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INDEPENDENT AUDITORS' REPORT

To the Board of Trustees of
Missouri Public Entity Risk Management Fund
Jefferson City, Missouri

Opinion

We have audited the accompanying financial statements of Missouri Public Entity Risk Management Fund
(“MOPERM”), which comprise the statements of net position as of December 31, 2022 and 2021, and the
related statements of revenues, expenses and changes in net position, and cash flows for the years then ended,
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of MOPERM as of December 31, 2022 and 2021, and the results of its operations and its cash flows
for the years then ended in accordance with U.S. generally accepted accounting principles.

Basis for Opinion

We conducted our audits in accordance with U.S. generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statement section of our report. We are required to be independent of MOPERM and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audits. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events considered in the aggregate, that raise substantial doubt about MOPERM’s ability to continue as a
going concern within one year after the date that the financial statements are available to be issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect
a material misstatement when it exits. The risk of not detecting a material misstatement resulting from fraud is
higher than the one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgement made by a reasonable user based on the financial statements.

American Institute of Certified Public Accountants Missouri Society of Certified Public Accountants Member, Allinial Global



In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgement and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of MOPERM s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about MOPERM’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant findings, and certain internal control related matters that we
identified during the audit.

Report on Supplementary Information
Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on pages
3-7, and the loss development and claim liabilities schedules, the pension plan schedules, and the other post-
employment benefit plan (OPEB) schedules on pages 29-35 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context.

We have applied certain limited procedures to the required supplementary information in accordance with
U.S. generally accepted auditing standards, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Wé//(aw Kée/wa Ll

Columbia, Missouri
June 16, 2023



MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND

MANAGEMENT’S DISCUSSION AND ANANLYSIS

Management of the Missouri Public Entity Risk Management Fund (“MOPERM”) offers this narrative
overview and analysis of the financial activities of MOPERM for the year ended December 31, 2022. We
encourage readers to consider the information presented here in conjunction with MOPERM’s financial
statements and notes to the financial statements to enhance their understanding of MOPERM’s financial
performance.

FUND ACCOUNTING

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. MOPERM, a body corporate and politic created by the
Missouri General Assembly, uses fund accounting to demonstrate and ensure compliance with finance-
related legal requirements. MOPERM is considered to be a related party but not a component unit of the
State of Missouri. There are three categories available for governmental accounting: governmental funds,
proprietary funds, and fiduciary funds. MOPERM’s funds are considered proprietary funds.

PROPRIETARY FUNDS

Proprietary funds account for governmental operations that are designed to be self-supporting from fees
charged to consumers for the provision of goods and services or where the government has decided the
periodic determination of revenues, expenses, and net income is appropriate for capital maintenance, public
policy, management control, accountability, or other purposes. The accounting and financial reporting
practices of proprietary funds are similar to those used for business enterprises and focus on capital
maintenance and the flow of economic resources through the use of accrual accounting. Of the two types of
proprietary funds, MOPERM maintains one type: an enterprise fund. MOPERM’s purpose is to provide
liability and property coverage to participating public entities, their officials, and employees.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to MOPERM’s financial statements.
Typically, governmental entity’s financial statements would be presented as three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial statements.
However, MOPERM uses only proprietary funds, which presents financial statement information in the
same manner as government-wide financial statements (only with more detail); thus we do not present
government-wide financial statements as the information would be repetitive.

The financial statements, in addition to management’s discussion and analysis, are comprised of the
statements of net position; the statements of revenues, expenses and changes in net position; the statements
of cash flows, and the notes to financial statements. The financial statements are prepared on the accrual
basis in accordance with U.S. generally accepted accounting principles applicable to governmental
enterprise funds.

The statement of net position presents MOPERM’s financial position as of year-end. Information is
displayed on assets and liabilities, with the difference between the two reported as net position. The net
position of MOPERM reflects the resources available as of the end of the year to pay claims of participants
when due. Over time, increases and decreases in net position measure whether MOPERM’s financial
position is improving or deteriorating.



The statement of revenues, expenses and changes in net position presents information detailing the revenues
and expenses that resulted in the change to net position occurring during the current year. All revenues and
expenses are reported on an accrual basis. This means the revenue or expense is recognized as soon as the
underlying event giving rise to the change occurs, regardless of when the actual cash is received or paid.
Thus, revenues and expenses are reported in this statement for transactions that will not result in cash flows
until future periods. For example, contributions due from a public entity, even though not yet paid by year
end, will be reflected as revenue. Likewise, claims that occurred during the year under self-insured plans
will be reflected as an expense, whether or not they have been paid as of the end of the year.

The statement of cash flows presents the cash provided and used by MOPERM categorized by operating
activities, noncapital financing activities, capital and related financing activities, and investing activities. It
reconciles the beginning and end of year cash balances contained in the statement of net position. The
effects of accrual accounting and noncash activities, such as depreciation, are adjusted to supplement the
presentation in the statements of revenues, expenses and changes in net position.

The notes to financial statements follow the basic financial statements and provide additional information
that is essential to a full understanding of the data provided in the financial statements.

In addition to the financial statements and accompanying notes, required supplementary information is
presented illustrating MOPERM’s past 10 years of loss development as well as claim information by type of
contract. Schedules illustrating MOPERM’s proportionate share and employer contributions for pensions
and OPEB are also presented.



FINANCIAL ANALYSIS

The following tables present the summarized financial position and results of operations for the years ended

December 31, 2022, 2021, and 2020. Additional details are available in the accompanying financial

statements.
2022 2021 2020
ASSETS

Cash and investments $ 140,175,088 $ 155,027,253 $ 141,712,899
Receivables 1,015,580 898,914 564,967
Capital assets 680,269 743,908 785,562
Deferred outflow of resources 612,342 294,045 366,376
Other 180,612 275,530 425,553

Total assets and deferred outflow of resources $ 142,663,891

$ 157,239,650

$ 143,855,357

LIABILITIES
Loss and loss adjustment expense $ 76,301,181 $ 77,764,655 $ 74,761,702
Net pension and OPEB liability 3,327,632 2,484,318 2,827,892
Deferred inflow of resources 194,043 474,201 95,839
Other 16,572,143 13,359,329 13,587,587
l‘;ﬁ:;i's’lh“es and deferred inflow of 96,394,999 94,082,503 91,273,020
NET POSITION

Net investment in capital assets 680,269 743,908 785,562
Unrestricted 45,588,623 62,413,239 51,796,775

Total net position 46,268,892 63,157,147 52,582,337

Total liabilities, deferred inflow of resources

. $ 142,663,891
and net position

$ 157,239,650

§$ 143,855,357

MOPERM was established to offer liability protection to participating public entities, their officials and
employees. MOPERM provides member entities with broad coverages at stable and economical rates. In
2003, MOPERM’s Board of Trustees approved the offering of property insurance coverage to its members,
and in 2016, MOPERM’s Board of Trustees approved offering cyber and information breach coverage to its
members beginning in 2017. Effective October 1, 2021, liability policies written by MOPERM no longer
included cyber and information breach coverage, as it is no longer available on the marketplace to be
purchased on a group basis.

Total assets decreased in 2022 by $14.6 million, compared to an increase in 2021 of $13.4 million and
increase of $18.9 million in 2020. Cash and investments decreased by $14.9 million in 2022, compared to an
increase of $13.3 million in 2021, and $18.6 million in 2020. Capital assets decreased between 2020 and
2021, and between 2021 and 2022 due to assets becoming fully depreciated and no new large assets being
purchased. Receivables increased in 2022 by approximately $117,000.



With the adoption of GASB Statement No. 68, Accounting and Financial Reporting for Pensions, an
amendment to GASB Statement No. 27, and GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions (“OPEB”); deferred outflow of resources of
$0.6 million, $0.3 million and $0.4 million indicate differences that would be included as an off-set to
future pension and OPEB expense for the fiscal years ended December 31, 2022, 2021, and 2020,
respectively. For 2022, 2021, and 2020, deferred inflow of resources of $0.2 million, $0.5 million and $0.1
million respectively, presented differences between expected and actual experiences on investment
earnings as well as changes in actuarial assumptions relative to the pension and OPEB calculations. As of
December 31,2022, 2021 and 2020, MOPERM’s share of the net pension liability was $2.7 million, $1.8
million, and $2.1 million, respectively. As of December 31, 2022, 2021 and 2020, MOPERM’s share of
the net OPEB liability was $0.7 million, $0.7 million and $0.6 million, respectively.

Total liabilities increased by approximately $2.3 million in 2022 due to an increases in unearned premiums and
net pension and OPEB liability. Total liabilities increased by approximately $2.8 million in 2021 and by $3.5
million in 2020 due to increases in advance and unearned premiums and adverse development in loss and loss
adjustment expense in all lines of business. MOPERM has no long-term debt.

