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City of Menasha * Department of Finance

MEMORANDUM

TO: Mayor Merkes, Council President Hendricks and the members of the
City of Menasha Common Council

FROM: Tom Stoffel - Comptroller/Treasurer FT/_LJ
DATE: 04/03/2009
SUBJECT: Selection of Actuarial Firm to comply with requirements of GASB 45

The City of Menasha is in the process of engaging a consultant to perform the
actuarial calculation needed to comply with Government Accounting Standards
Board (GASB) Statement 45. GASB is the rule-setting body for governmental
accounting and their statements must be followed or the audit opinion for the
City will be qualified.

Like most other governmental entities, the City currently accounts for its retiree
medical plan on a pay-as-you-go basis, as retiree medical plan cost are paid for
by current retirees. Accrual accounting under GASB 45 accelerates the
recognition of the County’s retiree medical plan costs by accruing the cost during
the employee’s working lifetime.

It is important to note that:

e GASB 45 does not change the ultimate cost of the County’s retiree
medical [plan, it only changes the timing of the cost recognition

e GASB 45 does not require pre-funding of the retiree medical plan in a
separate trust. The City of Menasha will continue funding the retiree
medical plan on a pay-as-you-go basis from the City's general assets.
The difference between the GASB 45 liability accrual and pre-funded
amounts (if any) would be an unfunded liability.

For your additional reference, | have attached a GASB 45 basic question and
answer form which was prepared by the Governmental Accounting Standards
Board.
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In a few months a report will be finalized by our consultants detailing the amount
of the past service component, current service component and future service
component of the City’s expected post retirement health benefit obligation.

| have reviewed the proposals submitted to the City to perform the GASB 45
calculation. The City received five proposals from the following consultants:

Alliance Benefit Group — Indianapolis, Indiana

Donlon & Associates, Inc. — Lisle, lllinois

Foster & Foster, Inc. — Lincolnshire, lllinois

Key Benefits Concepts — Waukesha, Wisconsin

United Health Actuarial Services, Inc. — Carmel, Indiana

S A

Enclosed is a copy of the Request for Proposals sent out and also posted on the
City’s website. The proposal requests responses in four key areas: expertise of
consultant in performing this type of work, minimum of three municipal
references, ability to meet timeline set by City and an price for the report.

. All companies submitting proposals met the levels of expertise necessary for
performing the work and were able to meet the timeline as set by the City.

After reviewing all the proposals, | determined that United Health Actuarial
Services, Inc. had the least amount of experience in preparing this report and |
removed them from further consideration.

The City budgeted $8,000 for this report and of the remaining four consultants,
the proposal from Donlon & Associates, Inc. exceeded that amount and so |
removed them from further consideration.

The three remaining consultants, Alliance Benefit Group, Foster & Foster, Inc.
and Key Benefits Concepts all had submitted timetables that met the City’s
needs and listed several municipal clients they had worked with. Foster &
Foster, Inc. references were strong but were not from municipalities | had had
contact with and so | removed them from further consideration

The two remaining proposals submitted are both very strong in the areas
outlined in the RFP but based on a conversation with Mark Van Der Zee,
Director of Business and Personnel Services for the Menasha Joint School
District,, | would recommend The City award the project to Key Benefits
Concepts.
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GASB STATEMENT 45 ON OPEB ACCOUNTING BY GOVERNMENTS
A FEW BASIC QUESTIONS AND ANSWERS

1. Why was Statement 45 on OPEB accounting by governments necessary?

Statement 45 was issued to provide more complete, reliable, and decision-useful
financial reporting regarding the costs and financial obligations that governments
incur when they provide postemployment benefits other than pensions (OPEB) as part
of the compensation for services rendered by their employees. Postemployment
healthcare benefits, the most common form of OPEB, are a very significant financial
commitment for many governments.

2. How was OPEB accounting and financial reporting done prior to Statement 45?

Prior to Statement 45, governments typically followed a “pay-as-you-go” accounting
approach in which the cost of benefits is not reported until after employees retire.
However, this approach is not comprehensive—only revealing a limited amount of
data and failing to account for costs and obligations incurred as governments receive
employee services each year for which they have promised future benefit payments in
exchange.

3. What does Statement 45 accomplish?

® When they implement Statement 45, many governments will report, for the first
time, annual OPEB cost and their unfunded actuarial accrued liabilities for past
service costs. This will foster improved accountability and a better foundation for
informed policy decisions about, for example, the level and types of benefits
provided and potential methods of financing those benefits.

