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INDEPENDENT AUDITORS' REPORT 

The Board of Trustees 
Missouri Department of Transportation and 

Highway Patrol Employees' Retirement System 

Report on Schedules 

We have audited the accompanying schedule of employer allocations of Missouri Department of 
Transportation and Highway Patrol Employees' Retirement System (the System) as of and for the year ended 
June 30, 2017, and the related notes. We have also audited the total for all entities of the columns titled net 
pension liability, total deferred outflows of resources, total deferred inflows of resources, and total pension 
expense (specified column totals) included in the accompanying schedule of pension amounts by employer of 
the System as and for the year ended June 30, 2017, and the related notes (collectively the "Schedules"). 

Management's Responsibility for the Schedules 

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

Auditors' Responsibility 

Our responsibility is to express opinions on the schedule of employer allocations and the specified column 
totals included in the schedule of pension amounts by employer based on our audit. We conducted our audit 
in accordance with U.S. generally accepted auditing standards. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the schedule of employer allocations and 
specified column totals included in the schedule of pension amounts by employer are free from material 
misstatement. 

An audit involves performing procedures to obtain evidence about the amounts and disclosures in the 
schedule of employer allocations and specified column totals included in the schedule of pension amounts by 
employer. The procedures selected depend on the auditors' judgment, including the assessment of the risks of 
material misstatement of the schedule of employer allocations and specified column totals included in the 
schedule of pension amounts by employer, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the System's preparation and fair presentation of the schedule 
of employer allocations and specified column totals included in the schedule of pension amounts by employer 
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 the System's internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the schedule of employer allocations and specified column totals included in the schedule of 
pension amounts by employer. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 

Opinions 

In our opinion, the Schedules referred to above present fairly, in all material respects, the employer 
allocations and the total for all entities of the columns titled net the net pension liability, total deferred 
outflows of resources, total deferred inflows of resources, and total pension expense for the total of all 
participating entities for the System as of and for the year ended June 30, 2017, in accordance with U.S. 
generally accepted accounting principles. 

Other Matter 

We have audited, in accordance with U.S. generally accepted auditing standards, the financial statements of 
the System as of and for the year ended June 30, 2017, and our report thereon, dated November 8, 2017, 
expressed an unmodified opinion on those financial statements. 

Restriction on Use 

Our repmi is intended solely for the information and use of the System's management, the Board of Trustees, 
the System's employers as of and for the year ended June 30, 2017, and their auditors and is not intended to 
be and should not be used by anyone other than these specified parties. 

January 19, 2018 
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MODOT AND PATROL EMPLOYEES' 
RETIREMENT SYSTEM 

Schedule of Employer Allocations 
As of and for the year ended June 30, 2017 

Employer Contributions 

Missouri Department of Transportation 
Missouri State Highway Patrol 

$ 127,407,570 
78,068,086 

Total for All Entities $ 205,475,656 

See accompanying notes to the Schedules. 
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Employer 
Allocation 
Percentage 

62.01% 
37.99% 

100.00% 



Entity 

Missouri Department of Transportation $ 
Missouri State Highway Patrol 

Total for All Entities $ 

MODOT AND PATROL EMPLOYEES' 
RETIREMENT SYSTEM 

Schedule of Pension Amounts by Employer 
As of and for the year ended June 30, 2017 