Net position for 2022 decreased by $16.9 million. There were no refunds of paid contributions pursuant to
Section 537.750, RSMo, declared in 2022.

2022 2021 2020
REVENUES
Contributions $ 30,263,345 $ 27,175,446 $ 25,488,439
Investment income 3,529,602 7,152,862 5,552,740
Other income (expense) 18,770 27 (22,711)
Total operating revenues 33,811,717 34,328,335 31,018,468
EXPENSES
Loss and loss adjustment expense 20,324,845 16,216,207 14,569,430
Excess insurance premiums 3,603,178 3,183,899 2,232,661
General and administrative 8,726,039 3,781,149 3,694,041
Total operating expenses 32,654,062 23,181,255 20,496,132
Operating income (loss) 1,157,655 11,147,080 10,522,336

Non-operating revenue (expenses):

Unrealized gain (loss) on investments (18,045,910) (572,270) 4,941,359

Changes in net position (16,888,255) 10,574,810 15,463,695
Total net position beginning of year 63,157,147 52,582,337 37,118,642
Total net position, end of year $ 46,268,892 $ 63,157,147 $ 52,582,337

MOPERM increased its overall participating membership from 1,012 in 2021 to 1,031 in 2022. Net increase in
members, along with a rate increase, allowed MOPERM’s contributions to rise by $3.1 million in 2022,
compared to $1.6 million in 2021 and $2.0 million in 2020. The majority of the increase was attributed to
liability contributions. The 2022 contribution increases were driven primarily by liability and property rate

increases of 7%.



In 2019, MOPERM’s Board of Trustees approved the removal of liability reinsurance provided by an outside
carrier, effective October 1, 2019. Thus, they opted to return to the previous method of self-insuring liability
coverage for members due to cost effectiveness. Although liability reinsurance premiums ended in October
2019, coverage for members during the 2018-2020 period will continue to be provided by ACE Property &
Casualty (Chubb).

The performance on the fixed income portfolio over the past 12 months was (5.66)% with a 1.02% return since
inception. There was a (19.52)% return for the past 12 months on the Multi-Asset Class Portfolio and a 7.53%
return since inception. Investment income consists of interest income, amortization of premium and discounts,
and realized gains and losses on securities. In 2022, investment income was $3.5 million compared to $7.2 in
2021 and $5.5 million in 2020. MOPERM ended 2022 with $18.1 million in unrealized losses on investments,
compared to $0.6 million in unrealized losses in 2021, and $4.9 million in unrealized gains for 2020.

In 2022, there was a $4.1 million increase in loss and loss adjustment expense, compared to 2021, when
there was a $1.6 million increase, and a $10.3 million decrease for 2020. Actual loss and loss expenses
paid in 2022 were $23.8 million, $17.2 million in 2021, and $15.0 in 2020. The increases and decreases in
loss and loss adjustment expense consisted of actual paid claims and the change in case and IBNR
reserves.

Excess insurance premiums listed on the 2022 Statement of Revenues, Expenses and Changes in Net
Position includes liability reinsurance, property reinsurance and equipment breakdown coverage. There
was an overall increase in premiums between 2021 and 2022 of $0.4 million. This was due to loss
experiences and overall increases in the reinsurance market.

In 2022, general and administrative expenses totaled 29% of contribution earned. General and
administrative expenses approximated 14% of total contributions earned for both 2021 and 2020.
Commission expense comprises approximately 58% of total general and administrative expenses.

FINANCIAL SUMMARY

In 2022, MOPERM’s contributions increased by $3.1 million. The increase can be attributed to both an
increase in its overall participating members and liability and property rate increase of 7%. A total of 1,031
entities contributed to the pool in 2022 compared to 1,012 participating members in 2021.

MOPERM’s total net position decreased by approximately $16.9 million in 2022, totaling approximately
$46.3 million at December 31, 2022.

ECONOMIC ENVIRONMENT AND NEXT YEAR’S BUDGET AND RATES

Since 1987, MOPERM has been a competitive alternative for local government agencies seeking to
manage rising coverage costs against growing exposures and tight budgets. Rates are analyzed by an
actuary each year and rate recommendations are made to management. Management analyzes the actuary’s
rate recommendations and suggests rate changes based on actual loss experience and the current insurance
market.

CONTACTING MOPERM’s FINANCIAL MANAGEMENT

This financial report is designed to providle MOPERM members and the public with a general overview of
MOPERM’s finances. If you have questions about this report or need additional financial information,
contact MOPERM’s Fiscal Manager, Randy Gilliland, at P.O. Box 7110, Jefferson City, MO 65102,
(573)751-1266 ext. 1114 or e-mail randy-gilliland@moperm.com.




MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND

STATEMENTS OF NET POSITION
December 31, 2022 and 2021

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Investments, at fair value
Deposits and accounts receivable
Accrued interest receivable
Deferred acquisition costs
Prepaid expenses

Total current assets
FIXED ASSETS, NET
DEFERRED OUTFLOW OF RESOURCES

Total assets and deferred outflow of resources

LIABILITIES AND NET POSITION
CURRENT LIABILITIES
Advance contributions
Unearned contributions
Accounts payable and accrued expense
Total current liabilities

NONCURRENT LIABILITIES
Loss and loss adjustment expense reserves
Net pension and OPEB liability

Total noncurrent liabilities
DEFERRED INFLOW OF RESOURCES
Total liabilities and deferred inflow of resources

NET POSITION
Net investment in capital assets
Unrestricted

Total net position

Total liabilities, deferred inflow of resources and net position

2022 2021
§ 22,159,152 § 23,302,531
118,015,936 131,724,722
573,086 572,935
442,494 325,979
172,086 272,159
8,526 3,371
141,371,280 156,201,697
680,269 743,908
612,342 294,045

$ 142,663,891

$ 157,239,650

§$ 11,167,214 § 9,862,290
4,854,328 3,169,407
550,601 327,632
16,572,143 13,359,329
76,301,181 77,764,655
3,327,632 2,484,318
79,628,813 80,248,973
194,043 474,201
96,394,999 94,082,503
680,269 743,908
45,588,623 62,413,239
46,268,892 63,157,147

$ 142,663,891

$ 157,239,650

The notes to financial statements are an integral part of these statements.
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MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Years Ended December 31, 2022 and 2021

OPERATING REVENUES
Contributions
Investment income
Other income

Total operating revenues

OPERATING EXPENSES
Losses and loss adjustment expenses
Excess insurance premiums
General and administrative

Total operating expenses
Operating income

NON-OPERATING REVENUE
Unrealized (loss) on investments

Change in net position
Net position, beginning of year

Net position, end of year

2022 2021
$ 30,263,345 27,175,446
3,529,602 7,152,862
18,770 27
33,811,717 34,328,335
20,324,845 16,216,207
3,603,178 3,183,899
8,726,039 3,781,149
32,654,062 23,181,255
1,157,655 11,147,080
(18,045,910) (572,270)
(16,888,255) 10,574,810
63,157,147 52,582,337
$ 46,268,892 63,157,147

The notes to financial statements are an integral part of these statements.
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MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND

STATEMENTS OF CASH FLOWS
Years Ended December 31, 2022 and 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Contributions collected
Loss and loss adjustment expenses paid
Payments to suppliers and excess insurer
Payments to employees

Investment income received

Other income

Net cash provided by operating activities

Cash flows used in capital and related financing activities:
Purchases of capital assets

Cash flows from investing activities:

Proceeds from investments

Purchase of investments

Net cash used in investing activities

Change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of net operating loss to net cash provided by
operating activities:
Net operating income
Adjustments to reconcile net operating loss to net cash
provided by operating activities:
Depreciation and amortization
Pension expense, net of contributions
Loss on disposal of capital assets
Realized gain on investments

Changes in certain assets and liabilities:
Decrease (increase) in deposits and accounts receivable
(Increase) decrease in accrued interest receivable
(Increase) decrease in contributions in course of collection
(Increase) decrease in prepaid expenses
Decrease (increase) in deferred acquisition costs
(Decrease) increase in loss and loss adjustment expense reserves
Increase (decrease) in advance contributions
Increase in unearned contributions
Increase in accounts payable and accrued expenses

Net adjustments

Net cash provided by operating activities

Schedule of noncash investing, capital, and financing activities:

