2003, 2009-2010, and 2023 when the curve is at extremes, can be meaningful

Portfolio characteristics and securities are subject to change at any time. Past performance is no guarantee of future results.

TCW

FOR INSTITUTIONAL USE ONLY
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I1l. TCW Core Plus Fixed Income
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TCW Core Plus Fixed Income Summary Characteristics

AS OF DECEMBER 31, 2024 | SUPPLEMENTAL INFORMATION

Quality Composition (%)

TCW Core Plus Bloomberg U.S. TCW Core Plus Bloomberg U.S.
Fixed Income Aggregate Bond Index Fixed Income Aggregate Bond Index

Yield to Worst 5.51% 4.91% AAA 73.94 3.32

Effective Duration 6.92 Years 6.08 Years AA 5.06 73.19

Average Maturity 7.24 Years 8.33 Years A 7.27 11.20

Average Convexity 0.50 Years 0.56 Years BBB 11.11 12.29

Average Quality AA AA BB 2.49 0.00

B 1.61 0.00

Sector Composition (%) CCC& Below 2y 0.00

TCW Core Plus Bloomberg U.S. Not Rated 0.20 0.00

Fixed Income Aggregate Bond Index Cash & Equivalents? -7.20 0.00
Government! 29.27 45.16
IG Credit 14.46 26.14
High Yield Credit 2.55 0.00
Agency MBS 37.27 25.13
Non-Agency MBS 12.02 0.00
CMBS 5.09 1.52
ABS 5.45 0.45
Emerging Markets 0.74 1.60
Other? 0.34 0.00
Cash & Equivalents? -7.20 0.00

Source: TCW

1 Includes U.S. Treasuries, U.S. Agencies, and Developed Market Sovereigns.

2 Other includes mark-to-market exposure from Options, Swaps, and other derivatives.

3 Cash balance may be negative due to unsettled month-end trades.

Based upon a representative account. Portfolio characteristics and securities are subject to change at any time.
Due to rounding, totals may not add up to 100%.
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TCW Core Plus Fixed Income Composite Performance

AS OF DECEMBER 31, 2024 | SUPPLEMENTAL INFORMATION

Annualized
Since Inception

Q4 2024 15-Year 25-Year 8/1/1996
TCW Core Plus Fixed Income (Gross) -3.52% 1.39% -2.51% 0.15% 1.80% 3.55% 4.30% 5.04% 5.41%
TCW Core Plus Fixed Income (Net) -3.58% 1.13% -2.77% -0.12% 1.50% 3.25% 4.01% 4.75% 5.12%
Bloomberg U.S. Aggregate Bond Index -3.06% 1.25% -2.41% -0.33% 1.35% 2.37% 3.01% 3.94% 4.23%
Under/Outperformance (Gross) -46 bps +14 bps -10 bps +48 bps +45 bps +118 bps +129 bps +110 bps +118 bps
Under/Outperformance (Net) -52 bps -12 bps -36 bps +21 bps +15 bps +88 bps +100 bps +81 bps +89 bps

6%

5%

4% —
3% - - N
[l TCW Core Plus Fixed Income (Gross) 2% S S — _
Il TCW Core Plus Fixed Income (Net) 1% —Il II —_— N — _ -
0% —

Bloomberg U.S. Aggregate Bond Index

-1% —
2% —
3% —
‘400
-5%
Q42024 1-Year 3-Year 5-Year 10-Year 15-Year 20-Year 25-Year Since Inception
8/1/1996

Source: TCW
Net returns presented reflect the deduction of all fees, expenses, and performance allocations and include accrued and reinvested dividends and interest. Individual results may vary. Past performance is no guarantee of future
results. Please see the GIPS® Composite Report and additional disclosures in the appendix, which are an integral and important part of this presentation.
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V. Market Outlook

FEBRUARY 2025

“gn%eaﬁw'frm,ﬁ%emar%eéaauofmg machine,
but in the long run, it is a weighing machive. gy

~ Benjamin Graham

o] T TE R l\7
- i€
S

o

"vo{-(nj- machine”

“weig hing machine”

i J

TCW
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Trumponomics 1.0: If History Is Any Guide...

Core CPI YoY: Before and After Trump’s First Election U.S. Dollar Index (DXY)
3.0% 105
Dec. 31, 2016: 2.2% 2017 - 2019 annualized: 2.1% 103
2.5%
. N 101
2‘0% 00 0000000000000 000000000000000000000000000000000000 99
97
1.5% 95
93
1.0% 97
Trump elected as 45" president
0.5% 89 (11/08/2016)
87
0.0% 85
Dec-2015 Dec-2016 Dec-2017 Dec-2018 Dec-2019  Dec-2015 Dec-2016 Dec-2017 Dec-2018 Dec-2019
Source: Bloomberg, TCW Source: Bloomberg, TCW
Real GDP Growth: Accelerated During Trump’s First Term... ... But Was Accompanied by Deficits Decoupling from Fundamentals
3.59 w« (-159
| 20142016 Average: +2.3% 2017 - 2019 Average: +2.8% 20| — Broad Unemployment U6 (Ihs) Trump's |12 f’
3.0% l 18 == Deficit as % of GDP, Inverted (rhs) 12:: -13%
o 16 (excl. 1%
2.5% 2020) | -9%
14
2.0% 7%
12 -5%
1.5% 10 ~*'f -3%
1.0% 3 1%
0.5% e
5% 6 3%
0.0% 4 5%
2014 2015 2016 2017 2018 2019 1994 1996 1999 2002 2005 2007 2010 2013 2016 2018
Source: Bloomberg, TCW Source: Bloomberg, TCW
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Trumponomics 2.0: Macro and Valuations Backdrop

Fiscal Position/Market Valuations

U.S. Government Debt/GDP
Federal Deficit as % of GDP

Fed Policy Rate
2 Yr UST Yield
10 Yr UST Yield

IG Credit OAS (bps)
HY Corp OAS (bps)
Agency MBS 30 CC

S&P 500 Index
S&P 500 LTM Return
S&P 500 Forward P/E

U.S. Dollar Index (DXY)
Gold
Oil (WTI)

12/31/2016 Now*
105% 124% 4
-3.00% -6.92% 4
0.75% 450% 4 |
1.18% 4.20%
2.44% 4.51%

118 76 I
409 260
91 135

2,239 6114
12.00% 27.91% 4
17.10x 23.05x 4
102.2 1079 4|
1,148 2810
53.70 72.16

*Based on most recent available data as of January 31, 2025

Source: Bloomberg, TCW

Macro Fundamentals

U.S. Real GDP Growth YoY
China GDP Growth YoY
Eurozone GDP Growth YoY

U.S. Core CPI YoY
Change from 1 Yr Ago

Unemployment Rate
Change from 1 Yr Ago
Full Time Employment YoY

Job Openings Rate
Change from 1 Yr Ago
Hiring Rate

Savings Rate

Real Retail Sales YoY

Credit Card Delinquency Rate*
Auto Loan Delinquency Rate*

*Four quarter moving sum

12/31/2016 Now*
2.2% 25% 4
6.9% 54% ¥
2.0% 09% ¥
2.2% 3.2%

0.1% 0.7% |
4.7% 41%
-0.3% 0.3% 4
1.3% 03% W
3.90% 4.5%

unchanged 08%
3.7% 34% ¥
5.0% 44% I
3.1% 1.0% W
3.7% 71% 4
2.2% 29% 4

TCW
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Trumponomics 2.0

e What is the market pricing in?
— Higher inflation (tariffs and immigration), higher growth regime, higher corporate profitability
(lower taxes), higher fiscal deficit, strong dollar, deregulation

o What appears to be NOT priced in?
— Historical experience — evidence from Trump 1.0 experience suggests a much more benign policy
impact than what is being priced in currently

— Different starting point vs 2016 — debt to GDP, fiscal deficit, and market valuations are very
different from Trump 1.0 starting point

— Impact of interaction/linkages between different policies -- e.g. stronger dollar should in theory
offset tariffs impact, higher interest rates would hurt corporate profitability, lower immigration
will result in higher wages, but also lower consumption which is disinflationary

— Economic cycle — market pricing seems to ignore the reality of cyclical slowdown in labor market
and consumption, which if continued (our base case), should be more consequential for monetary
policy in the near term than the potential (long-term) impacts of the policies to be implemented

FOR INSTITUTIONAL USE ONLY
TCW
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Trumponomics 2.0: Thoughts on Likely Policy Impacts

Immigration Tax Cuts Deregulation
Smaller than market expectation: Deport criminals Extend Trump’s tax cuts Energy deregulation
- Use tariffs as a negotiating tool Slow border (TCJA) Banking system deregulation
. - Better than consensus view for China crossings Eliminate taxes on tips, More M&A friendly
Implementation Scope . . . . : L .
but still a material negative impact. social security benefits and administration
-Benign for rest of the world overtime pay

Lower co rpo rate taxes

U.S. GDP small negative to neutral small negative small positive small positive

neutral to modest increase

. neutral small increase neutral to modest positive
(depends on USD appreciation) P

U.S. Inflation (Core PCE)

Negative, but slightly more
Global Growth sanguine view on growth impact neutral neutral to modest positive neutral
than consensus

U.S. Front-End Yields neutral neutral modest increase neutral
U.S. Long-End Yields neutral modest increase modest increase neutral
usD small to moderate increase neutral neutral neutral
Credit small negative small negative small positive small positive
Equities small negative small negative small positive small positive

I::} Certain elements of Trump 2.0 policies will be stimulative for the economy, but the aggregate impact
of all policies will be much more benign and less consequential than what the market is pricing in

FOR INSTITUTIONAL USE ONLY
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Trumponomics 2.0: What Is the Rates/FX Market Pricing In?

U.S. Treasury Yield Changes Since Mid-September Lows (%)

150 B Real Rate mm  Inflation B/E
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Source: Bloomberg, TCW
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Market Implied Fed Funds Rates
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The market is pricing in:

« >1% higher inflation in the next 2 years
and 0.5% lower real growth

« Sharply higher USD, which in theory should
offset (at least some) tariff impacts

« 1.2% higher terminal Fed Funds rate

TCW
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Trumponomics 2.0 Unrestrained — Too Big of a Self-Inflicted Wound...?

U.S Labor Force Growth: Has Been Driven by Immigrants
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Trump’s Tariff Proposals Are Massive Trade Wars Come at a Cost
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Taking the Pulse of the (Late Cycle) Economy
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Labor Market Forward Looking Indicators Are Flashing Warning Signs

From Plentiful to Hard to Get:
The Labor Market is Signaling a Slowdown
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Labor Market About to Splash Ice Cold ‘Beveridge’ on

U.S. Growth Expectations...?

Beveridge Curve
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« One of the unique features of the current cycle was extraordinarily tight labor supply due to
post-Covid labor market dislocation (early retirements, permanent disabilities, relocations, etc.)

« As aresult, job vacancies have exceeded labor supply for a long time, and consequently, the initial phase of labor
market cooling was not accompanied by rising unemployment rate until very recently, masking the deterioration
in labor market conditions and leading some observers to believe that “this time is different”

« The recent increase in unemployment rate suggests that we are now past the kinked point on the beveridge curve
and hence, further cooling of labor market will be accompanied by rising unemployment rate

TCW
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Consumer => Running on Empty?

Transition into Delinquency (90+) by Loan Type
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Can This Cycle Defy the Laws of Economic Gravity?

Recessions Often Start Not Long After The Fed Begins Cutting Rates Evolution of Unemployment Rate After Yield Curve Inversion
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Source: BEA, Bloomberg, TCW

History Does Not Repeat, But It Does Rhyme...
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Relative Value: Corporate Credit vs. Securitized

Spread Percentile Rankings*
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Source: Barclays, Bloomberg, Wells Fargo, Palmer Square, JPM

* Percentile calculations are based on historical spread data available for the following sectors and periods: Agency MBS (2000), ABS Credit/Auto (2002), Corporates (2000), CMBS (2008), CLOs (2011),
Non-QM AAA (2017), EM (2001).

As of January 10, 2025.
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Executive Summary

Macro View
« We expect Trumponomics 2.0 policies impact will be much more benign than what the market is currently pricing in
— Some policies, e.g. tax cuts and deregulation, will be stimulative, but the impact of these policies
should not change the late cycle trajectory of the economy

Massive fiscal spending has boosted the economy since 2023, but lagged impacts of higher rates are starting to
impact the economy (evidence of weakness in labor market, consumption)

« Disinflationary trends are firmly in place, although the last mile of inflation is ‘bumpy’

« Only one Fed cut is priced in by the end of 2025, but economic contraction will likely result in more aggressive cutting cycle
than what is being priced in

« Short-to-intermediate maturity interest rates are attractive
« Corporate credit spreads are near historic tights and reflect too much optimism

« Agency MBS and select securitized credit sectors remain the most attractive risk/return opportunity

Positioning”
« Long 0.8 yrs duration, with emphasis on 2-5 year maturities
« Net overweight spread product exposure vs. the index, comprised of large overweight to securitized and underweight to

corporate credit
— Large overweight to agency MBS, non-Agency RMBS, select ABS types;

— Opportunistic in high quality CMBS
— Defensive on corporate credit

* Based on a representative Core Plus portfolio.
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V. Appendix
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TCW Core Plus Fixed Income GIPS® Composite Report

ASSET-WEIGHTED AND TIME-WEIGHTED RATES OF RETURN

Bloomberg Total Composite Assets Composite Composite 3-Year ~ Benchmark 3-Year Total Firm
Annual Return U.S. Aggregate # of at End of Period Internal Standard Deviation  Standard Deviation Assets (MSD)'
Gross (%)  Net (%) Bond Index (%) Portfolios (U.S.$ millions) Dispersion Annualized Annualized (U.S.$ millions)

2014 6.31 6.00 5.97 59 64,915.37 0.14 2.80 2.67 144,768

2015 0.63 0.33 0.55 84 90,417.74 0.08 2.77 2.92 165,036

2016 2.95 2.64 2.65 81 98,918.29 0.10 2.63 3.02 177,187

2017 3.86 3.54 3.54 79 104,770.70 0.09 2.45 2.81 191,104

2018 0.62 0.31 0.01 71 94,355.00 0.03 2.62 2.88 179,091

2019 9.54 9.21 8.72 68 108,352.10 0.11 2.86 2.91 204,309

2020 9.56 9.24 7.51 65 122,623.62 0.15 3.54 3.40 233,633

2021 -0.73 -1.02 -1.54 66 128,334.43 0.09 3.52 3.40 247,535

2022 -14.15 -14.38 -13.01 62 98,608.00 0.35 6.44 5.85 190,370

2023 6.44 6.15 5.53 63 93,504.25 0.12 3.08 7.24 192,123

The TCW Group, Inc. is divided into three divisions: the Marketable Securities Division; the 5. Results are based on trade-date transactions.

