REV’SED BOARD MEMBERS

. Thomas V1. Jackson, Chair

Boston Retirement System 5:20 pm, Jun 08, 2026 Sally D. Glora
Karen T. Cross

Scott M. Finn

Sean F. Kelly

EXECUTIVE OFFICER
June 8, 2026 Timothy J. Smyth, Esquire

Alex G. Geourntas, City Clerk
Boston City Council

Boston City Hall, Room 601
Boston, MA 02201

RE: FY27 Retiree Cost-of-Living Adjustment (COLA) & COLA Base Vote
Dear Clerk Geourntas:

Please find this as a follow-up to notice we previously filed on April 22,
2026. As you know, the Boston Retirement Board received public comment
relative to retiree FY26 Cost of Living Adjustment (“COLA”) and COLA base at
its meeting of May 27, 2026. However, the actual vote is scheduled for June 18,
2026, at 1000 - am. in Room 801 of Boston City Hall, see
https://www .boston.gov/public-notices/16492906. Kindly note that the start time
was moved from 9:00 a.m. to 10:00 a.m.

Attached you will find a cost memorandum relative to the additional costs
associated with increasing the System’s COLA base, as well as a preliminary
valuation of the Retirement System as of January 1, 2026 prepared by our
actuary. We note that the COLA base is currently set at $15,000.

As always, I remain available should you have any questions or concerns.
Thank you.

Respectfully submitted,
BOSTON RETIREMENT SYSTEM

Executivé/Officer

Attachments.

ONE CITY HALL SQUARE | BOSTON, MA 02201| BOSTON.GOV | 617-635-4311 (t) | 617-635-4318 (f)

1348-02



\W/ Kathleen A. Riley, FSA, MAAA, EA 116 Huntington Avenue
‘?Wr S e g a I Senior Vice President and Chief Actuary Suite 901
T 617.424.7336 Boston, MA 02116-5744

M 617.872.1541 segalco.com

kriley@segalco.com

May 27, 2026

Boston Retirement Board
City Hall, Room 816
Boston, MA 02201

Re: Cost of Increasing the COLA Base Effective July 1, 2026
Dear Board Members:

As requested, we have estimated the cost of increasing the Cost-of-Living Adjustment (COLA)
base from $15,000 to $16,000, $17,000 and $18,000 for both the Boston Retirement System
(BRS) excluding Teachers and the Teachers. We have assumed the base would be increased
effective July 1, 2026 and that the additional cost would first be reflected in the fiscal 2027
appropriation. The estimates in this report are based on the January 1, 2026 Preliminary
Actuarial Valuation Results of the Boston Retirement System.

As of January 1, 2026, the actuarial accrued liability for the BRS excluding Teachers is $9,598
million. When compared to the actuarial value of assets of $8,992 million, the unfunded actuarial
accrued liability is $606 million, and the actuarial accrued liability is 93.7% funded.

The funding schedule included in the January 1, 2026 preliminary actuarial valuation report fully
funds the liabilities of the BRS excluding Teachers by June 30, 2028, if all assumptions are met
and there are no changes in the plan of benefits or actuarial assumptions. The fiscal 2027
Actuarially Determined Contribution (appropriation) is approximately $501 million, and the
appropriations for fiscal 2028 through fiscal 2031 decrease from $400 million to $250 million
while the funded percentage is projected to approach 105%. The components of this schedule
are shown below.

Unfunded Funded
Amortization Actuarial Percentage as
of Unfunded Accrued of January 1
Fiscal Year Actuarial Actuarially Liability at Preceding
Ended Employer Accrued Determined Beginning of Beginning of
June 30, Normal Cost Liability Contribution Fiscal Year Fiscal Year
2027 $112,400,748  $388,476,313  $500,877,061 $626,209,223 93.7%
2028 116,458,063 283,541,937 400,000,000 254,136,481 97.5%
2029 120,661,006 229,338,994 350,000,000 -31,434,432 100.3%
2030 125,014,779 174,985,221 300,000,000 -278,766,793 102.5%
2031 129,524,769 120,475,231 250,000,000 -485,060,904 104.2%
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COLA base increase for the BRS excluding Teachers

We have estimated the additional unfunded liability and employer normal cost if the COLA base
is increased for the BRS excluding Teachers effective July 1, 2026 from $15,000 to $16,000,
$17,000 and $18,000, as shown in the table below.

January 1, Increase if Increase if Increase if
2026 COLA Base COLA Base COLA Base
Valuation Changes to Changesto  Changes to
Cost Element Results $16,000 $17,000 $18,000
¢ Unfunded actuarial accrued liability
projected to July 1, 2026 $626,209,223  $31,103,208 $61,892,606 $92,354,013
- Percent increase - 5.0% 9.9%, 14.7%
¢ Employer normal cost projected
to July 1, 2026 $112,400,748 $776,795 $1,540,201 $2,290,220
- Percent increase - 0.7% 1.4% 2.0%

Shown below are four scenarios for funding the increase to the unfunded actuarial accrued
liability and employer normal cost for each of the three COLA base increase scenarios.

¢ The first funding scenario funds the increased cost of the higher COLA base by fiscal 2028
(over two years), the date by which the remaining liability for the BRS excluding Teachers is
fully funded. The second, third, and fourth scenarios extend the funding of the increase in the
COLA base beyond the full funding of the existing unfunded liability.