(Decrease) increase in fair value of investments

2022 2021
$ 33240271 S 26,862,852
(21,788,470)  (13,581,896)
(10,989,507) (5,977,404)
(804,972) (595,239)
3,176,149 6,707,946
18,770 27
2,852,241 13,416,286
(11,037) (9,273)
37,198,057 41,710,396
(41,182,640)  (48,400,758)
(3,984,583) (6,690,362)
(1,143,379) 6,716,651
23,302,531 16,585,880
$ 22,159,152 $ 23,302,531
$ 1,157,655 $ 11,147,080
47911 50,927
379,603 193,832
26,765 .
(352,541) (479,611)
12,768 (383,430)
(116,515) 34,695
(12,919) 14,788
(5,155) 214,332
100,073 (64,309)
(1,463,474) 3,002,953
1,304,924 (768,641)
1,684,921 441,259
88,225 12,411
1,694,586 2,269,206
$ 2852241 $ 13416286
$ (18,045910) §  (572,270)

The notes to financial statements are an integral part of these statements.
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MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND

NOTES TO FINANCIAL STATEMENTS
1. REPORTING ENTITY

The Missouri Public Entity Risk Management Fund (“MOPERM?”) is a corporate and political body created
by the Missouri General Assembly and signed into law on June 20, 1986. MOPERM became operational
January 1, 1987. Although the State of Missouri is responsible for the employment of MOPERM’s employees
and appointing some of the members of the Board of Trustees, the State’s accountability does not extend
beyond these appointments. Accordingly, MOPERM is considered a related organization of the State of
Missouri but is not considered a component unit.

The purpose of MOPERM, as established in Section 537.700, RSMo, and in the bylaws, is to provide liability
protection to participating public entities, their officials and employees. Effective July 1, 2003, MOPERM
added property coverage to its services offered to such participating members.

MOPERM uses only proprietary funds, which present financial statement information in the same manner as
government-wide financial statements only with more detail. Government-wide financial statements are not
presented as such information would be repetitive.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting: MOPERM prepares its financial statements on the accrual basis of accounting in
accordance with U.S. generally accepted accounting principles for governmental enterprise funds. These
principles are similar to those for private business enterprises. Accordingly, revenues are recorded when
earned and expenses when incurred.

Cash and Cash Equivalents: Cash and cash equivalents consist of cash on deposit, overnight repurchase
agreements (“Investaccount-Government” securities), money market index funds (“Government Obligation
Fund-Money Market”), and investments with original maturities of three months or less. All cash on deposit
is insured by federal depository insurance or collateralized by securities held by the counter party financial
institution’s trust department or agent in MOPERM’s name. The carrying amounts reported in the statements
of net position approximate the fair value of these instruments.

Investments: MOPERM reports investments as trading assets at fair value, with the changes in fair value
reported in the statement of revenues, expenses and changes in net position. The estimated fair value of fixed
maturity and equity investments is based on quoted market prices. Interest income is recorded when earned.
Realized gains and losses on investments are determined using the specific identification method.

Capital Assets: Capital assets are stated at cost, less accumulated depreciation. Improvements which extend
the useful life of assets are capitalized. Expenditures for maintenance and repairs are charged to expense as
incurred. Realized gains and losses are recognized upon disposal or retirement of the related assets and are
reflected in current operations using the specific cost identification methodology.
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Depreciation is calculated on a straight-line basis over the following estimated useful lives of the respective
assets:

Depreciable Life
Automobiles 3 years
Computer equipment and software 3-5 years
Equipment 5 years
Furniture and fixtures and building improvements 5-10 years
Building 40 years

Impairment of Capital Assets: MOPERM evaluates whether events and circumstances have occurred that
indicate that the remaining estimated useful life of capital assets may warrant revision or that the remaining
balance of an asset may not be recoverable. The measurement of possible impairment is based on the ability
to recover the balance of assets from expected future operating cash flows on an undiscounted basis. In the
opinion of management, no such impairment existed at December 31, 2022 and 2021.

Equity Classifications: Net position represents the difference between assets and liabilities. MOPERM reports
three categories of net position, as follows:

Net investment in capital assets - Consists of property and equipment at cost, net of accumulated
depreciation.

Restricted net position - Net position is considered restricted if their use is constrained to a particular
purpose. Restrictions are imposed by external organizations such as federal or state laws. MOPERM does
not have a restricted net position as of December 31, 2022 and 2021.

Unrestricted net position - Consists of all other net position that does not meet the definition of the above
component and is available for general use by MOPERM. MOPERM has designated unrestricted net
position for catastrophic reserves in the amount of $52,289,554 and $49,572,009 as of December 31,
2022 and 2021, respectively. MOPERM considers the remaining unrestricted net position as undeclared
retro return reserves which may be declared by the board at a future date. The undeclared retro return
reserve balance of was $10,867,591 and $3,010,325 as of December 31, 2022 and 2021, respectively.

Contributions: Contributions are recognized as revenue over their related policy period. Advance
contributions represent contributions received in the current year for policies effective the following year.
Unearned contributions were $4,854,328 and $3,169,407 as of December 31, 2022 and 2021, respectively.
Advance contributions were $11,167,214 and $9,862,290 as of December 31, 2022 and 2021, respectively.

Annual contributions are determined based on actuarial projections to produce sufficient funds to pay losses,
loss adjustment expense and general and administrative expenses. If contributions do not produce sufficient
funds to meet obligations, MOPERM is empowered to make special assessments. Members are jointly and
severally liable for claims against MOPERM. No special assessments were made during 2022 or 2021.

Accounts Receivable: Accounts receivable are recorded at net realizable value. Management has evaluated all
receivable balances for collectability and determined no estimate or allowance for uncollectable accounts is
necessary.

Retro Return Reserve Refunds: If collected contributions and interest income exceed the total amount of all

paid claims, claim expenses, operating expenses, and the catastrophic retro return reserves allocation in any
given year, the Board of Trustees may declare that a refund of the excess amount be made. The refund shall

12



be on a pro rata basis to all participating public entities based on the contributions of the public entity for the
immediately preceding year. Unless otherwise determined by the Board of Trustees, no refund will be made
until all claims are closed and the appropriate statute of limitations has expired for that policy year. Refunds
are recorded in the year declared; however, MOPERM’s Board of Trustees has the ability to amend prior
declarations prior to payment. The effect of any board approved amendments made to the original
declarations are reported during the year they are incurred.

Loss and Loss Adjustment Expense Reserves: Loss and loss adjustment expenses are charged to income as
incurred. Loss and loss adjustment expense reserves represent the accumulation of estimates for reported
unpaid losses including loss adjustment expenses, the effects of inflation and other societal and economic
factors, plus a provision for losses incurred but not reported, and are reported net of amounts recoverable and
receivable from excess loss providers. Loss adjustment expenses represent anticipated costs of settling claims,
including attorneys’ and adjusters’ fees. The reserves for incurred but not reported loss and loss adjustment
expenses are actuarially determined and based on a computation that applies varying percentages to each
policy year’s earned contributions, less cumulative claims paid and reported unpaid loss reserves within the
statement of net position.

The methods for making such estimates and for establishing the resulting liability are continually reviewed by
management and MOPERM’s independent actuary and any adjustments are reflected in earnings.

Designated Catastrophic Reserves: The designated catastrophic reserves are funds designated by the Board of
Trustees to cover catastrophic losses incurred by MOPERM for any policy year. The balances at December 31
for policy years 2006 through 2022 is equivalent to 10 percent of the earned contribution and 15 percent of
the earned contribution for all policy years since MOPERM’s inception through 2005 minus $1,666,271 for
policy year 2002; plus any undesignated retro return reserves of a policy year that is twenty years old.
MOPERM contributed $2,717,545 and $2,548,844 to the designated catastrophic reserves during 2022 or
2021, respectively. If losses in any policy year exceed total contributions and designated catastrophic
reserves, additional assessments could be made to applicable members for the policy year the losses occurred.

Operating and Non-operating Income and Expenses: All revenues and expenses, except the unrealized gain or
loss on investments, are considered operating. Investment income is considered operating revenue.

Income Taxes: The income earned by MOPERM is exempt from federal income tax in accordance with
Section 115 of the Internal Revenue Code (IRC). MOPERM has implemented the accounting guidance for
uncertainty in income taxes using the provisions of FASB ASC 740, Income Taxes. MOPERM has concluded
that there are no significant uncertain tax positions requiring disclosure. MOPERM continues to evaluate its
tax-exempt status in relation to FASB ASC 740.

Management’s Estimates: The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from these estimates.