Alternative Products Division; and the Managed Accounts Division. On February 23, 2010, The TCW 6. A list of composite descriptions, a list of limited distribution pooled fund descriptions, and a list

Group, Inc. acquired Metropolitan West Asset Management. On January 1, 2011, the Marketable of broad distribution pooled funds are available upon request.

Securities Division and Metropolitarj West Asset Management complet'ed a merger. .Accordin.gly, 7. The internal dispersion of annual returns is measured by the standard deviation across asset-

effecFlye January 1, 2011, Metropolitan West Asset Management was included within the Firm weighted portfolio gross returns represented within the composite for the full year. Periods with

definition. five or fewer portfolios are not statistically representative and are not presented.

1. Effective January 1, 2000, the Marketable Securities Division (MSD) was established to provide 8. Asset-weighted results use beginning of period market values. Unless stated otherwise, asset-
investment advisory services in the marketable securities area. The Marketable Securities Division weighted results are shown for the entire period. Equal-weighted results represent the simple
is defined as the Firm for purposes of reporting performance in accordance with the Global average of all composite accounts present for the entire period.

Investment Performance Standards (GIPS®). 9. All numerical information is reported in U.S. dollars.

. The Marketable Securities Division of The TCW Group, Inc. claims compliance with the Global

Investment Performance Standards (GIPS®) and has prepared and presented this report in
compliance with the GIPS standards. The Marketable Securities Division of The TCW Group, Inc.
has been independently verified for the periods January 2000 through December 2023.

A firm that claims compliance with the GIPS standards must establish policies and procedures
for complying with all the applicable requirements of the GIPS standards. Verification provides
assurance on whether the firm’s policies and procedures related to composite and pooled fund
maintenance, as well as the calculation, presentation, and distribution of performance, have
been designed in compliance with the GIPS standards and have been implemented on a firm-
wide basis. The TCW Core Plus Fixed Income Composite has had a performance examination for
the periods January 1, 2011 - December 31, 2022. The verification and performance examination
reports are available upon request.

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this
organization, nor does it warrant the accuracy or quality of the content contained herein.

. The TCW Core Plus Fixed Income Composite (Composite) includes all portfolios managed in the

strategy, except for those subject to material client restrictions, which are, therefore, deemed non-
discretionary. Portfolios included in the composite are present for an entire month.

. Results are time-weighted and geometrically linked to yield quarterly returns, and include all items

of income, gain and loss.

Source: TCW

10.Gross results do not reflect the deduction of management fees and other custodial fees.

1

12.

1

—_

w

Including these costs would reduce the shown returns. The net Composite returns reflect the
actual advisory fees, which include performance fees if applicable, paid in each portfolio. Certain
clients could pay a significantly higher or lower fee which would result in different net returns.
A fee which is 0.50% higher than the separate account fee will result in the total return being
reduced, over five years, by 2.53% on a compound basis. Net results do not include the deduction
of custodial fees or other administrative expenses, which will also reduce the returns shown. In
general, advisory fees are paid quarterly in arrears based upon total assets. Performance results
include accrued and reinvested interest. The Marketable Securities Division assumes that the fee
charged is deducted from the portfolio equally at the end of each month in a quarter.

.TCW makes no representation that future investment performance will conform to past

performance and it should never be assumed that past performance foretells future performance.
TCW's policies for valuing investments, calculating performance, and preparing GIPS Reports are
available upon request.

.There is a $10 million minimum asset level for portfolios included in the Composite at the

beginning and end of the month from 2000 to the present. From inception to December 37,
1999, portfolios in the Composite must have had a minimum market value of $5 million at the
beginning and end of the month.

TCW
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TCW Core Plus Fixed Income GIPS® Composite Report (cont'd)

ASSET-WEIGHTED AND TIME-WEIGHTED RATES OF RETURN

14.The Composite has an inception date of August 1, 1996 and was created in 1Q 2011. Returns for
periods prior to the 10-year track record presented in this report are available upon request.

15.The Composite is constructed of portfolios with an asset level in excess of $10,000,000 in assets
managed to an average duration of +/- 1 year of the Bloomberg U.S. Aggregate Bond Index or
similar benchmark. The portfolios will usually have broad exposure to investment grade, non-
investment grade, and non- U.S. fixed income securities. The composite includes all accounts
with moderate deviations away from the sectors represented in the Bloomberg U.S. Aggregate
Bond Index composition. Effective May 1, 2013, the Composite definition changed to better clarify
the security types and sector allocations of portfolios included within the Composite. There were
no composite membership changes as a result of this clarification.

16.The benchmark is the Bloomberg U.S. Aggregate Bond Index. The index return along with all
index related information, including the benchmark 3-year standard deviation annualized, is
not subject to independent examinations. The Bloomberg U.S. Aggregate Bond Index covers
the U.S. investment grade fixed rate bond market, with index components for government and
corporate securities, mortgage pass-through securities, and asset-backed securities. The index
is not available for direct investment; therefore its performance does not reflect a reduction for
fees or expenses incurred in managing a portfolio. The securities in the index may be substantially
different from those in the Composite.

17.The Composite’s separate account fee schedule is as follows: 0.275% on the first $100 million

0.200% on the remaining balance

18. Derivatives are not a driving factor in the Composite’s strategy, but may be used in certain
portfolios where such use is consistent with client investment guidelines. Certain derivative
instruments such as credit default swaps, treasury futures, and option contracts may be utilized
to add incremental value, to hedge credit risk exposure, and/or to tactically adjust the duration
and/or yield curve exposure.

19. Withholding tax is not deducted from the portfolios contained in the Composite.

20.A Significant Cash Flow Policy has been applied to the Composite beginning June 2020. When a
portfolio’s net amount of contributions or net amount of withdrawals over a ten day period during
a month equals or exceeds 20% of the portfolio’s beginning monthly market value, the portfolio is
deemed to be temporarily non-discretionary and is removed from the Composite for the month.
Upon the first month that this portfolio’s total net amount of contributions or net amount of
withdrawals over a ten day period during the month are less than 20%, the portfolio is reassigned
to the Composite. From April 2020 through May 2020 this policy applied to a portfolio’s total
amount of inflows or outflows of capital in a month that equaled or exceeded 15%. From July
2019 through March 2020 this policy applied to a portfolio’s total amount of inflows or outflows
of capital in a month that equaled or exceeded 25%. From October 2006 through June 2019 this
policy applied only to net withdrawals of capital. Additional information regarding the treatment
of Significant Cash Flows is available upon request.
.Gross-of-fees returns were used to calculate the three-year annualized ex post standard deviation
and the internal dispersion of the composite.
22.Performance presented for the investment periods prior to January 1, 2011 occurred while
members of the portfolio management team were affiliated with MetWest. Such members of the
portfolio management team were the only individuals responsible for investment management
decisions at MetWest. The team and the decision-making process have remained intact and
independent within the Marketable Securities Division. In the Marketable Securities Division’s
opinion, such performance track record conforms to the GIPS standards with regard to the
portability of investment results, and, as such, all historical performance results from MetWest
have been linked to the on-going performance results of the Composite. Performance records of
MetWest are available upon request.

2

—_
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INDEX DISCLOSURE

“Bloomberg®” and each of the Bloomberg fixed income indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the index (collectively,
“Bloomberg”) and have been licensed for use for certain purposes by TCW. Bloomberg is not affiliated with TCW, and Bloomberg does not approve, endorse, review, or recommend any TCW product or portfolio. Bloomberg
does not guarantee the timeliness, accurateness, or completeness of any data or information relating to any TCW product or portfolio.

INVESTMENT RISKS

Core Fixed Income - Fixed income investments entail interest rate risk, the risk of issuer default, issuer credit risk, and price volatility risk. Strategies investing in bonds can lose their value as interest rates
rise and an investor can lose principal. Mortgage-backed and other asset-backed securities often involve risks that are different from or more acute than risks associated with other types of debt instruments.
MBS related to floating rate loans may exhibit greater price volatility than a fixed rate obligation of similar credit quality. With respect to non-agency MBS, there are no direct or indirect government or agency
guarantees of payments in pools created by non-governmental issuers. Non-agency MBS are also not subject to the same underwriting requirements for the underlying mortgages that are applicable to those
mortgage-related securities that have a government or government-sponsored entity guarantee. The strategy’s investments denominated in foreign currencies will decline in value if the foreign currency declines
in value relative to the U.S. dollar. The securities markets of emerging market countries can be extremely volatile. Securities prices and returns will fluctuate with market conditions, currencies and the economic
and political climates where the investments are made.

Core Plus Fixed Income - High yield securities may be subject to greater fluctuations in value and risk of loss of income and principal than higher rated securities. Fixed income investments entail interest rate
risk, the risk of issuer default, issuer credit risk, and price volatility risk. Strategies investing in bonds can lose their value as interest rates rise and an investor can lose principal. Mortgage-backed and other
asset-backed securities often involve risks that are different from or more acute than risks associated with other types of debt instruments. MBS related to floating rate loans may exhibit greater price volatility
than a fixed rate obligation of similar credit quality. With respect to non-agency MBS, there are no direct or indirect government or agency guarantees of payments in pools created by non-governmental issuers.
Non-agency MBS are also not subject to the same underwriting requirements for the underlying mortgages that are applicable to those mortgage-related securities that have a government or government-
sponsored entity guarantee. The strategy’s investments denominated in foreign currencies will decline in value if the foreign currency declines in value relative to the U.S. dollar. The securities markets of
emerging market countries can be extremely volatile. Securities prices and returns will fluctuate with market conditions, currencies and the economic and political climates where the investments are made.

NOTICE TO PROSPECTIVE INVESTORS WHO INVEST THROUGH INTERMEDIARIES

Certain unaffiliated intermediaries, including, but not limited to, registered investment advisers, broker-dealers, banks and consultants (each, a “Firm”), may offer/recommend private funds or strategies sponsored
by The TCW Group, Inc. and its affiliates (“TCW” and together with the private funds and strategies, the “TCW Accounts”) to Firm clients. The Firm does not receive any compensation from TCW if a client invests
in the TCW Account. However, the client may pay the Firm a fee (e.g., advisory fee, consultancy fee, due diligence fee, etc.) and indirectly pays TCW a management fee through the investment in the TCW Account.
As a result of this arrangement, a conflict of interest may exist in that the Firm may have an incentive to endorse and make positive statements about TCW. The Firm, its clients or personnel may be or have been
invested in vehicles managed, advised or sponsored by TCW, and the Firm, its clients or personnel or affiliates potentially may invest in such vehicles in the future.

NOTICE TO PROSPECTIVE INVESTORS WHO INVEST THROUGH A WRAP FEE OR OTHER PLATFORM

Certain unaffiliated firms that sponsor a wrap fee program or other platform (each, a “Sponsor”) may include private funds or strategies offered by The TCW Group, Inc. and its affiliates (“TCW” and together with
the private funds and strategies, the “TCW Accounts”). The Sponsor charges TCW an administrative or service fee to make a TCW Account accessible to the Sponsor’s clients through the program or platform. The
Sponsor may also pay the management fee charged by the TCW Account on behalf of the Sponsor’s clients. As a result of these arrangements, a conflict of interest exists in that the Sponsor may have an incentive
to endorse or recommend a particular TCW Account to its clients rather than other products accessible on the program or platform. The Sponsor, its clients or personnel may be or have been invested in vehicles
managed, advised or offered by TCW, and the Sponsor, its clients or personnel or affiliates potentially may invest in such vehicles in the future.

STRATEGY DISCLOSURE (U.S. AND NON-U.S.)

This material is for general information purposes only and does not constitute an offer to sell, or a solicitation of an offer to buy, any security. Any issuers or securities noted in this document are provided as
illustrations or examples only, for the limited purpose of analyzing general market or economic conditions and may not form the basis for an investment decision, nor are they intended to serve as investment advice.
Any such issuers or securities are under periodic review by the portfolio management group and are subject to change without notice. TCW makes no representation as to whether any security or issuer mentioned
in this document is now in any TCW portfolio. TCW, its officers, directors, employees or clients may have positions in securities or investments mentioned in this publication, which are subject to change without
notice. Any information and statistical data contained herein derived from third party sources are believed to be reliable, but TCW does not represent that they are accurate, and they should not be relied on as such
or be the basis for an investment decision. All information is as of the date of this presentation unless otherwise indicated.