Net Pension Liability 

Proportionate 
Share of Plan 

Beginning Ending Pension Expense 

1,097,719,514 $ 1,012,417,855 $ 83,656,915 
671,939,544 620,250,835 51,272,594 

1,769,659,058 $ 1,632,668,690 $ 134,929,509 

Pension Expense 

Net Amortization 
of Deferred 

Amounts from 
Changes in 

Proportion and 
Differences 

Between 
Employer 

Contributions 
and 

Proportionate 
Share of 

Contributions 

$ (7,593,359) 
7,593,359 

$ 

$ 

$ 

Total Pension 
Expense 

76,063,556 
58,865,953 

134,929,509 

Deferred Outflows of Resources 

Entity 

Missouri Department of Transportation 
Missouri State Highway Patrol 

Total for All Entities 

Difference 
between Expected 

and Actual 
Experience 

$ 

$ 

Net Difference 
Between 

Projected and 
Actual 

Investment 
Earnings on 
Pension Plan 
Investments 

$ 63,664,102 
39,003,375 

$ 102,667,477 

Change in 
Assumptions 

$ 

$ 

Change in 
Proportion and 

Difference 
Between 

Employer 
Contributions 

and 
Proportionate 

Share of 
Contributions 

$ 

Total Deferred 
Outflows of 
Resources 

$ 63,664,102 
10,859,524 49,862,899 

$ 10,859,524 $ 113,527,001 

Deferred Inflows of Resources 
iange m 

Proportion and 
Net Difference Differences 

Between Between 
Projected and Employer 

Difference Actual Contributions 
Between Investment and 

Expected and Earnings on Proportionate Total Deferred 
Actual Pension Plan Change in Share of Inflows of 

Entity Experience Investments Assumptions Contributions Resources 

Missouri Department of Transportation $ 34,577,149 $ 57,163,034 $ $ 10,859,524 $ 102,599,707 

Missouri State Highway Patrol 21,183,453 35,020,539 56,203,992 

Total for All Entities $ 55,760,602 $ 92,183,573 $ $ 10,859,524 $ 158,803,699 
======= 

See accompanying notes to the Schedules. 
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MISSOURI DEPARTMENT OF TRANSPORTATION AND IDGHWAY PATROL EMPLOYEES' 
RETIREMENT SYSTEM 

Notes to the Schedules of Employer Allocations and Pension Amounts by Employer 
As of and for the Year Ended June 30, 2017 

Note 1 - Plan Descriptions 

Missouri Department of Transportation and Highway Patrol Employees' Retirement System (MPERS or "the 
System") is a body corporate and an instrumentality of the State as a multiple-employer, public employee 
retirement system with one plan that has three benefit structures known as the Closed Plan, the Year 2000 
Plan, and the Year 2000 Plan-2011 Tier (the Plan). The Plan provides retirement, survivor, and disability 
benefits for employees of Missouri Department of Transportation (MoDOT), Missouri State Highway Patrol 
(MSHP), and MPERS' staff. The Plan is administered in accordance with the requirements of a cost sharing, 
multiple-employer, public employee retirement plan under the Revised Statutes of Missouri. In MPERS are 
vested the powers and duties specified in sections 104.010 to 104.312, 104.601to104.805, and 104.1003 to 
104.1093, RSMo., and such other powers as may be necessary or proper to enable it, its officers, employees, 
and agents to carry out fully and effectively all the purposes outlined pursuant to these sections. 
Responsibility for the operation and administration of the System is vested in the Board of Trustees, which 
consists of eleven members, four elected by the active and retired plan members, three Highway and 
Transportation Commissioners, a State Senator appointed by the President Pro-Tern of the Senate, a State 
Representative appointed by the Speaker of the House, and the Director of the Mo DOT and Superintendent of 
the MSHP who serve as ex-officio members. Due to the nature ofMPERS' reliance on funding from MoDOT 
and MSHP and control of the overall Plan document by the legislative and executive branches of state 
government, MPERS is considered a patt of the State of Missouri financial repmting entity and is included in 
the State's financial repotts as a component unit shown as a pension trust fund. 

Generally, all covered employees hired before July 1, 2000, are eligible for membership in the Closed Plan. 
All covered employees hired on or after July 1, 2000, and before January 1, 2011, are eligible for membership 
in the Year 2000 Plan. All covered employees hired on or after January 1, 2011, are eligible for membership 
in the Year 2000 Plan's 2011 Tier. 

Further information related to required contributions, pension benefits, other plan terms, and investments and 
related return and financial information related to MPER is available as described in Note 4. 

Note 2 - Summary of Significant Accounting Policies 

MPERS employers are required to report pension information in their financial statements for fiscal periods 
beginning on or after June 15, 2014, in accordance with Governmental Accounting Standards Board 
Statement No. 68, Accounting and Financial Reporting for Pensions. The Schedules of Employer 
Allocations and Schedules of Pension Amounts by Employer provide employers with the required 
information for financial repo1ting under that standard. 

The underlying financial information used to prepare the pension allocation schedules is based on MPERS' 
financial statements and its accounting and payroll reporting systems. The financial statements of MPERS 
were prepared using the accrual basis of accounting and in accordance with U.S. generally accepted 
accounting principles. 