Retirement Plan: For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of the Missouri State Employees’ Retirement System (MOSERS) and additions to/deductions from
MOSERS’ fiduciary net position have been determined on the same basis as they are reported by MOSERS.
For this purpose, benefit payments (including refunds of employee contributions) are recognized when due
and payable in accordance with the benefit terms.
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Other Post-employment Benefits: For purposes of measuring the net OPEB liability, deferred outflows of
resources and deferred inflows of resources related to OPEB, and OPEB expense, information about the
fiduciary net position of the Missouri Consolidated Health Care Plan (MCHCP) and additions to/deductions
from MCHCP’s fiduciary net position have been determined on the same basis as they are reported by
MCHCRP. For this purpose, employer contributions are recognized as revenue when due and payable. Benefits
are recognized when due and payable in accordance with the terms of the Plan.

Subsequent Events: MOPERM evaluates events and transactions occurring subsequent to the date of the
financial statements for matters requiring recognition or disclosure in the financial statements. The
accompanying financial statements consider events through June 16, 2023, which is the date the financial
statements were available to be issued.

3. DEPOSITS AND INVESTMENTS

Deposits: Cash balances include short-term securities and operating balances held by financial institutions. At
December 31, 2022 and 2021, the carrying amount of deposits at the financial institutions was $2,294,979 and
$140,789 and the bank balance was $1,926,753 and $1,000,077, respectively. Of the bank balance, $250,000

was covered by federal depository insurance at December 31, 2022 and 2021.

Investment Policies: MOPERM has adopted an investment policy that is reviewed and approved by the Board
of Trustees. During 2022 and 2021, there were no amendments to the existing investment policy.

Investment Summary: The following table presents the summary of MOPERM’S investments by type at

December 31:

2022 2021
Cash equivalents

Investaccount-government $ 9,144,708 $ 11,298,898
Government obligation fund - money market 13,878,575 11,862,844
Total cash equivalents $ 23,023,283 23,161,742

Fixed income Securities
Asset-backed securities $ 4,197,609 7,979,947
Certificate of deposit - 1,125,906
Corporate notes 28,668,416 27,944,022
Federal agency collateralized mortgage obligations 1,310,463 2,348,550
Federal agency bonds 4,989,191 5,948,426
Federal agency mortgage-backed securities 12,358,022 6,820,883
Federal agency commercial mortgage-backed securities - 1,157,146
International bonds 3,628,418 4,684,248
U.S. Treasury notes 26,413,958 28,405,751
Total fixed income securities 81,566,077 86,414,879
Equity securities 36,449,859 45,309,843

Total investments
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Custodial Credit Risk: Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty to a transaction, MOPERM would not be able to recover the value of the investment or collateral
securities that are in the possession of an outside party. Investment securities are exposed to custodial credit
risk if the securities are uninsured, not registered in MOPERM’s name, and held by the counterparty. The
Investaccount- Government was collateralized by securities delivered to a third-party institution mutually
agreed upon by the financial institution and MOPERM. MOPERM’s other investments are not exposed to
custodial credit risk.

Concentration of Credit Risk: There is potential concentration of credit risk if more than five percent (5%) of
the entity’s investments are with any one issuer. The following investments are considered exposed to
concentration of credit risk as of December 31:

2022 2021
Amount % of Portfolio Amount % of Portfolio
U.S. Treasury $ 26,413,958 22.38% $ 28,405,751 21.56%
Federal National Mortgage Association 12,358,022 10.47% 6,820,883 5.18%

Such concentrations are permitted by MOPERM’s investment Policy.

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. Duration is a measure of a debt instrument’s exposure to a change in interest rates and the
related sensitivity of market price to parallel shifts in the yield curve. It uses the present value of cash flows,
weighted for those cash flows as a percentage of the instrument’s full price. MOPERM mitigates interest rate
risk through the duration of investments outlined in its investment policy.

Foreign Currency Risk: MOPERM is not exposed to foreign currency risks.
Investment Maturity Schedule: Investments are reported at fair value. Investments that are purchased with less

than 90 days maturity date are listed as "cash equivalents". As of December 31, 2022, MOPERM’s
investment maturities consisted of the following:

Less than one One to three Three to five Five to ten More than ten
Rating year years years years years Total

Asset-backed securities Aaa/AAA $ - $ 478,610 $ 3,252,139 § 466,860 $ - $ 4,197,609
Corporate notes Aaa/BBB+ 967,087 8,386,902 13,081,906 6,232,521 - 28,668,416
Federal agency collateralized

mortgage obligations Aaa/AA+ - 116,743 - - 1,193,720 1,310,463
Federal agency bonds Aaa/AA+ 2,233,682 2,755,509 - - - 4,989,191
Federal agency mortgage-backed securities Aaa/AA+ - 338,951 268,355 3,149,599 8,601,117 12,358,022
International bonds Aaa/AAA 288,363 1,403,388 1,936,667 - - 3,628,418
U.S. Treasury notes Aaa/AA+ 187,766 12,539,742 13,380,863 305,587 - 26,413,958

Total $ 3,676,898 §$ 26,019,845 § 31,919,930 $ 10,154,567 § 9,794,837 $ 81,566,077
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Fair Value Measurement: MOPERM categorizes its fair value measurements with the fair value hierarchy
established by GASB Statement No. 72, Fair Value Measurements and Application. Certain financial assets
are valued using market prices from active markets (level 1). Level 1 instrument valuations are obtained from
real-time quotes for transactions in active exchange markets involving identical assets. Level 2 instrument
valuations are obtained from readily observable inputs of the instrument. Level 3 instrument valuations are
done primarily with unobservable inputs which are significant to the fair value measurement.

The asset’s fair value measurement level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs. Following is a description of the valuation
methodologies used for assets measured at fair value as of December 31, 2022 and 2021:

Level 1

Level 2

U.S. treasury securities: Valued at closing price reported on the active market in
which the individual securities are traded.

Certificate of deposit, commercial paper, corporate notes, municipal bonds, U.S.
agencies, and asset backed securities: Valued using broker-provided quotations from
pricing services, such as Interactive Data Corporation, with all significant inputs
derived from or corroborated with observable market data.

Mortgage backed securities: Principally valued using either the market approach,
which uses prices and other relevant information generated by market transactions for
similar assets, or the income approach, which uses valuation techniques to convert
future estimated cash flows to a discounted present value amount. The valuation of
these securities is based primarily on matrix pricing or other similar techniques using
standard market inputs including spreads for actively traded securities, spreads off
benchmark yields, expected payment speeds and volumes, current and forecasted loss
severity, rating, weighted average coupon, weighted average maturity, average
delinquency rates.

Equity securities: Open-ended mutual funds valued using net asset value. The fund is

comprised of equity securities and depository receipts of international and domestic
issuers.
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The following table sets forth by level, within the fair value hierarchy, MOPERM’s investments:

Level 1 Level 2 Level 3 Total
2022
Fixed income securities
Asset-backed securities $ - $ 4,197,609 $ - $ 4,197,609
Certificate of deposit - - - -
Corporate notes - 28,668,416 - 28,668,416
Federal agency collateralized
mortgage obligations - 1,310,463 - 1,310,463
Federal agency bonds - 4,989,191 - 4,989,191
Federal agency mortgage-backed securities - 12,358,022 - 12,358,022
Federal agency commercial
mortgage-backed securities - - - -
International bonds - 3,628,418 - 3,628,418
U.S. Treasury notes 26,413,958 - - 26,413,958
Total fixed income securities 26,413,958 55,152,119 - 81,566,077
Equity securities - 36,449,859 - 36,449,859
Total investments $ 26,413,958 $ 91,601,978 $ - $118,015,936
Level 1 Level 2 Level 3 Total
2021
Fixed income securities
Asset-backed securities $ - $ 7979947 % - $ 17,979,947
Certificate of deposit - 1,125,906 - 1,125,906
Corporate notes - 27,944,022 - 27,944,022
Federal agency collateralized
mortgage obligations - 2,348,550 - 2,348,550
Federal agency bonds - 5,948,426 - 5,948,426
Federal agency mortgage-backed securities - 6,820,883 - 6,820,883
Federal agency commercial
mortgage-backed securities 1,157,146 1,157,146
International bonds - 4,684,248 - 4,684,248
U.S. Treasury notes 28,405,751 - - 28,405,751
Total fixed income securities 28,405,751 58,009,128 - 86,414,879
Equity securities - 45,309,843 - 45,309,843
Total investments $ 28,405,751 $103,318,971 $ - $131,724,722

Gains on Investments: Net unrealized losses on investments classified as trading assets held at the
reporting date were $18,045,910 for the year ended December 31, 2022. Net unrealized losses on
investments classified as trading assets held at the reporting date were $572,270 for the year ended
December 31, 2021. Net realized gains on assets sold or otherwise disposed of, and included within
net investment income, amounted to $352,541 and $479,611 in 2022 and 2021, respectively.
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4. CAPITAL ASSETS

