City of Milwaukee
Employes’ Retirement System

Martin Matson
Deputy Director

Thomas Rick, CFA
Chief Investment Officer

December 27, 2007

To the Honorable Common Council
of the City of Milwaukee

City Hall

Room 205

Re: Required contributions for the Policemen’s Annuity and Benefit Fund

2007 Tax Levy for 2008 Purposes
CC File No. 070846

Dear Council Members:

On September 25, 2007 our office forwarded a letter to you regarding the
actuarially required contributions due in January 2008 to fund the Policemen’s
Annuity and Benefit Fund (PABF). The original amount requested was $193,177.
We would like to amend this request in light of an actuarial estimate provided by
Buck Consultants. On December 19, 2007 we received the attached letter from
Buck. Buck indicates the actual amount due for contributions for 2008 to be
$56,972. This amount covers the duty disability, ordinary disability and child
annuities for the PABF.

Please amend the amount requested to reflect the Buck estimate.

Sincerely,

Panden Plation

Martin Matson
Deputy Director
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December 19, 2007

Annuity and Pension Board
Employes’ Retirement System of
the City of Milwaukee

200 East Wells Street, Room 603
Milwaukee, WI 53202

Re:  Policemen’s Annuity and Benefit Fund of Milwaukee
January 1, 2007 Actuarial Valuation

Members of the Board:

This letter summarizes the results of the annual actuarial valuation of the assets and liabilities of
the Policemen’s Annuity and Benefit Fund of Milwaukee (PABF) as of January 1, 2007,
prepared in accordance with Chapter 35 of the Milwaukee City Charter. The valuation takes into
account all of the promised benefits to which members were entitled as of January 1, 2007.

Assumptions and Methods

The actuarial assumptions and methods used to prepare the valuation have changed since the
prior valuation. The investment return assumption was increased from 6% to 8.5% per annum,
and the mortality rates were revised from the unisex 1994 Group Annuity Reserving Table
(which was applied to both males and females) to the RP-2000 Mortality Table with five years of
projected improvements for males, and the Uninsured Pensioners 1994 Mortality Table with six
years of projected improvements for females.

The new 8.5% investment return assumption is the assumption we currently recommend for the
City of Milwaukee Employes’ Retirement System (CMERS). We recommend that both the
PABF and CMERS use the same assumption since for investment purposes the assets of the two
funds are pooled and invested in the same manner.

The new mortality tables are the same mortality tables we recommend the Board adopt for the
January 1, 2008 actuarial valuation for CMERS. They are based on a five-year review of
CMERS experience, and we believe they are also appropriate for valuing the liabilities of the
PABF. We believe the new tables are more appropriate than the mortality table used for the
prior valuation because they compare well to recent experience of Milwaukee retirees, and they
are sex-distinct rather than unisex tables. In addition, the prior table was a conservative table
that reflected the experience of individuals who purchase life annuity policies; and who are
therefore assumed to be healthier than average and long-lived.
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Assets and Membership Data

The individual data for members of the PABF were reported to the actuary as of December 31,
2006, and as of December 12, 2007. As a result we were able to use data that had been updated
for deaths reported through mid-December, and the actuarial liability as of January 1, 2007 was
based on actual benefit payments for January through November 2007, and projected benefit
payments thereafter. The amount of assets in the trust fund taken into account in the valuation
was based on statements as of December 31, 2006, that were prepared for us by the ERS.

Financing Objective and Employer Contribution

The results of the January 1, 2007 valuation determine the employer contribution for the year
ending December 31, 2007.

Based on the provisions of Chapter 35, the annual contribution consists of an amount sufficient
to amortize the unfunded actuarial liability (the amount by which the actuarial liability exceeds
the assets on the valuation date) over a ten-year period with a series of level dollar payments;
plus budgeted administrative expenses for the year.

On this basis, the contribution for the 2007 plan year, to be paid by January 31, 2008, would
amount to $56,972 plus budgeted administrative expenses for the year.

This contribution would also comply with the disclosure requirements of Governmental
Accounting Standards Board Statement No. 25.

Financial Results

As of January 1, 2007, the actuarial liability of the PABF was $5,956,976, and the assets (valued
at market, and including a $307,582 receivable contribution for the 2006 plan year) amounted to
$5,585,697. As a result, the unfunded actuarial liability was $371,279, and the funded ratio (the
ratio of the assets to the liability) was 93.8%.

Based on the prior 6% investment return assumption, and the prior mortality table the actuarial
liability at January 1, 2007 was $7,007,494. $544,119 of the decrease in liability is due to the
8.5% investment return assumption, while the remaining difference (an additional decrease of
$506,399) is due to the revised mortality table and the December 12, 2007 updates to the
participant data.
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An exhibit providing a 20-year projection of assets, liabilities, benefit payments and contribution
requirements (excluding future administrative expense requirements) is enclosed with this letter.
The projection indicates that assets in the PABF would be exhausted sometime during calendar
year 2022. If this were to occur, benefits would actually need to be paid on a pay-as-you-go
basis thereafter.

A more detailed report will be provided in January.

To the best of our knowledge, this letter is complete and accurate and has been prepared in
accordance with generally accepted actuarial principals and practice.

Respectfully submitted,

S. Lynn Hill Timothy J. Abramic, E.A.
Director, Retirement Consulting Consulting Actuary
SLH/TJA:pl

12736/C5915RET28-Police-Annuity-Ben-Fund.doc

Enc.
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