An investment in the strategy described herein has risks, including the risk of losing some or all of the invested capital. An investor should carefully consider the risks and suitability of an investment strategy based
on their own investment objectives and financial position. There is no assurance that the investment objectives and/or trends will come to pass or be maintained. The information contained herein may include
preliminary information and/or “forward-looking statements.” Due to numerous factors, actual events may differ substantially from those presented herein. TCW assumes no duty to update any forward-looking
statements or opinions in this document. This material comprises the assets under management of The TCW Group, Inc. and its subsidiaries, including TCW Investment Management Company LLC, TCW Asset
Management Company LLC, and Metropolitan West Asset Management, LLC. Any opinions expressed herein are current only as of the time made and are subject to change without notice. The investment processes
described herein are illustrative only and are subject to change. Past performance is no guarantee of future results. © 2025 TCW

ADDITIONAL STRATEGY DISCLOSURE (NON-U.S. — AUSTRALIA, DIFC, HONG KONG, JAPAN, SINGAPORE, AND UK)

This material is for general information purposes only and does not constitute or form part of an invitation or offer to issue or sell, or a solicitation of an offer to buy, any security, specific product or services. This
material is only directed at institutional investors and only provided upon their request. The distribution of this material in certain jurisdictions and/or to certain investors may be restricted or prohibited and should
therefore not be relied upon by such persons. Accordingly, this material may not be used in any jurisdiction except under circumstances that will result in compliance with any applicable laws and regulations.
Persons to whom this presentation is communicated should inform themselves about and observe any such restrictions.
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FOR INSTITUTIONAL INVESTORS IN AUSTRALIA ONLY

This material is intended only for use in Australia by “wholesale clients” within the meaning of Corporations Act 2001 (Cth). TCW Australia Pty Ltd ABN 86 630 943 609 AFSL 545329 (TCW Australia) is the distributor
of this material in Australia. TCW Australia holds an Australian Financial Services License (no. 545329) which authorizes it to carry on a financial services business only with respect to wholesale clients. Registered
address: 12 Warrane Road, Roseville Chase NSW 2069 Australia.

FOR INSTITUTIONAL INVESTORS IN THE DIFC ONLY
TCW Asset Management (DIFC) Limited is regulated by the Dubai Financial Services Authority (DFSA). This marketing material is intended only for Professional Clients or Market Counterparties and no other

Person should act upon it.

FOR INSTITUTIONAL INVESTORS IN THE JAPAN ONLY
FOR GENERAL INFORMATIONAL PURPOSES ONLY — TCW Japan, Ltd.; Registration NO.: Director of Kanto Local Finance Bureau (Financial Instruments Business Operator) No.3158; Member of Japan Investment
Advisers Association; Member of Type Il Financial Instruments Firms Association

FOR INSTITUTIONAL INVESTORS IN THE UNITED KINGDOM (UK) ONLY

The investments referred to in this brochure may not be suitable for all investors. It is categorically offered at the request of the recipient who is categorised as a Professional Client or an Eligible Counterparty
under applicable law. This brochure is directed at persons who are classified as Professional clients and Eligible Counterparties only. The distribution of this brochure in certain jurisdictions may require that it
is translated into the official language of those countries. Should any inconsistency arise between the official language version and the English version, the official language version shall prevail for the relevant
investors. Currency movements may affect the value of investments. Investors should also be aware that the value and income of any securities or investments and the price of shares and the income derived from
them, which are mentioned in this brochure, may fall as well as rise. Past performance is not a guarantee to future performance. Under no circumstances should information or any part of it be copied, reproduced
or redistributed. TCW Europe Limited is authorised and regulated by the Financial Conduct Authority: 33 Cork Street, 4th Floor | London W1S 3NQ, UK.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’s investment managers as of December 31, 2024, with
the distribution as of November 30, 2024. The change in asset distribution is broken down into the dollar change due to Net

New Investment and the dollar change due to Investment Return.

Asset Distribution Across Investment Managers

December 31, 2024

November 30, 2024

Market Value Weight  Target Net New Inv. Inv. Return Market Value Weight  Target

Total Equity $365,669,696 68.22% 65.00% $(9,270,287) $(10,231,669) $385,171,653 69.87% 65.00%

U.S. Equity $203,915,748 38.05% 35.00% $(9,065,410) $(8,284,084) $221,265,242 40.14% 35.00%

BR Russell 1000 Index Non-Lend 151,261,600 28.22% (9,000,000) (4,363,701) 164,625,301 29.86%

LSV 26,073,917 4.86% (51,252) (1,899,015) 28,024,184 5.08%

Principal Dynamic Growth 26,580,232 4.96% (14,158) (2,021,367) 28,615,757 5.19%
International Equity $116,921,572 21.81% 23.00% $(39,877) $(1,647,170) $118,608,619 21.52% 23.00%
Developed Markets $95,456,109 17.81% - $(39,877) $(1,616,092) $97,112,078 17.62% -

Silchester 61,294,160 11.44% (39,877) (630,455) 61,964,492 11.24%

Walter Scott 34,161,949 6.37% 0 (985,637) 35,147,586 6.38%
Emerging Markets $21,465,462 4.00% - $0 $(31,078) $21,496,541 3.90% -

BlackRock EM Alpha Tilts 21,465,462 4.00% 0 (31,078) 21,496,541 3.90%

Global Equity/Long Short $24,030,416 448% 4.00% $0 $(300,416) $24,330,831 4.41% 4.00%
ABS Global 24,030,416 4.48% 0 (300,416) 24,330,831 4.41%

Private Equity* $20,801,960 3.88% 3.00% $(165,000) $0 $20,966,960 3.80% 3.00%
Pantheon USA IV 20,827 0.00% 0 0 20,827 0.00%
Pantheon USA VI 133,623 0.02% 0 0 133,623 0.02%

Pantheon USA VII 422,621 0.08% 0 0 422,621 0.08%

Pantheon Europe Fund V A 291,466 0.05% 0 0 291,466 0.05%

Pantheon Global Fund Il 59,955 0.01% 0 0 59,955 0.01%

Pantheon US Select 2014 19,873,468 3.71% (165,000) 0 20,038,468 3.64%

Domestic Fixed-Income $88,411,192 16.50% 19.00% $0 $(1,584,811) $89,996,003 16.33% 19.00%
Prudential Cons Core Bond 39,336,749 7.34% 0 (668,755) 40,005,503 7.26%
Metropolitan West CIT 49,074,443 9.16% 0 (916,056) 49,990,500 9.07%

Absolute Return $36,763,583 6.86% 6.00% $0 $452,017 $36,311,566 6.59% 6.00%
UBS AIS 36,763,583 6.86% 0 452,017 36,311,566 6.59%

Real Assets $35,199,231 6.57% 6.00% $0 $(964,930) $36,164,161 6.56% 6.00%
PIMCO All Asset 35,199,231 6.57% 6.00% 0 (964,930) 36,164,161 6.56%  6.00%

Cash $9,939,237 1.85% 4.00% $6,335,935 $11,853 $3,591,449 0.65% 4.00%
Cash Account 9,939,237 1.85% 6,335,935 11,853 3,591,449 0.65%

Total Fund $535,982,939 100.0% 100.0% $(2,934,353) $(12,317,540) $551,234,832 100.0% 100.0%

*Market values are preliminary and adjust for asset flows.
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Investment Manager Returns

The table below details the rates of return for the fund’s investment managers over various time periods ended December
31, 2024. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended December 31, 2024

Last Last Last Last

Fiscal 12 36 60 84
YTD Months Months Months Months
Total Equity 4.96% 13.48% 4.60% 9.31% 8.64%
U.S. Long Equity 9.07% 21.93% 6.78% 13.57% 12.60%
Russell 3000 Index 9.03% 23.81% 8.01% 13.86% 13.16%
BR Russell 1000 Index Non-Lendable  8.99% 24.49% 8.42% 14.28% 13.59%
Russell 1000 Index 9.00% 24.51% 8.41% 14.28% 13.58%
LSV 7.59% 7.53% 6.48% 9.30% 6.64%
Russell 2000 Value Index 8.98% 8.05% 1.94% 7.29% 6.13%
Principal Dynamic Growth 10.98% 22.62% (1.24%) 14.67% 13.76%
Russell 2500 Growth Index 9.59% 13.90% (0.02%) 8.08% 8.85%
International Equity (1.29%) 1.91% 1.34% 3.61% 3.47%
MSCI ACWI ex US Index 0.05% 6.09% 1.35% 4.61% 4.04%
Developed Markets (1.48%) 0.51% 2.06% 4.07% 4.02%
MSCI EAFE Index (1.44%) 3.82% 1.65% 4.73% 4.10%
Silchester 0.40% 1.21% 5.22% 5.60% 4.24%
MSCI EAFE Val ldx 1.14% 5.68% 5.88% 5.09% 3.45%

Walter Scott (5.05%) (1.43%) - - -
MSCI EAFE Index (1.44%) 3.82% 1.65% 4.73% 4.10%
MSCI EAFE Growth (3.94%) 2.05% (2.58%) 4.00% 4.45%
Emerging Markets (0.90%) 7.91% (1.91%) 1.55% 1.04%

BlackRock EM Alpha Tilts (0.90%) 7.91% (1.91%) 1.55% -
MSCI Emerging Mkts ldx 0.34% 8.05% (1.48%) 2.10% 1.78%
Global Equity/Long Short 6.55% 14.76% 2.83% 5.44% 5.39%
HFRI FOF: Strategic Index 5.10% 11.36% 2.05% 5.30% 4.22%
ABS Global 6.56% 14.95% 4.69% 6.18% 5.54%
MSCI World Index 6.20% 18.67% 6.34% 11.17% 10.24%
Private Equity(1) 0.17% 4.69% 3.44% 14.45% 13.30%
Pantheon USA IV 0.00% 0.00% (3.32%) (0.50%) (0.03%)
Pantheon USA VI 0.75% (5.28%) (6.36%) (9.10%) (8.03%)
Pantheon USA VI 0.20% (6.61%) (2.66%) 7.25% 6.99%
Pantheon Europe Fund V A 3.04% 11.06% (1.31%) 9.46% 12.00%
Pantheon Global Secondary Fund Il 0.00% 0.00% (2.01%) (0.40%) 1.05%
Pantheon US Select 2014 0.20% 5.12% 3.96% 16.22% 16.54%
Private Equity Benchmark(2) 0.17% 4.69% 3.44% 14.45% 13.30%

*Fiscal year starts 7/1 and ends 6/30.
1) Private Equity has a 1 quarter lag in valuation.
2) Private Equity benchmark is a composite of Private Equity performance.
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Investment Manager Returns

The table below details the rates of return for the fund’s investment managers over various time periods ended December
31, 2024. Negative returns are shown in red, positive returns in black. Returns for one year or greater are annualized. The
first set of returns for each asset class represents the composite returns for all the fund’s accounts for that asset class.

Returns for Periods Ended December 31, 2024

Last Last Last Last

Fiscal 12 36 60 84
YTD Months Months Months Months
Domestic Fixed Income 1.98% 1.17% (2.67%) (0.30%) 1.03%
Prudential Cons Core Bond 2.15% 1.65% (2.13%) (0.24%) 1.05%
Metropolitan West Fund (2) 1.90% 0.90% (3.01%) (0.30%) 1.09%
Bimbg Aggregate Index 1.98% 1.25% (2.41%) (0.33%) 0.97%
Absolute Return 6.27% 10.08% 7.24% 7.60% 6.46%
UBS AIS 6.27% 10.08% 7.24% 7.60% 6.46%
HFRI FOF: Conservative Index 3.09% 6.60% 4.01% 5.21% 4.48%
Real Assets 2.09% 4.12% (0.01%) 4.41% 4.34%
PIMCO All Asset Fund 2.09% 4.12% (0.01%) 4.61% 4.22%
Bimbg US TIPS 1-10 1.69% 3.09% (0.10%) 2.69% 2.85%
Cash 2.62% 5.47% 4.19% 2.68% 2.57%
Cash 2.62% 5.47% 4.19% 2.68% 2.57%
3-month Treasury Bill 2.55% 5.25% 3.89% 2.46% 2.35%
Total Fund 4.33% 10.41% 3.19% 7.15% 6.77%
Total Fund Custom Benchmark (1) 4.14% 11.18% 3.18% 7.23% 6.91%

Annual Discount Rate:6.5%

*Fiscal year starts 7/1 and ends 6/30.

%1) The Total Fund Custom Benchmark is 35.0% Russell 3000 Index, 19.0% MSCI ACWI ex-US, 19.0% Bloomberg Aggregrate Index
.0% Norwalk Private Equity, 8.0% HFRI FOF Strategic, 6.0% Bloomberg US TIPS 1-10 Year Index,

6.0% HFRI FOF Conservative, 4% 3-month Treasury Bill.

(2) On August 24, 2022 switched from Mutual Fund to CIT.
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Important Disclosures

Information contained in this document may include confidential, trade secret and/or proprietary information of Callan and the
client. It is incumbent upon the user to maintain such information in strict confidence. Neither this document nor any specific
information contained herein is to be used other than by the intended recipient for its intended purpose.