Capital asset activity for the years ended December 31, was as follows:

Balance at Balance at
December 31, Deductions/ December 31,
2021 Additions Transfers 2022
Building and building improvements $ 1,172,339 $ 11,037  $ - $ 1,183,376
Equipment 28,706 - - 28,706
Furniture and fixtures 97,750 - - 97,750
Computer equipment and software 799,418 - 26,764 772,654
Automobiles 16,650 - - 16,650
Total capital assets 2,114,863 11,037 26,764 2,099,136
Less accumulated depreciation 1,370,955 47,912 - 1,418,867
Capital assets, net $§ 743908 $ (36,875) $ 26,764 § 680,269
Balance at Balance at
December 31, Deductions/ December 31,
2020 Additions Transfers 2021

Building and building improvements $ 1,172,339 § - 3 - % 1,172,339
Equipment 28,706 - - 28,706
Furniture and fixtures 96,610 1,140 - 97,750
Computer equipment and software 791,285 8,133 - 799,418
Automobiles 16,650 - - 16,650
Total capital assets 2,105,590 9,273 - 2,114,863
Less accumulated depreciation 1,320,028 50,927 - 1,370,955
Capital assets, net $ 785562 § (41,654) $ -3 743,908

Total depreciation and amortization expense for the years ended December 31, 2022 and 2021, was $47,911
and $50,927, respectively.
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5. LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES

Activity in the loss and loss adjustment expense reserves for the years ended December 31, was as follows:

2022 2021

Loss and loss adjustment expense reserves, beginning

of year, net of reinsurance recoverable of

$4,377,906 in 2022 and $7,885,890 in 2021 $ 77,764,655 $ 74,761,702
Incurred loss and loss adjustment expenses:

Provision for insured events - current year 24,742,543 22,044,796

Provision for insured events - prior year (4,417,698) (5,828,590)
Total incurred loss and loss adjustment expenses 20,324,845 16,216,206
Payments:

Loss and loss adjustment expense attributable to

insured events - current year 5,564,773 3,711,944

Loss and loss adjustment expense attributable to

insured events - prior years 16,223,546 9,501,309
Total Payments 21,788,319 13,213,253
Loss and loss adjustment expense reserves,

end of year, net of reinsurance recoverable

0f $3,837,393 in 2022 and $4,377,906 in 2021 $ 76,301,181 $ 77,764,655

The provision for prior year insured events represents the variations between MOPERM’s estimated claims
payable for prior years’ claims and the actual amounts required to satisfy such claims.

6. GENERAL AND ADMINISTRATIVE EXPENSES

The most significant components of general and administrative expenses are salary, employee benefit, agent
commission, and loss control services expenses. All employees administering MOPERM are employees of
the State of Missouri and are covered by the Missouri State Employees’ Retirement System. MOPERM
reimburses the State of Missouri, a related organization, for all costs of administration, including salary costs
of $812,880 and $712,852 for 2022 and 2021, respectively, and pension costs of $177,166 and $145,867 for
2022 and 2021, respectively. As of December 31, 2022 and 2021, no balances were due to the State of
Missouri. The State of Missouri’s other post-employment benefit package is subject to the measurement and
disclosure requirements of GASB 75.

Agent commission expense totaled $2,767,835 and $2,176,872 for the year ended December 31, 2022 and
2021, respectively.
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7. RETRO RETURN RESERVE REFUNDS

The Board of Trustees of MOPERM did not declare retro return reserve refunds for 2022. As of December
31, 2022, cumulative retro return reserve refunds were as follows:

Refunds Refunds
Declared and Declared and Refunds Percentage of
Policy Paid Prior to Accrued During Total Contributions
Year 2021 2021 Declared Refunded
1987 $ 1,391,082 § - $ 1,391,082 85%
1988 2,074,331 - 2,074,331 76%
1989 519,031 - 519,031 23%
1990 933,499 - 933,499 45%
1991 270,627 - 270,627 12%
1992 825,298 - 825,298 28%
1993 45,879 - 45,879 1%
1994 155,373 - 155,373 3%
1995 2,786,059 - 2,786,059 47%
1996 1,456,194 - 1,456,194 23%
1997 1,048,002 - 1,048,002 15%
1998 399,664 - 399,664 6%
1999 260,176 - 260,176 4%
2000 211,403 - 211,403 3%
2001 337,970 - 337,970 4%

$ 12,714,588  $ § 12,714,588

8. EXCESS INSURANCE

MOPERM maintains excess insurance coverage with outside insurance carriers for the property program.
The property reinsurance coverage for 2022 and 2021 was placed with multiple carriers, collectively
providing coverage of $200,000,000 for each occurrence. For 2021 and 2022, MOPERM’s retention was
$500,000 for wind/hail events and $100,000 for all other perils. For 2021 and 2022, the equipment
breakdown excess policy provided coverage of $100,000,000 for each occurrence with no annual aggregate,
and MOPERM had a $10,000 deductible per occurrence. MOPERM added cyber and information breach
insurance coverage to its product offerings through an outside carrier during the 2017 fiscal year, and the
coverage continued through December 31, 2021 coverage period. Effective October 1, 2021, no new or
renewed liability policies written by MOPERM included cyber and information breach coverage. MOPERM
has not carried excess insurance coverage for the crime program since January 1, 2016.

Effective October 1, 2017, MOPERM purchased an annual liability reinsurance policy with ACE American
Insurance Company. The coverage was renewed effective October 1, 2018 and allowed to expire effective
October 1, 2019 due to a significant increase in cost for the coverage. ACE American Insurance Company is
not liable for more than $1,500,000 in net losses per occurrence. MOPERM’s retention per occurrence was
$500,000 with a $500,000 annual aggregate. Prior to October 1, 2017, MOPERM had not purchased an
excess insurance policy for liability coverage since July 7, 2002.
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9. CONDOMINIUM ASSOCIATION

On February 4, 2005, MOPERM purchased an office condominium in the Howerton Center Condominium. In
conjunction with the purchase, MOPERM became a one-third member of The Howerton Center
Condominium Association, Inc. (Corporation). The Corporation is a Mutual Benefit Corporation formed for
the purpose of maintaining the common areas in The Howerton Center Condominium and performing all
other duties set forth in the Declaration of Condominium. MOPERM previously contributed $1,000 to the
Corporation for operating funds. MOPERM is billed utilities, insurances and other expenditures by the
Corporation as outlined in the Corporation’s Condominium Declarations and Bylaws. MOPERM records such
expenditures on the accrual basis of accounting as general and administrative expenses.

10. RETIREMENT PLAN

Plan description: Benefit eligible employees of MOPERM are provided with pensions through Missouri
State Employees’ Plan (MSEP) — a cost-sharing, multiple-employer defined benefit pension plan administered
by MOSERS. The plan is referred to as MOSERS in the notes. Chapter 104.320 RSMo grants the authority
to establish a defined benefit plan for eligible state and other related agency employees. MOSERS issues an
annual Comprehensive Annual Financial Report (CAFR), a publicly available financial report that can be
obtained at www.mosers.org.

Benefits provided: MOSERS provides retirement, disability, and life insurance benefits to eligible
employees. The base retirement benefits are calculated by multiplying the employee’s final average pay by a
plan-specific factor multiplied by the years of creditable service. The factor is based on the specific plan in
which the employee participates, which is based on the employee’s hire date. Information on the three plans
administered by MOSERS (MSEP, MSEP 2000, and MSEP 2011 retirement plans) and how eligibility and
the benefit amount is determined for each plan may be found in the Notes to the Financial Statements of
MOSERS’ CAFR.

Contributions: Per Chapter 104.436 RSMo, contribution requirements of the active employees and the
participating employers are established and may be amended by the MOSERS Board. Employees in the
MSEP 2011 Plan are required to contribute 4 percent of their annual pay. MOPERM’s required contribution
rate for the MOSERS plan years ended June 30, 2022 and 2021, was 23.51% and 22.88% of annual payroll,
respectively, actuarially determined as an amount that, when combined with employee contributions, is
expected to finance the costs of benefits earned by employees during the year, with an additional amount to
finance the unfunded accrued liability.

Contributions to the pension plan from MOPERM were $177,166 and $145,867 for the MOSERS plan years
ended June 30, 2022 and 2021, respectively.