¢ For all funding scenarios, the cost of the higher COLA is added to the funding schedule
amounts shown above. The increase in the unfunded liability resulting from the change is
amortized in level-dollar installments over the amortization period, in addition to funding the
increase to the employer normal cost which is assumed to increase 3.25% annually.

e For all scenarios, the funded percentage is projected to approach 105% once the additional
COLA is funded.

Projected Appropriations: Current Schedule and With $16,000 COLA Base

Fiscal Current Fund COLA Fund COLA Fund COLA Fund COLA
Year Funding Increase by Increase by Increase by Increase by

Ended Schedule Fiscal 2028 Fiscal 2029 Fiscal 2030 Fiscal 2031
2027 $500,877,061 $517,724,097 $512,720,537 $510,224,315 $508,731,015
2028 400,000,000 416,872,282 411,868,721 409,372,500 407,879,200
2029 350,000,000 No Change 361,894,788 359,398,566 357,905,266
2030 300,000,000 No Change No Change 309,425,480 307,932,180
2031 250,000,000 No Change No Change No Change 257,959,968

<+ Segal
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Projected Appropriations: Current Schedule and With $17,000 COLA Base

Fiscal Current Fund COLA Fund COLA Fund COLA Fund COLA
Year Funding Increase by Increase by Increase by Increase by
Ended Schedule Fiscal 2028 Fiscal 2029 Fiscal 2030 Fiscal 2031
2027 $500,877,061 $534,395,607 $524,438,968 $519,471,710 $516,500,176
2028 400,000,000 433,568,603 423,611,963 418,644,705 415,673,172
2029 350,000,000 No Change 373,663,647 368,696,389 365,724,855
2030 300,000,000 No Change No Change 318,749,752 315,778,218
2031 250,000,000 No Change No Change No Change 265,833,316

Projected Appropriations: Current Schedule and With $18,000 COLA Base

Fiscal Current Fund COLA Fund COLA Fund COLA Fund COLA
Year Funding Increase by Increase by Increase by Increase by
Ended Schedule Fiscal 2028 Fiscal 2029 Fiscal 2030 Fiscal 2031
2027 $500,877,061 $550,884,265 $536,027,311 $528,615,340 $524,181,320
2028 400,000,000 450,081,636 435,224,683 427,812,711 423,378,692
2029 350,000,000 No Change 385,301,534 377,889,562 373,455,543
2030 300,000,000 No Change No Change 327,968,911 323,534,892
2031 250,000,000 No Change No Change No Change 273,616,819

COLA base increase for the Teachers

We have estimated the additional unfunded liability and employer normal cost if the COLA base
is increased for the Teachers effective July 1, 2026 from $15,000 to $16,000, $17,000 and

$18,000, as shown in the table below.

January 1, Increase if Increase if Increase if
2026 COLA Base COLA Base COLA Base
Valuation Changesto Changesto Changes to
Cost Element Results $16,000 $17,000 $18,000

¢ Unfunded actuarial accrued liability
projected to July 1, 2026 $2,305,466,086 $15,577,937 $31,130,265 $46,653,919
— Percent increase _ 0.7% 1.4% 2 0%

e Employer normal cost projected

to July 1, 2026 $25,305,941 $278,889 $557,287 $835,078
- Percent increase - 1.1% 22% 3.3%

++ Segal
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Caveats and disclosures

These cost estimates are based on the assumptions used in the most recent actuarial valuation
of the Boston Retirement System. To the extent there is adverse experience, employer
contributions will increase and the cost related to a change in the COLA base may be different
than expected. For example, if members live longer than assumed under the current mortality
table assumption, the cost of increasing the COLA base will be higher than shown.

Please refer to the Preliminary Results of the January 1, 2026 Actuarial Valuation, dated May
27, 2026, for the data, assumptions and plan of benefits underlying these calculations. A more
detailed discussion of the risks that may affect the System will be included in the final actuarial
valuation report.

This report has been prepared in accordance with generally accepted actuarial principles and
practices for the exclusive use and benefit of the Board, based upon information provided by the
staff of the Retirement System and the System’s other service providers.

This report should only be copied, reproduced, or shared with other parties in its entirety as
necessary for the proper administration of the System.

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

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

Segal makes no representation or warranty as to the future status of the System and does not
guarantee any particular result. This document does not constitute legal, tax, accounting or
investment advice or create or imply a fiduciary relationship. The Board is encouraged to
discuss any issues raised in this report with the Board's legal, tax and other advisors before
taking, or refraining from taking, any action.

Segal does not provide investment, legal, accounting, or tax advice and is not acting as a
fiduciary to the System. This valuation is based on Segal’'s understanding of applicable
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guidance in these areas and of the System’s provisions, but they may be subject to alternative
interpretations. The Board should look to their other advisors for expertise in these areas.

The actuarial calculations were directed under my supervision. | am a member of the American
Academy of Actuaries and meet the Qualification Standards of the American Academy of
Actuaries to render the actuarial opinion herein. To the best of my knowledge, the information
supplied in this actuarial valuation is complete and accurate. The assumptions used in this
actuarial valuation were selected by the Board based upon our analysis and recommendations.
In my opinion, the assumptions are reasonable and take into account the experience of the
Boston Retirement System and reasonable expectations. In addition, in my opinion, the
combined effect of these assumptions is expected to have no significant bias.

Please let us know if you have any questions or need any additional information.
Sincerely,

Kathleen A. Riley, FSA, MAAA, EA

Senior Vice President and Chief Actuary

cc: Timothy J. Smyth, Esq.

10299233v1/03630.046 7Y1" Segal
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