The content of this document is particular to the client and should not be relied upon by any other individual or entity. There can
be no assurance that the performance of any account or investment will be comparable to the performance information presented
in this document.

Certain information herein has been compiled by Callan from a variety of sources believed to be reliable but for which Callan has
not necessarily verified for accuracy or completeness. Information contained herein may not be current. Callan has no obligation
to bring current the information contained herein.

Callan’s performance, market value, and, if applicable, liability calculations are inherently estimates based on data available at the
time each calculation is performed and may later be determined to be incorrect or require subsequent material adjustment due to
many variables including, but not limited to, reliance on third party data, differences in calculation methodology, presence of illiquid
assets, the timing and magnitude of unrecognized cash flows, and other data/assumptions needed to prepare such estimated
calculations. In no event should the performance measurement and reporting services provided by Callan be used in the
calculation, deliberation, policy determination, or any other action of the client as it pertains to determining amounts, timing or
activity of contribution levels or funding amounts, rebalancing activity, benefit payments, distribution amounts, and/or
performance-based fee amounts, unless the client understands and accepts the inherent limitations of Callan’s estimated
performance, market value, and liability calculations.

Callan’s performance measurement service reports estimated returns for a portfolio and compares them against relevant
benchmarks and peer groups, as appropriate; such service may also report on historical portfolio holdings, comparing them to
holdings of relevant benchmarks and peer groups, as appropriate ("portfolio holdings analysis"). To the extent that Callan’s reports
include a portfolio holdings analysis, Callan relies entirely on holdings, pricing, characteristics, and risk data provided by third
parties including custodian banks, record keepers, pricing services, index providers, and investment managers. Callan reports the
performance and holdings data as received and does not attempt to audit or verify the holdings data. Callan is not responsible for
the accuracy or completeness of the performance or holdings data received from third parties and such data may not have been
verified for accuracy or completeness.

Callan’s performance measurement service may report on illiquid asset classes, including, but not limited to, private real estate,
private equity, private credit, hedge funds and infrastructure. The final valuation reports, which Callan receives from third parties,
for of these types of asset classes may not be available at the time a Callan performance report is issued. As a result, the
estimated returns and market values reported for these illiquid asset classes, as well as for any composites including these illiquid
asset classes, including any total fund composite prepared, may not reflect final data, and therefore may be subject to revision in
future quarters.

The content of this document may consist of statements of opinion, which are made as of the date they are expressed and are not
statements of fact. The opinions expressed herein may change based upon changes in economic, market, financial and political
conditions and other factors. Callan has no obligation to bring current the opinions expressed herein.

The information contained herein may include forward-looking statements regarding future results. The forward-looking
statements herein: (i) are best estimations consistent with the information available as of the date hereof and (ii) involve known
and unknown risks and uncertainties. Actual results may vary, perhaps materially, from the future results projected in this
document. Undue reliance should not be placed on forward-looking statements.

Callan is not responsible for reviewing the risks of individual securities or the compliance/non-compliance of individual security
holdings with a client’s investment policy guidelines.

This document should not be construed as legal or tax advice on any matter. You should consult with legal and tax advisers
before applying any of this information to your particular situation.

Reference to, or inclusion in this document of, any product, service or entity should not necessarily be construed as
recommendation, approval, or endorsement or such product, service or entity by Callan. This document is provided in connection
with Callan’s consulting services and should not be viewed as an advertisement of Callan, or of the strategies or products
discussed or referenced herein.

The issues considered and risks highlighted herein are not comprehensive and other risks may exist that the user of this

document may deem material regarding the enclosed information. Please see any applicable full performance report or annual
communication for other important disclosures.
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Unless Callan has been specifically engaged to do so, Callan does not conduct background checks or in-depth due diligence of
the operations of any investment manager search candidate or investment vehicle, as may be typically performed in an
operational due diligence evaluation assignment and in no event does Callan conduct due diligence beyond what is described in
its report to the client.

Any decision made on the basis of this document is sole responsibility of the client, as the intended recipient, and it is incumbent
upon the client to make an independent determination of the suitability and consequences of such a decision.

Callan undertakes no obligation to update the information contained herein except as specifically requested by the client.

Past performance is no guarantee of future results.
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CavMac

Actuarial Consulting Services

December 23, 2024

Board of Trustees

City of Norwalk Pension Plans
125 East Avenue

Norwalk, CT 06851

Members of the Board:

We are pleased to submit the results of an investigation of the economic and demographic experience for
the City of Norwalk Pension Plans. The purpose of the investigation was to assess the reasonability of
the actuarial assumptions for the plans and recommend adjustments where necessary. The actuarial
assumptions are used by the actuary to provide a best estimate of the value.of all benefits expected to be
paid by the plans over future years. The valuation uses various methods in determining the required
funding necessary to accumulate a sufficient amount of assets to fully fund the expected benefit
payments.

This experience study covers the four-year period from July 1, 2019 to June 30, 2023. We have analyzed
the valuation data provided over this period and assessed the performance of all economic and
demographic assumptions utilized in the actuarial valuations over.the study period. As a result of the
investigation, it is recommended that several modifications to the current assumptions be adopted by the
Board for future use. Specifically, we recommend modifications to the assumed demographic rates of
withdrawal, disability, retirement, and mortality. We also recommend a change in the rate of inflation but
do not recommend any further adjustments to the economic assumptions (e.g., investment rate of return,
payroll growth assumption) as they remain reasonable in our opinion. Changing the actuarial
assumptions will not change the actual cost of future benefits but will impact the measurement of the
expected value . of future benefits and the required contributions to maintain actuarial soundness.

This report provides details® of the analysis and reasoning for recommended modifications to the
assumptions. The analysis of demographic assumptions primarily focuses on the comparison of the
actual-and expected cases of separation from active service due to withdrawal, disability and retirement,
actual and expected number of deaths, and actual and expected salary increases above wage inflation.
Several of the tables included in the report are based on current assumed rates and, for comparison
purposes, the new proposed rates.

Use of the new assumptions, when adopted by the Board, will commence with the June 30, 2024
valuation and are suitable for use until further experience indicates that additional modifications are
necessary.

ATLANTA OFFICE | 3550 Busbee Parkway | Suite 250 | Kennesaw, GA 30144
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Members of the Board
December 23, 2024
Page 2

In order to prepare the measurement of the impact on liabilities in this report, we have utilized actuarial
models that we developed to measure liabilities and develop actuarial costs. These models include tools
that we have produced and tested, along with commercially available valuation software that we have
reviewed to confirm the appropriateness and accuracy of the output. In utilizing these models, we
develop and use input parameters and assumptions about future contingent events along with recognized
actuarial approaches to develop the needed results.

We hereby certify that, to the best of our knowledge and belief, thisreport is complete and accurate and
has been prepared in accordance with generally recognized and accepted actuarial principles and
practices which are consistent with the principles prescribed by the Actuarial Standards Board (ASB) and
the Code of Professional Conduct and Qualification Standards for Public Statements of Actuarial Opinion
of the American Academy of Actuaries.

We further certify that, in our opinion, the assumptions developed in this report satisfy Actuarial Standards
of Practice, in particular, No. 27 (Selection of Economic Assumptions for Measuring Pension Obligations)
and No. 35 (Selection of Demographic and Other Non-economic Assumptions for Measuring Pension
Obligations).

We note that as we prepare this report, the world has been in a pandemic during much of the experience
study period. We have taken this into consideration .as we reviewed the experience, particularly
regarding mortality, retirement, termination, disability, and salary increase patterns. While we do not
believe that there is yet sufficient data to warrant the significant modification of any of our assumptions
specifically due to COVID-19, we will continue to monitor the emerging data and advise the Board in the
future of any adjustments that we believe would be appropriate.

The experience investigation was performed by, and under the supervision of, independent actuaries who
are members of the American Academy of Actuaries with experience in performing valuations for public
retirement systems. The undersigned meet the Qualification Standards of the American Academy of
Actuaries to render the actuarial opinion contained herein.

Respectfully submitted,

Sl d ) KB S mr@% ‘

Edward J. Koebel, FCA, EA, MAAA Ben Mobley, ASA, FCA, MAAA
Chief Executive Officer Consulting Actuary
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SECTION I: EXECUTIVE SUMMARY

The purpose of an actuarial valuation is to provide the best estimate of the expected future costs of a
retirement system. An actuarial valuation for each of the City of Norwalk Pension Plans is prepared
annually to determine the actuarial contribution rates required to fund the system on an actuarial reserve
basis, (i.e., the current assets plus future contributions, along with investment earnings will be sufficient to
provide the benefits promised by the system). The valuation requires the use of certain assumptions with
respect to the occurrence of future events, such as rates of investment return, death, termination of
employment, retirement age, and salary changes to estimate the obligations of the system.

The basic purpose of an experience study is to determine whether the actuarial assumptions currently in
use have adequately anticipated the actual emerging experience. This information, along with the
professional judgment of Plan personnel and advisors, s used to evaluate the appropriateness of
continued use of the current actuarial assumptions. When analyzing experience and assumptions, it is
important to recognize that actual experience is reported in the short term while assumptions are intended
to be long-term estimates of experience. Therefore, actual experience is expected to vary from study
period to study period, without necessarily indicating a change in assumptions is needed.

CavMac has performed a study of the' experience of the plans for the four-year period ending
June 30, 2023. This report presents the results, analysis, and resulting recommendations of our study. It
is anticipated that the changes, if approved, will first be reflected in the June 30, 2024 actuarial valuation.

These assumptions have been developed in' accordance with generally recognized and accepted
actuarial principles and practices that are consistent with the applicable Actuarial Standards of Practice
adopted by the Actuarial Standards Board (ASB).  While the recommended assumptions represent our
best estimate of future experience, there are other reasonable assumption sets that could be supported
by the results of this experience study. Those other sets of reasonable assumptions could produce
liabilities and costs that are either higher or lower.

Our Philosophy

Similar to an actuarial valuation, the calculation of actual and expected experience is a fairly mechanical
process, and differences between actuaries in this area are generally minor. However, the setting of
assumptions differs, as it is more art than science. In this report, we have recommended changes to
certain assumptions. To explain our thought process, we offer a brief summary of our philosophy:

e Do Not Overreact: When we see significant changes in experience, we generally do not
adjust our/rates to reflect the entire degree of difference. We will typically recommend rates
somewhere between the old rates and the new experience. If the experience during the next
study. period shows the same result, we will probably recognize the trend at that point in time
or at least move further in the direction of the observed experience. On the other hand, if
experience returns closer to its prior level, we will not have overreacted, possibly causing
volatility in the actuarial contribution rates.

g CiTY OF NORWALK PENSION PLANS PAGE | 1
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SECTION I: EXECUTIVE SUMMARY

e Anticipate Trends: If there is an identified trend that is expected to continue, we believe that
this should be more fully recognized. An example is the retiree mortality assumption. It is an
established trend that people are living longer. Therefore, we believe the best estimate of
liabilities in the valuation should reflect the expected increase in life expectancy.

o Simplify: In general, we attempt to identify which factors are significant and eliminate or
ignore the ones that do not materially improve the accuracy of the liability projections.

The following summarizes the findings and recommendations with regard to the assumptions utilized for
the plans. Detailed explanations for the recommendations are found in the sections that follow.

Recommended Economic Assumption

Economic assumptions are some of the most visible and significant assumptions used in the valuation
process. The items in the broad economy modeled by these assumptions can be very volatile over short
periods of time, as clearly seen in the economic.recovery from the pandemic in 2021 followed by the
downward trend in global markets in 2022." Our goal is to.focus on the emerging long-term trends in the
midst of this volatility so that we can then apply reasonable assumptions.

Most of the economic assumptions used by actuaries are developed through a building-block approach.
For example, the expected return on assets is based.on the expectation for inflation plus the expected
real return on assets. As this is usually the most significant source of annual gains and losses to a
mature pension plan, itis important that each of these components, inflation and real return, are primarily
based on long-term future expectation and not the short-term historical performance.

At the core of‘the economic assumptions-is-the inflation assumption. As we discuss later in the report,
although the plans have experienced higher than normal inflation recently due to the recovery from the
pandemic, we believe thatlong-term inflation will settle back down in the pre-pandemic 2.50% range.
Therefore, we are recommending that the price inflation assumption be reduced from 2.60% to
2.50%.

We are recommending that the long-term expected return on assets assumption remain at 6.50%,
reflecting the 2.50% inflation assumption and a 4.00% real rate of return assumption. This will be
discussed in detail later in this report, but a real rate of return of 4.00% is supported by the forecasting
models developed using the 41 sets of capital market assumptions included in the Horizon Actuarial
Services, LLC. Survey conducted in 2024 and the Board’s target asset allocation.

We are also recommending that the general wage inflation assumption be set at a rate of 3.00%.
Although therehave been higher rates of wage inflation in the last two years, it is primarily attributable to
higher than expected inflation rather than the real (above price inflation) rate of wage increases. Please
note that we are not sure of the current assumption as it was not disclosed in the prior actuary’s report.

g CiTY OF NORWALK PENSION PLANS PAGE | 2
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SECTION I: EXECUTIVE SUMMARY

We are also recommending that the payroll growth assumption used for the amortization increase
rate for the City’s Police and Fire Plans be continued at a rate of 2.75%. We believe this is a
reasonable assumption to use in the amortization of the unfunded accrued liability under the level
percentage of payroll amortization method.