Net pension liability: At December 31, 2022 and 2021, MOPERM reported a liability of $2,705,052 and
$1,768,288 respectively, for its proportionate share of the net pension liability. The net pension liability was
measured as of June 30, 2022 and 2021, respectively, and the total pension liability used to calculate the net
pension liability was determined by an actuarial valuation as of those dates. The total pension liability was
offset by the fiduciary net position obtained from MOSERS’ ACFR as of June 30, 2022 and 2021, to
determine the net pension liability.
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MOPERM’s proportion of the net pension liability was based on MOPERM’s actual share of contributions to
the pension plan relative to the actual contributions of all participating employers for MOSERS plan years
ended June 30, 2022 and 2021, respectively. At the June 30, 2022, measurement date, MOPERM’s

proportion was 0.038 percent, an increase from its proportion measured using 0.032 percent as of the June 30,
2021, measurement date.

During the MOSERS plan year ended June 30, 2022 and 2021, there were no changes in benefit terms that
affected the measurement of total pension liability.

Actuarial assumptions: The total pension liability in the June 30, 2022, actuarial valuations, which is also the
date of measurement for GASB 68 purposes, was determined using the following actuarial assumptions,
applied to all periods included in the measurement:

2022
Inflation 2.25 percent
Salary increases 2.75 to 10.00 percent, including inflation
Wage inflation 2.25 percent

6.95 percent, compounded annually, net after investment
Investment rate of return . o .
expenses and including inflation
The actuarial assumptions used in the June 30, 2022 valuation were based on the results of an actuarial

experience study for the period July 1, 2015 to June 30, 2020. There were no changes in assumptions for the
June 30, 2022 valuation.

The total pension liability in the June 30, 2021, actuarial valuations, which is also the date of measurement for

GASB 68 purposes, was determined using the following actuarial assumptions, applied to all periods included
in the measurement:

2021
Inflation 2.25 percent
Salary increases 2.75 to 10.00 percent, including inflation
Wage inflation 2.25 percent

6.95 percent, compounded annually, net after investment
Investment rate of return . . .
expenses and including inflation
The actuarial assumptions used in the June 30, 2021 valuation were based on the results of an actuarial
experience study for the period July 1, 2010 to June 30, 2015. In addition, the salary growth assumption range
was increased from 8.25% to 10.00% for the June 30, 2021 valuation. Other assumption changes were a

decrease of five years to the closed amortization period (30 to 25 years), and changes to the mortality
assumptions based on generational tables.
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Mortality: Mortality rates for post-retirement mortality are based on the Pub-2010 General Members Below
Median Healthy Retiree mortality table, projected generationally from 2010 to 2020 using Scale MP-2020
and 75% of Scale MP-2020 for years after 2020.

Long-term investment rate of return: The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimates rates of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation. Best
estimates of geometric real rates of return for each major asset class included in MOSERS’ target asset
allocation as of June 30, 2022 and 2021, are summarized in the following table:

Weighted Average
Long-term Long-Term
Expected Nominal Expected Real Rate
Asset Class Policy Allocation Rate of Return*® of Return

Global public equities 30.0% 7.7% 2.3%
Global private equities 15.0% 9.3% 1.4%
Long treasuries 25.0% 3.5% 0.9%
Core bonds 10.0% 3.1% 0.3%
Commodities 5.0% 5.5% 0.3%
TIPS 25.0% 2.7% 0.7%
Private real assets 5.0% 7.1% 0.3%
Public real assets 5.0% 7.7% 0.4%
Hedge funds 5.0% 4.8% 0.2%
Alternative beta 10.0% 5.3% 0.5%
Private credit 5.0% 9.5% 0.5%
Cash and cash equivalents** -40.0% 0.0% 0.0%
100.0% 7.8%

Correlation/Volatility Adjustment -0.6%

Long-Term Expected Net Nominal Return 7.2%

Long-Term Expected Geometric Net Nominal Return 5.3%

* Long-term expected arithmetic returns of the asset classes at the time of the asset allocation study for each

portfolio.
**Cash and cash equivalents policy allocation amounts are negative due to the use of leverage.

Discount rate: The discount rate used to measure the total pension liability for the periods ending June 30,
2022 and 2021 was 6.95 percent. The projection of cash flows used to determine the discount rate assumed
that employee contributions will be made at the current contribution rate and that contributions from
employers will be made at required rates, actuarially determined. Based on those assumptions, the pension
plan’s fiduciary net position was projected to be available to make all projected future benefit payments of
current active and inactive employees. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total pension liability.
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Sensitivity of MOPERM'’s proportionate share of the net pension liability to changes in the discount rate: The
following presents MOPERM’s proportionate share of the net pension liability calculated for the period ended June
30, 2022, using the discount rate of 6.95 percent, as well as what MOPERM’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower (5.95 percent)
or 1-percentage-point higher (7.95 percent) than the current rate:

2022
1% Decrease Current Discount 1% Increase
(5.95%) Rate (6.95%) (7.95%)
MOPERM's proportionate share of the
net pension liability $ 3,383,630 $ 2,705,052 $ 2,138,153

The following presents MOPERM’s proportionate share of the net pension liability calculated for the period ended
June 30, 2021, using the discount rate of 6.95 percent, as well as what MOPERM’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower (5.95 percent)
or 1-percentage-point higher (7.95 percent) than the current rate:

2021
1% Decrease Current Discount 1% Increase
(5.95%) Rate (6.95%) (7.95%)
MOPERM's proportionate share of the
net pension liability $ 2,330,689 $ 1,768,288  $ 1,298,753

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position is
available in the separately issued MOSERS comprehensive annual financial report.

Pension Expense: For the years ended December 31, 2022 and 2021, MOPERM recognized pension expense of
$452,263 and $217,004, respectively.

Deferred Outflows of Resources and Deferred Inflows of Resources: At the measurement date of June 30, 2022,
MOPERM reported deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:

2022
Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 34,467 $ 724
Changes of assumptions 64,175 -
Net difference between projected and actual earnings on pension
plan investments 143,950 -
Changes in proportion and differences between MOPERM
contributions and proportionate share of contributions 236,162 36,499
MOPERM contributions subsequent to the measurement date of
June 30, 2022 73,102 -
Total $ 551,856  § 37,223

$73,102 reported as deferred outflows of resources related to pensions resulting from Board contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended
December 31, 2023.
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Other amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense in MOPERM’s fiscal year following MOSERS’ fiscal year as
follows:

MOSERS plan year ending June 30:

2023 $ 226,685
2024 107,006
2025 (2,658)
2026 110,498

$ 441,531

At the measurement date of June 30, 2021, MOPERM reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

2021
Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 28,196  $ 7,823
Changes of assumptions 123,674 -
Net difference between projected and actual earnings on pension
plan investments - 318,804
Changes in proportion and differences between MOPERM
contributions and proportionate share of contributions 29,419 74,798
MOPERM contributions subsequent to the measurement date of
June 30, 2021 52,146 -
Total $ 233435 % 401,425

$52,146 reported as deferred outflows of resources related to pensions resulting from MOPERM contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year
ended December 31, 2022.

Payables to the pension plan: MOPERM did not report any payables to MOSERS.

11. OTHER POST-EMPLOYMENT BENEFIT (OPEB) PLAN

Plan description: MOPERM participates as an employer in a cost-sharing, multiple-employer, defined
benefit, other post-employment benefits plan, the State Retiree Welfare Benefit Trust (SRWBT), operated by
Missouri Consolidated Health Care Plan (MCHCP). Employees may participate at retirement if eligible to
receive a monthly retirement benefit from MOSERS. The terms and conditions governing post-employment
benefits are vested with the MCHCP Board of Trustees within the authority granted under Chapter 103 of the
Revised Statutes of Missouri (2000) as amended (RSMo) 103.003 through 103.178. The SRWBT does not
issue a separate stand-alone financial report. Financial activity of the SRWBT is included in the MCHCP
Comprehensive Annual Financial Report as a fiduciary fund and is intended to present only the financial
position of the activities attributable to the SRWBT. Additionally, MCHCP is considered a component unit
of the State reporting entity and is included in the State’s CAFR.

The plan’s financial statements are available on MCHCP’s website at www.mchep.org.
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Benefits: The SRWBT was established and organized on June 27, 2008, to provide health and welfare
benefits for the exclusive benefit of current and future retired employees of the State and their dependents
who meet eligibility requirements, except for those retired members covered by other OPEB plans of the
State. MCHCP’s three medical plans offer the same basic coverage such as preventative care, freedom to
choose care from a nationwide network of primary care providers, specialists, pharmacies and hospitals,
usually at a lower negotiated group discount and the same covered benefits for both medical and pharmacy.
Benefits are the same in all three plans; other aspects differ such as premium, deductible and out of pocket
costs. Retiree benefits are the same as for active employees.