Member and employer contributions are recognized when due, pursuant to formal commitments and statutory 
requirements. Benefits and refunds of employee contributions are recognized when due and payable in 
accordance with the statutes governing MPERS. Expenses are recognized when the liability is incurred, 
regardless of when payment is made. Investments are reported at fair value on a trade date basis. 
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Total contributions for the fiscal year 2017 were used as the basis for determining each employer's 
propotiionate share of the collective pension amounts repotied on the schedules. However, the System is 
excluded from all allocations. As a result, contributions totaling approximately $1,079,000 related to the 
System's members were excluded from the Schedules of Employer Allocations. 

The net pension liability is based on the Plan's fiduciary net position as repotied in its financial statements 
and the estimated total pension liability estimated by MPERS' actuary as of each fiscal year-end. It is 
allocated based on each employer's propo1iionate share of employer contributions. 

Deferred inflows and outflows, except for the change in propotiion, are allocated based on each employer's 
proportionate share of contributions for the fiscal year. The difference between expected and actual 
investment earnings on pension plan investments is amortized as a component of pension expense over 5 
years on a straight-line basis while the differences between expected and actual experience and changes in 
assumptions are amortized as a component of pension expense over the expected average remaining service 
lifetime (EARSL) of all patiicipants (4.3595 years for the year ended June 30, 2017). Deferred inflows and 
outflows related to the change in propotiion used for allocation purposes from one fiscal year to the next are 
estimated by reallocating beginning balances using the ending allocation percentage and amortizing the 
difference over the EARSL as a component of pension expense. The remaining unamortized deferred inflows 
and outflows are repotied in the Schedule of Pension Amounts by Employer. 

Pension expense is based on the service cost earned by participants during the fiscal year, interest on the total 
pension liability, cetiain changes in plan :fiduciary net position, and the current year ammiization of deferred 
inflows and outflows. It is allocated based on each employer's proportionate share of collective plan amounts 
and its specific amortization of change in propotiion deferred item. 

The preparation of these schedules in conformity with U.S. generally accepted accounting principles requires 
management to make significant estimates and assumptions that affect the reported amounts during the 
reporting period. Actual results could differ from those estimates. 

Note 3 -Actuarial Assumptions and Methods 

The components of the net pension liability of the Systems' employers at June 30, 2017, are as follows: 

Total pension liability 
MPERS fiduciary net position 

Employers' net pension liability 

Plan net position as a percentage of the total pension liability 

Covered employee payroll - all 

Employers' net pension liability 
as a percentage of employee covered payroll 

$ 3,802,443,730 
2,169,775,040 

$ 1,632,668,690 

57.06% 

$ 356,515,416 

457.95% 

The total pension liability was calculated by the Systems' independent actuary as of June 30, 2017. The entry 
age normal cost method was utilized along with an inflation assumption of 3%, a long-term expected rate of 
return on investments of7.75% (net of investment expenses and including inflation factor), salary increases of 
3.5% to 11 % (including wage inflation of 3.50%) and mo1iality based on RP 2000 Combined Healthy 
Motiality Tables, projected 16 years and set back I year for males and females. 
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The current funding policy, if actuarial assumptions are met, results in the projected Plan fiduciary net 
position being sufficient to pay benefits for all future years. Therefore, the current 7.75% discount rate is 
considered adequate, and the use of the municipal bond rate calculation is not necessary. 

Actuarial valuations of the Systems involve estimates of the reported amount and assumptions about 
probability of occurrence of events far into the future. Examples include assumptions about future 
employment, m01tality and future salary increases. Amounts determined regarding the net pension liability are 
subject to continual revision as actual results are compared with past expectations and new estimates are made 
about the future. The last 5-year experience study was conducted for the period July 1, 2007 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, 2011. 

Note 4 - Additional Financial and Actuarial Information 

Additional financial and actuarial information supporting the preparation of the Schedules of Employer 
Allocations and Schedules of Pension Amounts by Employer is included in the Systems' Comprehensive 
Annual Financial Report for the year ended June 30, 2017. The Comprehensive Annual Financial Rep01t 
("CAFR") can be obtained at www.mpers.org or at MoDOT and Patrol Employees' Retirement System 
(MPERS), P.O. Box 1930, Jefferson City, MO 65102-1930. 
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