Actuarial Methods

The basic actuarial methodologies used in the valuation process include the:

e Actuarial Cost Method
e Asset Valuation Method
e Amortization Method

Based on our review, discussed in full detail in Section Ill of this report, we recommend no
changes in these actuarial methods at this time, except we are recommending the City consider
going to separate base amortization for any new gains or losses, due to plan experience,
assumption changes or benefit changes for the Police and Fire Plans.

Section Il of this report discusses the actuarial methods.

Recommended Demographic Assumption Changes

In the experience study, actual demographic experience for the study period is compared to that expected
based on the ‘current actuarial assumption: - Comparing the actual incidence of the event to what was
expected (called the Actual-to-Expected ratio, or A/E ratio) then provides the basis for our analysis.

Mortality-is perhaps the most important demographic assumption when valuing the liabilities of a pension
plan. The issue of future mortality improvement is one that the actuarial profession has become
increasingly focused on studying in. recent years. There have been significant improvements in longevity
in the past, although there are different opinions about future expectations. We believe it is prudent to
anticipate that this trend will continue to some degree in the future.

The plans currently reflect mortality improvements with the use of a generational mortality approach. This
approach directly anticipates future improvements in mortality by using a different set of mortality rates for
each year of birth, with the rates for later years of birth assuming lower mortality rates than the rates for
earlier years of birth. The varying mortality rates by year of birth create a series of tables that contain
“built-in” mortality improvements, e.g., a member who turns age 65 in 2045 has a longer life expectancy
than a member who turns age 65 in 2025. When using generational mortality, the A/E ratios for the
observed experience are set near 100% since future mortality improvements will be taken into account
directly in the actuarial valuation process.

g CiTY OF NORWALK PENSION PLANS PAGE | 3
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SECTION I: EXECUTIVE SUMMARY

The current mortality assumptions are based on the RP-2014 family of mortality tables using a
generational mortality approach as described above. The Society of Actuaries (SOA) has recently
published new mortality tables developed exclusively from public sector retirement system experience.
We are recommending changes in the mortality assumptions to be based on the new Pub-2010
family of mortality tables that match the Connecticut Municipal Employees Retirement System.
These published mortality tables will be discussed in the demographic section of this report.

The following is a list of other recommended changes to the demographic assumptions for the City.
¢ Retirement: Recommend increasing rates of retirement for the Police Plan and extending
rates of retirement to age 48 for the Fire Plan and other slight modifications to better

match retirement experience.

o Disability: Recommend increase in the rates of disability for the Police Plan as experience
has shown much more actual disability retirements than expected.

e Withdrawal: Recommend simplifying rates of withdrawal for all plans to a service-based
table and recommend increases to the Police Plan to better match the experience.

e Merit Salary Scale: Recommend no change.in the merit salary scale as we believe the
higher than expected recent increase in salaries has been due to the inflationary recovery

from the pandemic.

Section IV of this report provides additional details of these recommended changes.
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SECTION I: EXECUTIVE SUMMARY

Financial Impact

Although the assumption changes, if approved, will first be reflected in the June 30, 2024 valuation, we
have provided the following table which highlights the impact of the recommended changes on the
unfunded actuarial accrued liability (UAAL), amortization period, actuarially determined employer
contribution (ADEC), and funded ratio based on the June 30, 2023 valuation results.

Summary of Results
($ in Thousands)

June 30, 2023 With Recommended

City Plan

Valuation Assumptions
Discount Rate 6.50% 6.50%
UAAL $63,346 $58,878
Amortization Period 13.0 years 13.0 years
Funding Ratio 77.8% 79.1%
ADEC
Normal Cost $1,425 $1,599
Amortization Payment 6,568 6,105
Interest 200 193
Total ADEC $8,193 $7,897

Food Service Plan

June 30, 2023

With Recommended

Valuation Assumptions
Discount Rate 6.50% 6.50%
UAAL $1,697 $1,648
Amortization Period 13.0 years 13.0 years
Funding Ratio 68.3% 68.9%
ADEC
Normal Cost $114 $117
Amortization Payment 176 171
Interest 7 7
Total ADEC $297 $295
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Y

With Recommended

June 30, 2023

Police Plan Valuation Assumptions |
Discount Rate 6.50% 6.50%
UAAL $56,719 $60,740
Amortization Period 13.0 years 13.1 years
Funding Ratio 72.0% 70.6%
ADEC
Normal Cost $1,506 $1,692
Amortization Payment 5,362 5,702
Interest 257 277
Total ADEC $7,125 $7,671

Fire Plan

June 30, 2023

With Recommended

Valuation Assumptions
Discount Rate 6.50% 6.50%
UAAL $41,039 $43,662
Amortization Period 13.0 years 13.1 years
Funding Ratio 74.6% 73.4%
ADEC
Normal Cost $1,112 $1,302
Amortization Payment 3,879 4,101
Interest 187 203
Total ADEC $5,178 $5,606

CiTY OF NORWALK PENSION PLANS

EXPERIENCE STUDY FOR THE FOUR-YEAR PERIOD ENDING JUNE 30, 2023

PAGE | 6

Page 57 of 92



SECTION IlI: ECONOMIC ASSUMPTIONS

There are four economic assumptions used in the actuarial valuations performed for the plans. They are:

e Price Inflation

¢ Investment Return
o Wage Inflation

e Payroll Growth

Note that future price inflation has an indirect impact on the results of the actuarial valuation through the
development of the assumptions for investment return and the rates of salary increases. However, it is
not directly used in the valuation process.

Actuarial Standard of Practice (ASOP) No. 27, “Selection of Economic Assumptions for Measuring
Pension Obligations” provides guidance to actuaries in selecting economic assumptions for measuring
obligations under defined benefit plans. ASOP No. 27 was revised in September, 2013 and no longer
includes the concept of a “best estimate range”. Instead, the revised standard now requires that each
economic assumption selected by the actuary should be reasonable which. means it has the following
characteristics:

e |tis appropriate for the purpose of the measurement;

o ltreflects the actuary’s professional judgment;

e |t takes into account historical and current economic data that is relevant as of the measurement
date;

o It reflects the actuary’s estimate of future experience, the actuary’s observation of the estimates
inherent in-market data, or a'.combination thereof; and

e It has no significant bias/(i.e., it is not significantly optimistic or pessimistic), except when
provisions for adverse deviation or plan-provisions that are difficult to measure are included and
disclosed, or when altérnative assumptions are used for the assessment of risk.

Each-economic assumption should individually satisfy this standard. Furthermore, with respect to any
particular valuation, each economic assumption should be consistent with every other economic
assumption over the measurement period.

In our opinion, the economic assumptions recommended in this report have been developed in
accordance with ASOP No. 27. The following table shows our recommendations followed by detailed
discussions of each assumption.
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Item Current Proposed

Price Inflation 2.60% 2.50%
Real Rate of Return* 3.90 4.00

Investment Return 6.50% 6.50%
Price Inflation 2.60% 2.50%
Real Wage Rate N/A 0.50

Wage Inflation N/A 3.00%
Payroll Growth 2.75% 2.75%

* net of investment expenses.
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Inflation

The assumed rate of inflation is the expectation of the long-term annual rate of increase in the Consumer
Price Index and is a component of all economic assumptions. This is also called price inflation.

It is important that the inflation assumption be consistently applied throughout the economic assumptions
utilized in an actuarial valuation. This is called for in ASOP No. 27<and is also required to meet the
parameters for determining pension liabilities and expense under.Governmental Accounting Standards
Board (GASB) Statements No. 67 and 68.

The long-term relationship between price inflation and investment return has long been recognized by
economists. The basic principle is that the investor demands a more or less level “real return” — the
excess of actual investment return over price inflation. [f inflation rates are expected to be high,
investment return rates are also expected to be high, while low inflation rates are expected to result in
lower expected investment returns, at least in the long run.

The current price inflation assumption is an assumed annual rate of 2.60%.
Past Experience
The Consumer Price Index, US City Average, All Urban‘Consumers, CPI (U), has been used as the basis

for reviewing historical levels of price. inflation. The table below provides historical annualized rates and
annual standard deviation of the CPI-U over periods ending June 30th.

Number of Annualized Rate = Annual Standard

Period

Years of Inflation Deviation
1933 — 2023 90 3.60% 3.40%
1973 — 2023 50 3.10% 3.90%
1983 - 2023 40 2.80% 1.76%
1993 — 2023 30 2.50% 1.86%
2003 - 2023 20 2.60% 2.23%
2013 ~2023 10 2.70% 2.67%

The following graph illustrates the historical levels of price inflation measured as of June 30th of each of
the last 50 years and compared to the current 2.60% annual rate currently assumed.
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Annual CPI(U) Increases
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As can be seen from the table on the previous page, over the last 30 years, the average annual rate of
increase in the CPI-U has been just over 2.50%. The higher annual rates over the past two years have
increased this average.

Forecasts

Based upon information contained in the “Survey of Professional Forecasters” for the fourth quarter of
2024 as published by the Philadelphia Federal Reserve Bank, the median expected annual rate of
inflation for the next ten years is 2.23%. Although 10 years of future expectation is too short of a period
for the basis of our inflation assumption, the information does provide some evidence that the consensus
expectations of these experts are for rates of inflation slightly less than our current assumption of 2.60%
for the near-term future.

The spread between the yield on treasury securities (bonds) and the inflation indexed yield on Treasury
Inflation Protected Securities (TIPS) of the same maturity is referred to as the “breakeven rate of inflation”
and represents the bond market’s expectation of inflation over the period to maturity.
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The table below provides the breakeven rates of inflation as of the beginning of December 2024.

Years to Breakeven Rate of
Maturity Inflation

10 2.24%

20 2.45%

30 2.29%

The bond market’'s expectation for the rate of inflation over.the 30-year period.is 2.29% which is lower
than 30-year historical annualized rates and the current 2.60% assumed rate of inflation.

Social Security Administration

Although many economists forecast lower inflation than the assumption used by most retirement plans,
they are generally looking at a shorter time horizon than is appropriate for a pension valuation. To
consider a longer, similar time frame, we looked at the expected increase in the CPI by the Office of the
Chief Actuary for the Social Security Administration. In the 2024 annual report, the projected ultimate
average annual increase in the CPI over the next 75 years was estimated to be 2.40%, under the
intermediate (best estimate) cost assumption.” The range of inflation assumptions used in the Social
Security 75-year modeling, which includes a low and_ high-cost scenario, in addition to the intermediate
cost projection, was 1.80% to 3.00%. These rates remained unchanged from their 2023 annual report.

Peer Comparison

While we do not recommend the selection of any assumption based on what other systems use, it does
provide another set of relevant information to consider. The following chart shows the inflation rate
assumptions of 124 systems in the Research Database of the National Association of State Retirement
Administrators (NASRA) for FY 2023 data. Based on the current data, the average inflation assumption
is2.46%. The assumptions are from actuarial valuations reported in FYE 2023. Although actual inflation
spiked after the recovery from the pandemic, we have not really seen many plans increasing this
assumption as we believe most systems expect long-term inflation to return to rates at or near where the
Federal Reserve is targeting.
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Inflation Frequency Chart
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Recommendation

Inflation’s short-term volatility has increased in the short-term, however, the longer-term annualized rate
of inflation has remained relatively stable. Although the 10-year average of 2.70% and the 30-year
average of 2.50% are slightly above and below the System’s assumed rate of 2.60% respectively, the
forecasts are for rates of inflationdess than the assumption over the next 30 years. Further, the monetary
policy of the Federal Reserve_continues to target a 2.0% annual rate of inflation as measured by the rate
of change in Personal Consumption Expenditures (PCE). Since the year 2000, the rate of change in the
PCE has been 0.3% to 0.4% less than the rate of inflation as measured by the change in the CPI (U). We
concur with these forecasts and.recommend lowering the inflation assumption for the System from 2.60%
t0 2.50%.

Price Inflation Assumption

Current 2.60%

Recommended 2.50%
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Investment Rate of Return

Background

The assumed investment return is one of the most significant assumptions in the annual actuarial
valuation process as it is used to discount the expected benefit payments for all active, inactive and
retired members. Minor changes in this assumption can have a major impact on valuation results. The
investment return assumption should reflect the asset allocation target for the funds as established by the
Board.

The current assumption is 6.50%, consisting of a price inflation assumption of 2.60% and a real rate of
return assumption of 3.90%.

Long Term Perspective

Because the economy is constantly changing, assumptions about what may occur in the near term are
volatile. Asset managers and investment consultants usually focus on this near-term horizon in order to
make prudent choices regarding how to invest the trust funds. For actuarial calculations, we typically
consider very long periods of time. For example, a newly-hired employee who is 25 years old may work
for 35 years, to age 60, and live another 30 years, to.age 90 (or longer). The retirement system would
receive contributions for the first 35 years and then pay out benefits for the next 30 years. During the
entire 65-year period, the system is investing assets related to the member. For such a typical career
employee, more than one-half of the investment income earned on assets accumulated to pay benefits is
received after the employee retires. In addition, in an open, ongoing system like the Police and Fire
Plans, the stream of benefit payments.is continually increasing as new hires replace current members
who leave covered employment due to death, termination of employment, and retirement. This difference
in the time horizon used by actuaries and investment consultants is frequently a source of debate and
confusion when setting economic assumptions.
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Historical Rates

The following table shows the actual and average money-weighted returns, net of investment expenses
for the City Plan (the other plans have similar results) over the past five years.