Contributions: Contributions are established and may be amended by the MCHCP Board of Trustees. For
the fiscal year ended June 30, 2021, employers were required to contribute 4.29% for the period July 1, 2020
through December 31, 2020 and 4.22% for the period January 15, 2021, through June 30, 2021 of gross active
employee payroll. Employees do not contribute to this plan. No payables to MCHCP were outstanding at
year end.

OPERB liabilities, OPEB expense, and deferred outflows of resources and deferred inflows of resources: At
December 31, 2022 and 2021, MOPERM reported a liability of $622,581 and $716,031, respectively, for its
proportionate share of the net OPEB liability. The net OPEB liability was measured as of June 30, 2021 and
2020, respectively, and the total OPEB liability used to calculate the net OPEB liability was determined by an
actuarial valuation as of that date. MOPERM s proportion of the net OPEB liability was based on a projection
of its long-term share of contributions to the OPEB plan relative to the projected contributions of all
participating entities, actuarially determined. At June 30, 2021 and 2020, MOPERM s proportion was
0.0365% and 0.0402%, respectively.

For the years ended December 31, 2022 and 2021, MOPERM recognized OPEB expense of $27,151 and
$29,065, respectively. As of December 31, 2022, MOPERM reported deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:

Deferred
Outflows of Deferred Inflows
Resources of Resources
Difference between actual and expected experience $ 27,168  § 6,267
Assumption changes - 79,999
Net difference between projected and actual earnings on plan
investments - 1,780
Changes in proportion and differences between employer
contributions and proportionate share of contributions 9,634 68,684
MOPERM contributions subsequent to the measurement date
of June 30, 2021 23,685 -
$ 60,487  § 156,730

$23,685 reported as deferred outflows of resources related to OPEB resulting from MOPERM contributions
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in
MOPERM’s financial statements during the year December 31, 2023.
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Other amounts reported as deferred outflows of resources related to OPEB will be recognized in OPEB
expense as follows:

Plan year ending June 30:

2023 $ 19,861
2024 20,111
2025 20,195
2026 20,509
2027 17,713
Thereafter 21,539

$ 119,928

Actuarial assumptions: The collective total OPEB liability for the June 30, 2021, measurement date was
determined by an actuarial valuation as of January 1, 2021, with updated procedures used to roll forward the
total OPEB liability to June 30, 2021. This actuarial valuation used the following actuarial assumptions:

Valuation year July 1, 2020 - June 30, 2021

Actuarial cost method Entry age normal, level percentage of payroll
Asset valuation method Market value

Discount rate (blended) 4.50%

Projected payroll growth 4.00%

Inflation rate 3.00%

Health care cost trend rate (medical & prescription drugs combined):

6.50% for fiscal year 2020 (rate decreases by 0.25% per year to an
Non-Medicare ultimate rate of 5.0% in fiscal year 2028 and later)

9.00% in fiscal 2020 (13.50% in fiscal 2023, 12.50% in fiscal 2024,

11.50% in fiscal 2025, 10.50% in fiscal 2026, 9.75% in fiscal 2027,

9.00% in fiscal 2028, 8.25% in fiscal 2029, 7.50% in fiscal 2030, 6.75%

in fiscal 2031, 6.00% in fiscal 3032, 5.25% in fiscal 2033, then 5.00% in
Medicare fiscal 2034 and after)

Mortality: Pri-2012 for Employees/Annuitants without collar adjustments using Scale MP-2021

The last experience study was conducted for the period July 1, 2008, through June 30, 2012. The last
independent actuarial review of the reasonableness and accuracy of actuarial assumptions, actuarial cost
methods, and valuations was conducted as of June 30, 2019.

A discount rate of 4.50% was used to measure the total OPEB liabilities, an increase from the discount rate of
4.38% used for the June 30, 2020 valuation. The projection of cash flows used to determine the discount rate
assumed that contributions from plan members will be made at the current contribution rates and the
contributions will be made at statutorily required rates, actuarially determined. This discount rate was
determined as a blend of the best estimate of the expected return on plan assets and the 20-year high quality
municipal bond rate as of the measurement date. For years where expected benefit payments can be covered
by projected trust assets, expected returns are used. For years where payments are not expected to be covered
by trust assets, the municipal Bond Buyer 20-Bond General Obligation Index rate is utilized.
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Sensitivity of MOPERM'’s proportionate share of the net OPEB Liability to changes in the discount rate:
The table on the following page presents MOPERM’s net OPEB liability, calculated using a discount rate of
4.50%, as well as what the net OPEB liability would be if it were calculated using a discount rate that is one

percent lower or one percent higher:

1% Decrease in 1% Increase in
Discount Rate Current Discount Discount Rate
(3.50%) Rate (4.50%) (5.50%)
MOPERM's proportionate share of the net OPEB liability $ 744,186  $ 622,581 $ 526,395

Sensitivity of MOPERM's proportionate share of the net OPEB liability to changes in the health care cost
trend rates: The following table presents MOPERM's net OPEB liability, calculated using the current trend
rate, as well as what the net OPEB liability would be if it were calculated using a trend rate that is one percent

lower or one percent higher:

1% Decrease in 1% Increase in
Trend Rates Current Trend Trend Rates
(3.50%) Rates (4.50%) (5.50%)
MOPERM's proportionate share of the net OPEB liability $ 524,866 $ 622,581 § 746,151

Long-term expected rate of return: The target allocation and expected real rate of return for each major asset
class are listed below:

Expected Real

Target Allocation ~ Rate of Return
Large cap stocks 18.0% 8.5%
Mid cap stocks 7.0% 8.8%
Small cap stocks 9.0% 8.8%
High-yield bonds 5.0% 8.9%
BarCap aggregate bonds 59.0% 2.7%
Long government/credit 0.0% 0.0%
Cash equivalents 2.0% 2.2%

12. CONTINGENCIES

MOPERM is a party to a number of lawsuits arising in the normal course of business. While the results of
other litigation cannot be predicted with certainty, management, based upon advice of MOPERM’s counsel,
believes the final outcome of the other litigation will not have a material adverse effect on MOPERM’s

financial position or its results of operations.
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REQUIRED SUPPLEMENTARY INFORMATION
Supplementary Schedule of 2013-2022 Loss Development Information

The following page illustrates how MOPERM’s earned revenues (net of excess insurance) and
investment income compared to related costs of loss (net of loss assumed by excess insurers) and other
expenses assumed by MOPERM for each of the ten years ended December 31, 2022. The rows of the
table are defined as follows:

(1) The total of each fiscal year’s gross earned contribution revenues and investment revenues. Earned
contribution revenue and investment revenue paid to excess insurers and earned contribution
revenue and investment revenue net of the effects of excess reinsurance premiums.

(2) Each fiscal year’s other operating costs of MOPERM including overhead and claims
expense not allocable to individual claims.

(3) MOPERM’s gross incurred losses and allocated loss adjustment expense, losses assumed by
excess insurer and net incurred losses and allocated loss adjustment expenses (both paid and
accrued) as originally reported at the end of the first year in which the event that triggered
coverage under the contract occurred (called policy year).

(4) The cumulative net amounts paid as of the end of successive years for each policy year.

(5) The latest re-estimated amount of losses assumed by excess insurers as of the end of each year
for each accident year.

(6) Each policy years incurred losses increased or decreased as of the end of successive years. This
annual re-estimation results from new information received on known losses, re- evaluation
of existing information on known losses, as well as the emergence of new losses not previously
known.

(7) Compares the latest re-estimated net incurred losses amount to the amount originally
established (line 3) and shows whether this latest estimate of loss cost are greater or less than
originally thought. As data for individual policy years matures, the correlation between original
estimates and re-estimated amounts is commonly used to evaluate the accuracy of incurred
losses currently recognized in less mature policy years. The columns of the table show data for
successive policy years.
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Fiscal year ended:
(1) Contribution and investment revenue:
Earned
Ceded
Net earned

(2) Unallocated expenses

Policy year ended:
(3) Contribution refunds, cumulative

(3) Estimated incurred loss and loss adjustment expense,
end of policy year:
Incurred
Ceded
Net incurred

(4) Net paid losses (cumulative) as of:
End of policy year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

(5) Re-estimated ceded loss and loss adjustment expense

(6) Re-estimated incurred loss and loss adjustment expense:

End of policy year
One year later
Two years later
Three years later
Four years later
Five years later
Six years later
Seven years later
Eight years later
Nine years later

(7) Increase (decrease) in estimated incurred losses

and loss of adjustment expenses from end of policy year

MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND
Supplemental Schedule of 2012-2021 Loss Development Information, Continued
Year ended December 31,