Annual Money-Weighted Rate

Year Ended June 30: of Return, Net of Investment

Expense

2020 2.11%

2021 27.74%

2022 -11.26%

2023 9.20%

2024 11.40%
Average 7.84%

The results above certainly demonstrate the volatility that occurs from year to year in market returns for
the City and it shows that over this period, the City has seen better than expected returns which help
offset assumption changes and/or experience losses However, while.important to review and analyze,
historical returns over such a short time period are not credible for the purpose of setting the long-term
assumed future rate of return.

Future Expectation Analysis

ASOP 27 provides that the actuary/may rely on outside experts in setting economic assumptions. For a
broad view of‘expected returns, we reviewed the Survey of Capital Market Assumptions: 2024 Edition
produced by Horizon Actuarial Services, LLC to see what investment professionals are currently
developing for expected returns. The Horizon survey includes both 10-year and 20-year timeframe for
capital _market assumptions. However, we believe the 20-year timeframe is more practical when
forecasting because the majority of the present value of liability is within the first 20 years of our valuation
date. Using the current Plan target asset allocation, we determine the estimated 20-year annual
expected rate of return at the 50" percentile to be 7.37%. The average annual rate price inflation
assumption over the 20-year period in the Horizon Survey is 2.44%.
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Statistical Analysis of Expected Real Return Distribution

Mean Rates of Real Return by Percentile
Rates of Standard
Real Deviation
Return
1 5.68% 13.15% -14.48% -3.55% 4.87% 14.01% 28.59%
5 5.03% 5.83% -4.27% 1.02% 4.87% 8.86% 14.88%
10 4.95% 4.12% -1.68% 2.13% 4.87% 7.68% 11.85%
20 4.91% 2.91% 0.19% 2.92% 4.87% 6.85% 9.76%
30 4.89% 2.37% 1.03% 3.28% 4.87% 6.48% 8.84%
50 4.88% 1.84% 1.89% 3.63% 4.87% 6.11% 7.94%

Adding in the recommended inflation assumption of 2.50%, the median annual return expected using the
Horizon survey is 7.37% for the 20-year timeframe. The 2024 survey average expected return on a
hypothetical plan decreased 0.16% from the 2023 expectation.

Peer Comparison

The following chart shows the nominal investment return assumptions of 124 plans from the National
Association of State Retirement Administrators (NASRA) Issue Brief entitled, “Public Pension Plan
Investment ReturnAssumptions”, updated March. 2023. The median nominal investment return from this
survey is 7.00%:

Investment Return Frequency Chart
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Recommendation

By actuarial standards, we are required to maintain a long-term perspective in setting all assumptions,
including the investment return assumption. Therefore, we believe actuaries must be careful not to let
recent experience or short-term expectations excessively impact our judgment regarding the
appropriateness of the current assumption over the long term.

There has been a significant trend in lowering the investment return‘assumption for pension plans across
the country. According to the March, 2024 NASRA Issue Brief, the median return assumption has
decreased from 8.00% in 2010 to 7.00% in 2023. We continue to favor an assumption which is less than
the median rate of return based on current capital market assumptions for.the longer timeframes and
recommend no change to the current 6.50% annual rate of investment return assumption.

Below is a breakdown of the building block approach as recommended under ASOP No. 27.

Investment Return Assumption

Current Recommended

Real Rate of Return* 3.90% 4.00%

Inflation 2.60 2.50
Net Investment Return 6.50% 6.50%

* net of investment expenses:
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Wage Inflation

Background

The wage inflation assumption is composed of the price inflation assumption and an assumption for the
real rate of wage increases. The salary increase assumption combines the wage inflation assumption
with an assumption for promotion and longevity, often called merit increases. Merit assumptions are
generally age and/or service related and will be dealt with in the demographic assumption section of .the
report. The excess of wage growth over price inflation is also considered the increase in productivity that
labor provides.

Please note that we are not sure of the current wage inflation assumption‘as it was not disclosed in the
prior actuary’s report.

Past Experience

The Social Security Administration maintains data on overall average wage growth in the United States
and publishes the National Average Wage Index (NAWI). While this is the most comprehensive data
available, it is based on all wage earners in the country so it .can be influenced by the mix of jobs as well
as by changes in certain sectors of the workforce that may-not be seen by all segments.

Below is historical information on real wage inflation which use the National Average Wage Index and
inflation as measured by CPI (W)." Currently, this wage data is only available through the calendar year
2023. We remove._the rate of price inflation as measured by CPI (W) for each year from the data to
review the historical real rate of wage inflation.
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Wage Inflation vs CPI-W by Calendar Years Beginning 1973
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Based on the data in thechart above, it is difficult to assess a clear trend in the real rate of wage growth
for our purposes. The recent historical impact of the pandemic on both wages and inflation are clearly
evident in the recent rates.

Historical Data of Real Wage Growth Rate

Ending Wage Price Real Wage
12/31/2023 Inflation Inflation Growth
10 Yr 4.03% 2.57% 1.46%
20 Yr 3.41% 2.52% 0.89%
30 Yr 3.59% 2.47% 1.11%
40 Yr 3.76% 2.76% 1.00%
50 Yr 4.44% 3.91% 0.53%

Over the 50-year period ending 12/31/2023, the annual real wage growth rate was negative 16 of the 50
years, nearly one-third of the time. This is commonly due to the lag in the rates of wage increases
compared to rates of price inflation. For our purposes, we favor the longer term annualized rates of real
wage growth when considering this historical data in general.
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The City’s recent salary data over the study period for all plans is not useful for assessing the real rate of
“across the board” wage increases due to the extreme rates of price inflation over the‘period. Any actual
experience resulting in higher than expected rates of salary increases is attributable to the difference in
the actual and expected rate of price inflation and not the assumed rate of real wage growth.

Recommendation

We are recommending setting the rate of real wage growth to 0.50% and adding it to the proposed 2.50%
rate of price inflation assumptions results in an assumed rate of wage inflation of 3.00%.

Wage Inflation Assumption

Recommendation
Price Inflation 2.50%
Real Wage Growth 0.50%
Wage Inflation 3.00%
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Payroll Growth for Amortization Method

For all four pension plans, the current amortization of the Unfunded Accrued Liabilities (UAL) is based on
the assumption of increasing payroll, called the level percentage of payroll amortization methodology.
Therefore, the valuation requires an assumption regarding future annual‘increases in total covered
payroll.

Since the City and Food Service Plans are closed to new members, payroll is expected to decline.
Several years ago, these plans began to decrease this payroll growth assumption annually by 0.25% until
it reaches 0% for the 2027 valuation. At that point, the amortization methodology will be the level dollar
amortization.

Since the Police and Fire Plans are still open to new members and total payroll is expected to continue to
increase, the assumption for payroll growth is currently 2.75%.

We recommend the payroll growth assumption be retained at 2.75% for the Police and Fire Plans
and remain on the current declining schedule for the City and Food Service Plans.
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Actuarial Cost Method

There are various actuarial cost methods, each of which has different characteristics, advantages and
disadvantages. However, Governmental Accounting Standard Board (GASB) Statement Numbers 67
and 68 require that the Entry Age Normal cost method be used for financial reporting.  Most systems do
not want to use a different actuarial cost method for funding and financial reporting. In addition; the Entry
Age Normal method has been the most common funding method for public systems for many years. This
is the cost method currently used by the plans.

The rationale of the Entry Age Normal (EAN) cost method is'that the cost of each member’s benefit is
determined to be a level percentage of their salary from date of hire to the end of their employment with
the employer. This level percentage multiplied by the member’s annual salary is referred to as the normal
cost and is that portion of the total cost of the employee’s beneéfit that is allocated to the current year. The
portion of the present value of future benefits allocated to the future is determined by multiplying this
percentage times the present value of the member’s assumed earnings for all future years including the
current year. The Entry Age Normal actuarial accrued liability is then developed by subtracting from the
present value of future benefits that portion of costs allocated to the future. To determine the unfunded
actuarial accrued liability, the value of plan assets is subtracted from the Entry Age Normal actuarial
accrued liability. The current year’s cost to amortize the unfunded actuarial accrued liability is developed
by applying an amortization factor.

It is to be expected that future events will not occur exactly as anticipated by the actuarial assumptions in
each year. Actuarial gains/losses from experience under this actuarial cost method can be directly
calculated and are’ reflected as a decreasel/increase in the unfunded actuarial accrued liability.
Consequently, the gain/loss results in a decrease/increase in the amortization payment, and therefore the
contribution rate.

Considering that the Entry Age Normal cost method is the most commonly used cost method by public
plans, that it develops a normal cost rate that tends to be less volatile and is the required cost method
under calculations required by. GASB disclosures, we recommend use of the Entry Age Normal
actuarial cost method be continued.
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Actuarial Value of Assets

In preparing an actuarial valuation, the actuary must assign a value to the assets of the fund. An adjusted
market value is often used to smooth out the volatility that is reflected in the market value of assets. This
is because most employers would rather have annual costs remain relatively'smooth, as a percentage of
payroll or in actual dollars, as opposed to a cost pattern that is extremely volatile.

The actuary does not have complete freedom in assigning this value. The Actuarial Standards Board
also has basic principles regarding the calculation of a smoothed asset value, Actuarial Standard of
Practice No. 44 (ASOP 44), Selection and Use of Asset Valuation Methods for Pension Valuations.

ASOP 44 provides that the asset valuation method should bear a reasonable relationship to the market
value. Furthermore, the asset valuation method should be likely to satisfy both of the following:

e Produce values within a reasonable range around market value, AND
e Recognize differences from marketvalue in.a reasonable amount of time.

In lieu of both of the above, the standard will be met if either of the following requirements is satisfied:

e There is a sufficiently narrow range around the market value, OR
e The method recognizes.differences from market value in a sufficiently short period.

These rules or principles prevent the asset valuation methodology from being used to manipulate annual
funding patterns. No matter what asset valuation method is used, it is important to note that, like a cost
method or actuarial assumptions, the asset valuation method does not affect the true cost of the plan; it
only impacts the incidence of cost.

The current asset valuation‘method for the plans determines the actuarial value of assets at the valuation
date as.the expected actuarial value at the end of the year adjusted 20% toward the actual market value.
If the market value if higher than the expected actuarial value, the adjustment increases the actuarial
value by 20% of the difference and vice versa when market value is lower than the expected actuarial
value. In our opinion, this method, called the 20% write-up method, is among the least volatile smoothing
methods typically in use.

The current 20% write-up method used by the plans is acceptable by ASOP 44 standards and we
recommend no change in this methodology.
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Amortization of the Unfunded Actuarial Accrued Liability

The actuarial accrued liability is the portion of the actuarial present value of future benefits that are not
included in future normal costs. Thus, it represents the liability that, in theory, should have been funded
through normal costs for past service. Unfunded actuarial accrued liability (UAAL) exists when the
actuarial accrued liability exceeds the actuarial value of plan assets. These deficiencies can result from:

(i) plan improvements,
(i) experience that is less favorable than expected, or
(iii) assumption changes that increase liabilities.

There are a variety of different methods that can be used to amortize the UAAL. Each method results in
a different payment stream and, therefore, has cost implications. For each methodology, there are three
characteristics:

e The period over which the UAAL is amortized,
e The rate at which the amortization payment increases, and
e The number of components of UAAL (separate amortization bases).

Amortization Period: The amortization period can be either closed or open. Ifit is a closed amortization
period, the number of years remaining in the amortization period declines by one in each future year.
Alternatively, if the amortization. period is an open or rolling period, the amortization period does not
decline but is reset to the.same number each year. This approach essentially “refinances” the System’s
debt (UAAL) every year

Amortization Payment: The level dollar amortization method is similar to the method in which a
homeowner pays off a mortgage. The liability, once calculated, is financed by a constant fixed dollar
amount, based on the amortization period until the liability is extinguished. This results in the liability
steadily decreasing while the payments, though remaining level in dollar terms, in all probability decrease
as a percentage of payroll. (Even if a plan sponsor's population is not growing, inflationary salary
increases will usually be sufficient to increase the aggregate covered payroll).

The rationale behind the level percentage of payroll amortization method is that since normal costs are
calculated to be a constant percentage of pay, the unfunded actuarial accrued liability should be paid off
in the same manner. When this method of amortizing the unfunded actuarial accrued liability is adopted,
the initial amortization payments are lower than they would be under a level dollar amortization payment
method, but the payments increase at a fixed rate each year so that ultimately the annual payment far
exceeds the level dollar payment. The expectation is that total payroll will increase at the same rate so
that the amortization payments will remain constant, as a percentage of payroll. In the initial years, the
level percentage of payroll amortization payment is often less than the interest accruing on the unfunded
actuarial accrued liability meaning that even if there are no experience losses, the dollar amount of the
unfunded actuarial accrued liability will grow (called negative amortization). This is particularly true if the
plan sponsor is paying off the unfunded actuarial accrued liability over a long period, such as 20 or more
years.
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Amortization Bases: The UAAL can be amortized either as one single amount or as components or
“layers”, each with a separate amortization base, payment and period. If the UAAL .is amortized as one
amount, the UAAL is recalculated each year in the valuation and experience gains/losses or other
changes in the UAAL are folded into the single UAAL amortization base. The amortization payment is
then the total UAAL divided by an amortization factor for the applicable amortization period.