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
$ 20402355 $ 21,779,552 $ 21991334 $ 22508769 $ 23,607,351 $ 22332,672 § 23489544 $ 25488439 27,175,446 $ 30,263,345
(1,744,482) (1,852,432) (1,916,934) (1,700,131) (2,522,207) (4,429,782) (4,344,962) (2,232,661) (3,183,899) (3,603,178)
18,657,873 19,927,120 20,074,400 20,308,638 21,085,144 17,902,890 19,144,582 23,255,778 23,991,547 26,660,167
2,669,851 2,962,782 3,051,943 3,176,652 3,295,614 3,321,263 3,485,226 3,694,041 3,781,149 8,726,039
11,666,726 12,436,173 12,955,049 23,377,682 21,735,197 26,475,860 27,101,043 27,368,862 17,622,117 25,426,713
(308,872) (138,327) (674,060) (103,215) (1,565,208) (2,331,916) (25,647) (368,159) (212,045) (684,170)
11,357,854 12,297,846 12,280,089 23,274,467 20,169,989 24,143,944 27,075,396 27,000,703 17,410,072 24,742,543
2,953,383 3,429,124 3,745,745 3,995,418 4,582,995 4,107,686 4,705,911 3,366,782 3,711,944 5,564,773
4,271,256 5,556,737 5,120,963 5,883,568 7,691,060 7,562,403 6,667,895 4,175,729 5,434,960 -
6,913,884 8,849,610 8,664,274 10,508,302 11,620,038 8,351,875 8,170,071 4,746,227 - -
9,368,411 13,414,187 11,161,378 11,494,743 15,938,625 12,644,385 10,933,830 - - -
11,581,950 19,668,008 13,487,836 12,119,474 18,398,105 14,795,836 - - - -
14,381,852 21,406,603 16,680,367 12,789,918 24,460,987 - - - - -
15,300,694 22,164,470 16,895,040 13,736,269 - - - - - -
15,523,707 22,211,504 17,053,760 - - - - - - -
15,619,555 22,360,726 - - - - - - - -
15,994,670 - - - - - - - - -
(558,925) (350,689) (788,638) (184,236) (2,480,871) (4,135,229) (169,808) (687,113) (224,710) (684,170)
11,357,854 12,297,846 12,280,989 23,274,467 20,169,989 24,143,944 27,075,396 27,000,703 22,044,796 24,742,543
11,255,187 12,250,430 12,372,649 27,565,422 21,344,752 25,846,130 23,434,987 17,655,823 17,834,162 -
11,247,424 17,687,310 18,305,431 18,229,678 27,340,106 23,575,505 19,763,320 15,179,049 - -
13,780,962 22,538,991 21,403,002 16,873,691 24,058,205 16,219,453 17,494,808 - - -
16,032,996 24,459,456 19,164,487 15,786,604 24,740,316 14,829,523 - - - -
18,994,453 23,924,511 18,574,636 14,661,940 26,371,631 - - - - -
19,905,289 23,529,379 17,765,680 16,190,318 - - - - - -
17,793,997 23,052,733 17,356,729 - - - - - - -
17,534,359 23,000,421 - - - - - - - -
17,821,575 - - - - - - - - -
6,463,721.29 10,702,575 5,075,740 (7,084,149) 6,201,642 (9,314,421) (9,580,588) (11,821,654) 424,090 -
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MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND

Reconciliation of Claims Liabilities by Type of Contract

Year ended December 31,

The schedule below presents the changes in claims liabilities for the past two years for MOPERM's two types of contracts:

Loss and loss adjustment expense reserves, beginning
of year

Incurred loss and loss adjustment expenses:
Provision for insured events — current year
Provision for insured events — prior years

Total incurred loss and loss adjustment expenses

Payments:
Loss and loss adjustment expenses
attributable to insured events — current year
Loss and loss adjustment expenses
attributable to insured events — prior years

Total payments

Loss and loss adjustment expense reserves,
end of year

Liability Property
2022 2021 2022 2021
$ 77,230,214 $ 74,211,140 $ 534,441 $ 550,562
22,512,482 19,481,166 2,230,061 2,563,630
(4,282,702) (1,941,805) (134,996) (3,886,785)
18,229,780 17,539,361 2,095,065 (1,323,155)
4,255,645 2,299,619 1,309,128 1,412,325
15,445,614 12,220,668 777,932 (2,719,359)
19,701,259 14,520,287 2,087,060 (1,307,034)
$ 75,758,735 $ 77,230,214 $ 542,446 $ 534,441
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MOPERM's proportion of the net pension liability

MOPERM's proportionate share of the net pension liability

MOPERM's covered payroll

MOPERM's proportionate share of the net pension liability
as a percentage of its covered payroll

Plan fiduciary net position as a percentage of the total
pension liability

MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND
Schedule of MOPERM's Proportionate Share of the Net Pension Liability
Missouri State Employees' Retirement System
Last 10 Fiscal Years*

December 31,2022 December 31,2021 December 31,2020 December 31,2019  December 31,2018  December 31,2017  December 31,2016  December 31, 2015
0.038% 0.032% 0.034% 0.032% 0.030% 0.033% 0.034% 0.035%

$ 2,705,052 $ 1,768,288 $ 2,129,232 § 1,961,021 $ 1,676,043  $ 1,720,313 § 1,579,883 $ 1,138,251

$ 753,578  $ 637,531 § 670,248 § 630,623 § 584,003 $ 650,280 § 659,145  § 686,195
358.96% 277.37% 317.68% 310.97% 286.99% 264.55% 239.69% 165.88%
53.53% 63.00% 55.48% 56.72% 59.02% 60.41% 63.60% 72.62%

Figures are based on a measurement date and actuarial valuation as of the end of the preceding fiscal year.

*This schedule is ultimately required to show information for ten years. Only the data for years currently available is displayed.
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MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND
Schedule of MOPERM's Contributions for Pensions
Missouri State Employees' Retirement System

Last 10 Fiscal Years*

December 31,2022 December 31,2021 December 31,2020 December 31,2019  December 31,2018  December 31,2017  December 31,2016  December 31, 2015
Required contribution $ 177,166  $ 145867 $ 145913  $ 127,449 $ 113,588 $ 110,353  § 111,857 $ 116,447
Contribution in relation to the required contribution $ 177,166  $ 145,867 $ 145913  § 127,449  § 113,588  § 110,353  § 111,857  § 116,447
Contribution deficiency (excess) $ - S - S - S -3 - % -3 -3 -
MOPERM's covered payroll $ 753,578 $ 637,531 $ 670,248 $ 630,623 $ 584,003 § 650,280 $ 659,145 § 686,195
Contributions as a percentage of covered payroll 23.51% 22.88% 21.77% 20.21% 19.45% 16.97% 16.97% 16.97%

Note: This schedule is ultimately required to show information for ten years. Only the data for years currently available is displayed.
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MOPERM's proportion of the net OPEB liability

MOPERM's proportionate share of the net OPEB liability

MOPERM's covered payroll

MOPERM's proportionate share of the net OPEB liability as
percentage of its covered payroll

Plan fiduciary net position as a percentage of the total OPEB
liability

MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND
Schedule of MOPERM's Proportionate Share of the Net OPEB Liability
State Retiree Welfare Benefit Trust
Last 10 Fiscal Years**

December 31, 2022*

December 31, 2021*

December 31, 2020*

December 31,2019%  December 31, 2018*
0.0365% 0.0402% 0.0395% 0.0361% 0.402%

$ 622,581 $ 716,031 $ 698,661 $ 632,558 S 709,381
$ 584,936 $ 693,227 $ 632,421 $ 581,922 § 584,003
106.44% 103.29% 110.47% 108.70% 121.47%

12.12% 10.14% 8.24% 7.31% 6.64%

*Based on a measurement date and actuarial valuation as of the end of the preceding fiscal year.

**This schedule will ultimately contain 10 years of data.
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Required contribution

Contributions in relation to the required contribution
Contribution deficiency (excess)

MOPERM's covered payroll

Contributions as a percentage of covered payroll

MISSOURI PUBLIC ENTITY RISK MANAGEMENT FUND
Schedule of MOPERM's Contributions for OPEB
State Retiree Welfare Benefit Trust
Last 10 Fiscal Years**

December 31, 2022*

December 31, 2021*

December 31, 2020*

December 31, 2019* December 31, 2018*

$ 27,151 § 29,065 $ 32,610 S 24,876 $ 27,110
$ 27,151  § 29,065 $ 32,610 $ 24876 $ 27,110
$ -8 -8 -8 -3 -
$ 584,936 § 693,227  § 632,421  § 581,922 § 584,003
4.64% 4.19% 5.16% 4.27% 4.64%

*Based on a measurement date and actuarial valuation as of the end of the preceding fiscal year.

**This schedule will ultimately contain 10 years of data.
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