If separate amortization bases are maintained, the UAAL is composed of multiple amortization bases,
each with its own payment schedule and remaining amortization period. In each valuation, the
unexpected change in the UAAL is established as a new amortization base over the appropriate
amortization period beginning on that valuation date. The UAAL is then the sum of all of the outstanding
amortization bases on the valuation date and the UAAL payment is the sum of all of the amortization
payments on the existing amortization bases. This approach provides transparency in that the current
UAAL is paid off over a fixed period of time and the remaining components of the UAAL are clearly
identified. Adjustments to the UAAL are also separately identified in each future year. One downside of
this approach is that it can create some discontinuities in contribution rates when UAAL
layers/components are fully paid off. If this.occurs, it likely would be far in the future, with adequate time
to address any adjustments needed.

Currently, the amortization methodology is based on the level percentage of payroll amortization
method for all four plans. However, because the City and Food Services Plans are closed, we are
decreasing the payroll assumption by 0.25% each year until it reaches zero and then these plans
will be using the level dollar amortization method by the 2027 valuation. The Police and Fire Plans
use a payroll assumption of 2.75% as discussed in the prior Section. We recommend
continuation of these methodologies and assumptions.

However, we do recommend that the Police and Fire Plans begin using a layered approach to the
amortization schedule introducing new separate amortization bases each year for experience
gains and losses, assumption changes, and benefit changes that will then be amortized over their
own closed, 15-year period beginning the year it is established.
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

There are several demographic assumptions used in the actuarial valuations performed for the City of
Norwalk Pension Plans. They are:

e Rates of Withdrawal

¢ Rates of Disability Retirement
¢ Rates of Service Retirement
e Rates of Mortality

e Rates of Salary Increase

The Actuarial Standards Board has issued Actuarial Standard of Practice (ASOP) No. 35, “Selection of
Demographic and Other Noneconomic Assumptions for Measuring Pension Obligations”, which provides
guidance to actuaries in selecting demographic assumptions for measuring obligations under defined
benefit plans. In our opinion, the demographic assumptions recommended in this report have been
developed in accordance with ASOP No. 35.

The purpose of a study of demographic<experience is to compare what actually happened to the
membership during the study period with what was expected to happen based on the assumptions used
in the most recent Actuarial Valuations.

Detailed tabulations by age, service and/or gender are performed over the entire study period. These
tabulations look at all active and-retired members during the period as well as separately annotating those
who experience a demographic event, also referred to as a decrement. In addition, the tabulation of all
members together with the current assumptions permits the calculation of the number of expected
decrements during the study period.

Instead of relying entirely on the counts of actual and expected decrements, we utilized a
weighted experience approach which better reflects the impact demographic experience has on
liability measures. We weight decrements from active service with the monthly salary of the individual
members-and we weight the post-retirement mortality experience with the monthly retirement benefits of
the individuals. We still review the actual counts of actual and expected decrements but it is used for
informational purposes only.

If the actual experience differs significantly from the overall expected results, or if the pattern of actual
decrements, or rates of decrement, by age, gender, or service does not follow the expected pattern, new
assumptions are recommended. Recommended changes usually do not follow the exact actual
experience during the observation period. Judgment is required to extrapolate future experience from
past trends and current member behavior. In addition, non-recurring events, such as early retirement
windows, need to'be taken into account in determining the weight to give to recent experience.
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

The following tables outline the demographic gain or (loss) that each plan has experienced over the past
four years. The impacts below show the increase (loss) or decrease (gain) in the unfunded accrued
liability in each of the valuation years. We use this analysis to assist us when developing our proposed
assumptions. If the Plan experiences certain gains or (losses) in every year-of the study, that means
there is a good indication that the assumptions need to be adjusted. For instance, over the past three
valuations, the Police Plan has over $3M in losses due to disability retirements. There is a pattern there
that needs to be addressed.

City Plan 2020 2021 2022 2023

Retirement $497,727 $362,742 $(31,583) $341,327
Disability 8,150 14,640 14,904 29,399
Active Mortality (200,445) (158,387) (34,860) 264,551
Withdrawal (532,410) 956,111 622,912 (97,036)
Pay Increases 76,077 (415,942) (423,336) 213,175
Retiree Mortality 833,591 2,203,950 2,304,581 (1,225,395)

Food Service

Plan
Retirement $41,497 $(52,541) $(51,936) $(68,244)
Disability (288) (422) (171) (111)
Active Mortality 34,716 39,043 (5,738) (5,765)
Withdrawal 11,141 57,058 (2,064) 57,886
Pay Increases 90,147 124,616 (150,356) (51,974)
Retiree Mortality (25,940) 84,907 (50,576) (55,245)
Police Plan 2020 2021 2022 2023
Retirement $673,298 $511,974 $(752,980) $(576,856)
Disability 73,241 (1,087,176) (999,639) (1,143,233)
Active Mortality 2,103 1,895 (1,114) (13,997)
Withdrawal (28,056) 118,659 1,569,487 320,242
Pay Increases (577,941) (505,728) 275,235 (679,245)
Retiree Mortality (181,055) 234,006 275,410 222,369
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

Fire Plan

Retirement $314,401 $278,106 $(393,250) $(1,492,665)
Disability 112,521 (916,013) 120,209 (319,875)
Active Mortality (15,753) (22,810) (163,052) (212,227)
Withdrawal 184,464 25,459 151,097 9,607
Pay Increases 1,346,422 (1,009,554) (77,687) (950,390)
Retiree Mortality (178,785) 30,057 41,449 (69,756)

The remainder of this section presents the results of the demographic study. We have prepared
numerous tables that show a comparison of the actual and expected decrements and in some cases, the
overall ratio of actual to expected results (A/E Ratios) under the current assumptions. Salary adjustments,
other than the economic assumption for wage inflation discussed in the previous section, are treated as
demographic assumptions.
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

Rates of Withdrawal

The rates of withdrawal are used to determine the expected number of separations from active service
which will occur as a result of resignation or dismissal. As mentioned earlier, the experience data using a
salary weighted analysis is a better way to reflect the impact to measures of the rates. Since the City Plan
and Food Services Plan are closed to new members, the actual experience for withdrawals is declining
over time as more active employees are approaching retirement eligibility. In fact, most active members
in these two plans have over 10 years of experience as of the most recent valuation.

In addition, Police and Fire Plans typically demonstrate low levels of withdrawal experience when
compared to general employees or teachers. However, we have seen an upward trend in the number of
withdrawals from Police retirement plans across the country and the City of Norwalk is experiencing
similar results.

The current rates of withdrawal, as developed by the previous actuary, for the City and Food Services
Plans are based on a select and ultimate age basis. For the Police and Fire Plans, the current rates of
withdrawal are based on age-only tables. ‘However, as.evidenced from the actual experience over the
past four years, we believe there is a better correlation to separations due to withdrawal to a member’s
eligibility service only. The actual salary weighted ratios and counts. of withdrawals for each plan is
shown in the following table:

Food Services

Service Levels City Plan Plan Police Plan Fire Plan

Under 5 0.3015 0.0596 | 0.0244 0.0429

5-10 0.0918 0.0282 0.0533 0.0000

10-15 0.0650 0:0000 0.0351 0.0220

15-20 0.0246 0.2271 0.0000 0.0000

20-25 0.0331 0.2480 0.0400 0.0000

25 & Over 0.0000 0.0000 0.0000 0.0000

Total 0.0444 0.0523 0.0348 0.0136
Actual Counts 33 7 18 5
Expected Counts 22 4 5 3

As you see from the table above, the actual number of withdrawals were more than expected for all four
Plans and, other than a few cells, the salary weighted ratios are fairly uniform across most service levels.
While we do not‘expect any more withdrawals for service levels under 10 years for the City and Food
Service Plans; we put more weight on the experience for the service levels after 10 years. Therefore, we
recommend an adjustment to the rates to reflect the recent experience and move the A/E ratios toward a
more desired range.
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

The following tables show the proposed rates of withdrawal for each of the four Plans. While simple, we
believe these new rates of withdrawal will better match remaining withdrawal experience for the City and
Food Service Plans and increase expectations for future withdrawals for Police and Fire Plans that may
match recent actual experience.

Food Services

Withdrawal Rates City Plan Plan Police Plan Fire Plan

Under 5 Years 0.0300 0.0300 0.0300 0.0125
5-9 0.0300 0.0300 0.0300 0.0125
10-14 0.0300 0.0300 0.0300 0.0125
15-19 0.0300 0.0300 0.0200 0.0000
20-24 0.0300 0.0300 0.0200 0.0000
25 & Over 0.0000 0.0000 0.0000 0.0000
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

Rates of Disability Retirement

The rates of disability retirements are used to determine the expected number of separations from active
service due to a service connected or non-service connected disability. It is important to recognize that
public safety employees are typically exposed to more hazards than general'employees but are typically
required to meet certain fitness standards. Also, since the passage and expansion of the Heart-Lung Bill,
there are several more presumptions that disabilities result from service-connected causes for. public
safety positions compared to general employees.

Over the past four years, there have been very few disability retirements from the four plans but based on
the current decrements, as developed by the previous actuary, there were very few expected. In the
table below, we show the actual and expected number of disability retirements.

Disability City Plan Food Services Police Plan Fire Plan
Retirements Plan
Actual 3.00 0.00 7.00 3.00
Expected 242 0.36 1.78 1.83
AJE Ratio 1.24 0.00 3.93 1.69

The goal for the A/E ratio under disability experience is a ratio of 1.0. The ratio for the Police Plan is well
above this goal and as mentioned earlier in the report, this plan has experienced over $3M in losses due
to disability retirements: Therefore, we recommend increases in the expected rates of disability for the
Police Plan to better.reflect the latest trends. The following table shows proposed sample changes in the
rates of disability retirement for the Police Plan.

CW" % ‘ Poﬁcl:j:;gttes Pz{izzosztis

20 0.030% 0.060%

25 0.043% 0.086%

30 0.064% 0.128%

35 0.098% 0.196%

40 0.158% 0.316%

45 0.259% 0.518%

50 0.448% 0.996%

55 0.845% 1.690%

60 1.204% 2.408%
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

Rates of Service Retirement

The rates of retirements are used to determine the expected number of separations from active service
due to election of retirement under the applicable retirement provisions. The' current rates of service
retirement, as developed by the previous actuary, for all four plans are<based on age and service
combinations. We believe this correlation is the best fit for each of the City Plans and recommend the
same approach to setting rates of retirement in the future. The actual salary weighted A/E ratios and
counts of retirement for the City and Food Services Plans are shown'in the following table:

Age Groups City Plan Food Services Plan
Less than 20 Years 20 & More Years Less than 20 Years 20 & More Years

55 - 61 0.8763 1.3790 1.6011 3.8396

62 1.6240 0.3976 3.2571 0.0000

63 — 64 0.6851 0.4908 0.0000 0.0000

65 — 69 1.1298 1.0145 0.3224 0.0000

70 & Over 0.8074 0.8196 0.7558 1.2910

Total 0.9431 1.0062 0.6849 0.8631
Actual Counts 36 56 9 4
Expected Counts 33 50 13 5

As you see from the‘table above, the actual number of service retirements were slightly more than
expected for the City Plan (92 vs. 83) and slightly less than expected for the Food Services Plan (13 vs.
18). As mentioned earlier, in setting any demographic assumptions, we would like the A/E ratios to be as
close to 1.0 as possible. Since,«in aggregate, the City Plan is fairly close to 1.0, we are suggesting only
minor changes to the rates of retirement to bring the ratios close to 1.0 in all cells.

In addition; for the Food Services Plan, we are recommending higher rates of retirement at earlier ages
but lower rates of retirement at normal retirement ages. We hope that with these adjustments, the A/E
ratio will be closer to 1.0 in the next experience study. Below are the tables of our current and proposed
rates of retirement for the City Plan and Food Services Plan.

City Plan and Food Services Plan — Current Rates of Retirement

Years of Service

Less than 10 10-19 20-34 35 and Over
55-61 0% 5% 9% 15%
62 9% 10% 20% 15%
63-64 9% 10% 10% 50%
65-69 14% 17% 15% 50%
70-79 20% 22% 30% 15%
80+ 100% 100% 100% 100%
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City Plan — Proposed Rates of Retirement

Years of Service

35and Over
55-61 N/A 5% 10% 20%
62 N/A 15% 12% 20%
63-64 N/A 8% 8% 20%
65-69 N/A 18% 16% 30%
70-79 N/A 20% 25% 30%
80+ 100% 100% 100% 100%

Food Services Plan — Proposed Rates of Retirement

Years of Service

Less than 10 10-19 20-34 35 and Over
55-61 N/A 7% 15% 15%
62 N/A 20% 12% 10%
63-64 N/A 8% 8% 10%
65-69 N/A 10% 15% 15%
70-79 N/A 20% 30% 30%
80+ 100% 100% 100% 100%

The actual salary weighted A/E ratios and counts of retirement for the Police and Fire Plans are shown in
the following table.” Please note that there were no retirements with less than 20 years of service from
either of these Plans.

PR @ETEIE Police Plan Age Groups Fire Plan
20 & More Years 20 & More Years

48 0.4762 55 -59 0.7895

49 - 64 1.8935 60 — 64 0.3846

65 - 69 3.3333 65 - 69 0.5263

70 & Over 0.0000 70 & Over 0.0000

Total 1.9890 Total 1.0843
Actual Counts 18 Actual Counts 9
Expected Counts 9 Expected Counts 8

As you see from the table above, the actual number of service retirements were double than expected for
the Police Plan-and slightly more than expected for the Fire Plan. However, one of the immediate things
we noticed during our analysis was that there were no rates of retirement for members in the Fire Plan
before the age of 55. Yet, the actual experience shows that 4 active members retired from the Fire Plan
before they reached age 55 over the past four years. We also realize that the current rates of retirement
for the Police Plan need to increase as there was quite a few more retirements than expected.
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

Below are the tables of our current and proposed rates of retirement for the Police and Fire Plans.

Police Plan — Current Rates of Retirement

Years of Service

Age Less than 20 21-24 25-29 35 and Over
48 0% 30% 30% 30% 30% 20%

49 - 64 0% 30% 3% 8% 12% 20%

65 - 69 0% 30% 10% 10% 15% 50%
70+ 100% 100% 100% 100% 100% 100%

Fire Plan — Current Rates of Retirement

Years of Service

Less than 10 10-19 20-34 35 and Over
55-59 0% 10% 10% 20%
60 - 64 0% 10% 20% 20%
65 - 69 0% 10% 20% 50%
70+ 100% 100% 100% 100%

Police Plan — Proposed Rates of Retirement

Years of Service

Age Less than 20 21-24 25-29 30-34 35 and Over
48 0% 20% 20% 20% 20% 20%

49 - 64 0% 20% 8% 12% 25% 25%

65 - 69 0% 20% 25% 25% 25% 50%
70+ 100% 100% 100% 100% 100% 100%

Fire Plan — Proposed Rates of Retirement

Years of Service

Less than 10 10-19 20-34 35 and Over
48 — 54 0% 10% 10% 10%
55-59 0% 10% 10% 20%
60 - 64 0% 10% 15% 20%
65 - 69 0% 10% 20% 25%
70+ 100% 100% 100% 100%

P
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SECTION IV: DEMOGRAPHIC ASSUMPTIONS

Rates of Mortality

One of the most important demographic assumptions in the valuation is mortality.because it defines the
expectation for how long benefit payments will be made. The longer members-live, the greater the true
cost of future benefit obligations will be.

For many years, rates of mortality have been declining, meaning people, in general, are living longer.
Consequently, we anticipate that mortality tables will need to be updated periodically. Because of
potential differences in mortality, we break down our study by gender (males and females) and by status
(healthy retirees, beneficiaries, disabled retirees, and active members).

Because of the substantial amount of data required to construct a mortality.table, actuaries usually rely on
standard tables published by the Society of Actuaries. Actuaries then use various adjustments such as
age or scaling adjustments to the standard, published mortality tables in order to better match the
expected trend in mortality rates of a specific group.

In 2019, the Society of Actuaries released a family of mortality tables named the Pub-2010 tables. While
prior pension mortality tables have been based solely on private corporate and union retirement plans,
these new tables are based entirely on public sector plan data. These tables are split by three
membership types: Public Safety, Teachers, and General‘Employees to reflect the observed differences
in mortality patterns related to the three groups. Tables are further split for healthy retirees, disabled
retirees, contingent beneficiaries, and employees. There are still other breakdowns in these tables for at,
above or below median‘annuity values. We anticipate that this family of tables will be a good starting point
in developing a recommended mortality assumption.

The issue of future mortality improvement.is one that the actuarial profession has become increasingly
focused on studying and monitoring. This has resulted in changes to the relevant Actuarial Standard of
Practice, ASOP 35, Selection of Demographic and Other Noneconomic Assumptions for Measuring
Pension Obligations. This ASOP requires the pension actuary to make and disclose a specific
recommendation with respect to future improvements in mortality after the valuation date, although it does
not require that an actuary assume there will be future improvements. There have been significant
improvements in longevity in the past; although there are different opinions about future expectations, and
thus there is a subjective component in the estimation of future mortality improvement. We believe it is
prudent to anticipate that the trend will continue to some degree in the future and that it is appropriate to
reflect some future mortality improvement as part of the mortality assumption.

. CITY OF NORWALK PENSION PLANS PAGE | 34
T r EXPERIENCE STUDY FOR THE FOUR-YEAR PERIOD ENDING JUNE 30, 2023

Page 85 of 92



SECTION IV: DEMOGRAPHIC ASSUMPTIONS

There are two, widely used ways to reflect future improvements in mortality:

(1) Static table with “margin”
(2) Generational mortality

The first approach of reflecting mortality improvements is through the use of a static mortality table with
“margin.” Under this approach, the Actual to Expected Ratio is intentionally targeted to be over 100% so
that mortality can improve without creating actuarial losses over the period prior to the next experience
study. In this manner, it could be expected that as mortality improves, each successive experience study
will require mortality assumption changes which will have an increase to the measured liabilities.

Another approach, referred to as generational mortality, directly anticipates future improvements in
mortality by using a different set of mortality rates based on each year of birth, with the rates for later
years of birth assuming lower mortality than the rates for earlier years of birth. The varying mortality rates
by year of birth create a series of tables that contain “built-in” mortality.improvements, e.g., a member
who turns age 65 in 2045 has a longer life_expectancy than a member who turns age 65 in 2025. When
using generational mortality, the Actual to Expected Ratios for the observed experience are set near
100% as future mortality improvements will be considered directly in the actuarial valuation process.

The generational approach is the preferred method for recognizing future mortality improvements in the
valuation process because it is more direct and results in longer life expectancy for members who are
younger, consistent with established trends in improved longevity. In this manner, with future mortality
improvements already considered, the adjustments to the mortality assumptions in each experience study
will be expected to be minor and not significantly impact the measured liabilities.

Our analysis of mortality experience uses. a benefit. weighted approach to tabulating the data and
analyzing the experience on_the basis of the impact on the liability of the System rather than the
headcounts of members. Once the data is weighted; we then assess the credibility of the data using the
least fluctuation credibility theory (LFCT) method to determine if the data is sufficient to establish an
assumption based entirely on the experience (fully credible) or to what extent we blend the current
experience with a reasonable standard table of expected mortality for the populations (partially credible).

Since the City of Norwalk’s data is not sufficiently large enough to be fully credible (there would need to
be about 1,600 observed male deaths and 1,700 observed female deaths to be considered fully credible
under Limited Fluctuation Credibility Theory methods), we also considered the mortality assumption used
by the Connecticut Municipal Employees’ Retirement System (MERS) in our analysis. This is a much
larger retirement system with significantly more mortality experience and it is reasonable to think that the
City of Norwalk would have similar patterns of mortality. MERS recently completed an experience
investigation for the period ending June 30, 2022.
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Reviewing the gains and losses that the City has experienced over the past four years‘due to mortality
(from pages 26 and 27 of this report), the patterns for mortality are clearly defined.as the result of the
COVID-19 pandemic. In the immediate years after the pandemic, there are mortality gains due to more
deaths than expected and in the most recent valuation year, there is a loss due to mortality as the plans
have experienced better health. Setting a mortality assumption with this-much volatility is extremely
difficult so we would rather use a standard table with a simple set forward approach to be conservative
with no adjustments.

The relevant mortality tables selected from that MERS study for general employees was a proposed
mortality assumption based on the 2010 Pub-G Healthy Retiree Table with a one-year set forward and
projected generationally with the MP-2021 improvement scale. We propose this table to be used for the
City and Food Service Plan going forward.

Similar to the City and Food Services Plans, we apply a one-year set forward to the standard table to
accomplish a reasonable adjustment for the proposed mortality table for the Public Safety plans. The
result is the proposed mortality assumption-based.on the 2010 Pub-S Healthy Retiree Table with a one-
year set forward and projected generationally with the MP-2021 improvement scale for the Police and
Fire Plans.
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Rates of Salary Increases due to Merit and Promotional

The rates of salary increase due to merit and promotion, often called the merit scale, represent the
increase in annual salaries in excess of wage inflation. The assumptions for the annual rates of salary
increases are the compound rate of increase of both wage inflation and the service-based merit scale. As
presented earlier in the Economic Assumptions Section of this report, we are recommending. setting a
wage inflation assumption of 3.00% annually. For this analysis, we relied on a building block approach to
separate out the apparent merit scale at each year of service by taking the average increase in salary at
each year of service less the actual price inflation and apparent real rate of wage inflation over the period.

The following tables show the Actual to Expected (A/E) ratios of total annual salary increases for each
Plan.

Ceg:::l:;ge City Plan Food Services Plan

35 0.8314 1.1918

40 0.8178 1.4988

45 1.1982 1.8105

50 1.0709 1.6031

55 1.1454 0.0789
Total 1.0345 1.1196
Ce"gflf:;‘"ce Police Plan Fire Plan
5 0.8752 1.1441

10 0.9779 1.3163

15 1.0046 1.3400

20 0.8892 1.2927

25 1.3792 1.3381
Total 1.1430 1.2987

As you can see from the tables above, the actual salary increases were more than expected for each of
the four pension plans over the past four-year period. However, as stated many times in this report, we
acknowledge that-over the last four years, the United States has seen considerable higher increases in
salaries for many citizens, especially in the public sector, as these salary increases were needed to
respond to the post-pandemic increases in price inflation. Therefore, our recommendation is to not
increase the salary increase tables at this time to respond to the most recent data but review this
assumption very carefully during the next experience study to see if this pattern continues.
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SECTION V: OTHER ASSUMPTIONS AND METHODS

Miscellaneous Assumptions

We recommend no modifications to the following miscellaneous assumptions:

Administrative Expenses: Estimated based on the average of administrative expenses paid from the
trust over the prior 2 years rounded to the nearest $1,000.

Spouse Age: Husbands are assumed to be three years older than their wives where spouse age is
missing.

Percent Married: 70% of active members are assumed to be married.
Timing of Decrement and Pay Increases: Middle of the year
DROP Plan: For the Police Plan, 50% of active members are assumed. to elect DROP at their earliest

eligible age. For the Fire Plan, 33% of active members are assumed to elect DROP at their earliest
eligible age.
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APPENDIX A: CPI(U) INDEX

Historical June CPI (U) Index

CPI (U)

Year

CPI (U)

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993

30.6
31.0
31.6
32.4
33.3
34.7
36.6
38.8
40.6
41.7
44.2
49.0
53.6
56.8
60.7
65.2
72.3
82.7
90.6
97.0
99.5
103.7
107.6
109.5
113.5
118.0
124.1
129.9
136.0
140.2
144.4

1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

148.0
152.5
156.7
160.3
163.0
166.2
172.4
178.0
179.9
183.7
189.7
194.5
202.9
208.352
218.815
215.693
217.965
225.722
229.478
233.504
238.343
238.638
241.018
244,955
251.989
256.143
257.797
271.696
296.311
305.109
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APPENDIX B: CAPITAL MARKET ASSUMPTIONS AND ASSET ALLOCATION

The tables below and on the following page are extracted from materials from our GASB67 reports as of
June 30, 2024.

Real Rates of Return and Target Allocation by Asset Class

Long-Term Expected

Asset Class Target Allocation Real Rate of Return

Domestic Equity 35.00% 5.15%
Non-U.S. Equity 23.00 5.00
Global Equity Long/Short 4.00 5.15
Private Equity 3.00 6.25
Domestic Fixed Income 19.00 2.75
Absolute Return 6.00 3.55
Liquid Real Assets 6.00 3.50
Cash 4.00 0.50
Total 100.00%
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APPENDIX C: SOCIAL SECURITY ADMINISTRATION WAGE INDEX

P

EXPERIENCE STUDY FOR THE FOUR-YEAR PERIOD ENDING JUNE 30, 2023

Wage Index I::r:ZZL Wage Index InA:rr;:Ie
1963 4,396.64 2.45% 1994 23,753.53 2.68%
1964 4,576.32 4.09 1995 24,705.66 4.01
1965 4,658.72 1.80 1996 25,913.90 4.89
1966 4,938.36 6.00 1997 27,426.00 5.84
1967 5,213.44 5.57 1998 28,861.44 5.23
1968 5,571.76 6.87 1999 30,469.84 5.57
1969 5,893.76 5.78 2000 32,154.82 5.53
1970 6,186.24 4.96 2001 32,921.92 2.39
1971 6,497.08 5.02 2002 33,252.09 1.00
1972 7,133.80 9.80 2003 34,064.95 2.44
1973 7,580.16 6.26 2004 35,648.55 4.65
1974 8,030.76 5.94 2005 36,952.94 3.66
1975 8,630.92 7.47 2006 38,651.41 4.60
1976 9,226.48 6.90 2007 40,405.48 4.54
1977 9,779:44 5.99 2008 41,334.97 2.30
1978 10,556.03 7.94 2009 40,711.61 (1.50)
1979 11,479.46 8.75 2010 41,673.83 2.36
1980 12,513.46 9.01 2011 42,979.61 3.13
1981 13,773.10 10.07 2012 44,321.67 3.12
1982 14,531.34 5.51 2013 44,888.16 1.28
1983 15,239.24 4.87 2014 46,481.52 3.55
1984 16,135.07 5.88 2015 48,098.63 3.48
1985 16,822.51 4.26 2016 48,642.15 1.13
1986 17,321.82 2.97 2017 50,321.89 3.45
1987 18,426.51 6.38 2018 52,145.80 3.62
1988 19,334.04 4.93 2019 54,099.99 3.75
1989 20,099.55 3.96 2020 55,628.60 2.83
1990 21,027.98 4.62 2021 60,575.07 8.89
1991 21,811.60 3.73 2022 63,795.13 5.32
1992 22,935.42 5.15 2023 66,621.80 4.43
1993 23,132.67 0.86
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