The Standard also:

® Results in reporting the estimated cost of the benefits as expense each year during
the years that employees are providing services to the government and its
constituents in exchange for those benefits.

® Provides, to the diverse users of a government’s financial reports, more accurate
information about the total cost of the services that a government provides to its
constituents.

® Clarifies whether the amount a government has paid or contributed for OPEB
during the report year has covered its annual OPEB cost. Generally, the more of
its annual OPEB cost that a government chooses to defer, the higher will be (a) its
unfunded actuarial accrued liability and (b) the cash flow demands on the
government and its tax or rate payers in future years.

® Provides better information to report users about a government’s unfunded
actuarial accrued liabilities (the difference between a government’s total
obligation for OPEB and any assets it has set aside for financing the benefits) and
changes in the funded status of the benefits over time.



4. What are the most common misconceptions about Statement 45?

a. That it requires governments to fund OPEB. Statement 45 establishes
standards for accounting and financial reporting. How a government actually
finances benefits is a policy decision made by government officials. The objective
of Statement 45 is to more accurately reflect the financial effects of OPEB
transactions, including the amounts paid or contributed by the government,
whatever those amounts may be.

b. That it requires immediate reporting of a financial-statement liability for the
entire unfunded actuarial accrued liability. Statement 45 does not require
immediate recognition of the unfunded actuarial accrued liability (UAAL) as a
financial-statement liability. The requirements regarding the reporting of an
OPEB liability on the face of the financial statements work as follows:

® Governments may apply Statement 45 prospectively. At the beginning of the
year of implementation, nearly all governments will start with zero financial-
statement liability.

® From that point forward, a government will accumulate a liability called the
net OPEB obligation, if and to the extent its actual OPEB contributions are
less than its annual OPEB cost, or expense.

® The net OPEB obligation (not the same as the UAAL) will increase rapidly
over time if, for example, a government’s OPEB financing policy is pay-as-
you-go, and the amounts paid for current premiums are much less than the
annual OPEB cost.

Statement 45 does, however, also require the disclosure of information about the
funded status of the plan, including the UAAL, in the notes to the financial
statements—and the presentation of multi-year funding progress trend
information as a required supplementary schedule.

¢. That it requires governments to report “future costs” for OPEB. It is
misleading and incorrect to describe accrual accounting for OPEB as requiring the
expensing of “future costs.” From an accrual accounting standpoint (the basis of
accounting required for all transactions in the government-wide financial
statements), the reported expenses relate entirely to transactions (exchanges of
employee services for the promised future benefits) that already have occurred.
Statement 45 requires governments to report costs and obligations incurred as a
consequence of receiving employee services, for which benefits are owed in
exchange. The normal cost component of annual expense is the portion of the
present value of estimated total benefits that is attributed to services received in
the current year. The annual expense also includes an amortization component
representing a portion of the UAAL, which relates to past service costs. Estimated
benefit costs associated with projected future years of service are not reported.
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CITY OF MENASHA, WISCONSIN
REQUEST FOR PROPOSALS-ACTUARIAL SERVICES

Section 1 — Introduction

The City of Menasha is currently seeking actuarial services that will assist in the implementation
of Governmental Accounting Standards Board (GASB) Statement No. 45 (Accounting and
Financial Reporting by Employers for Post Employment Benefits Other Than Pensions), for its
current other post employment benefits (OPEB).

In preparation for implementation of GASB 45, an actuarial valuation is needed to determine the
City’s liability related to OPEB. The actuarial valuation should be performed in accordance with

paragraph 13 of GASB 45 and applicable actuarial standards issued by the Actuarial Standards
Board.

The requirements of GASB 45 will be effective for the City’s financial statements covering the
fiscal year beginning on January 1, 2008, with a reporting date of December 31, 2008. The full,
initial GASB valuation will be a one-time project to bring the City into compliance. It is

expected that there will be periodic follow-up reviews and updated forecasting as required by
GASB regulations.

Section 2 — Background

The City is located in northeast Wisconsin in Winnebago and Calumet Counties, approximately
90 miles north of Milwaukee, 96 miles northeast of Madison and 38 miles southwest of Green
Bay. Incorporated in 1874, the City encompasses approximately 6.77 square miles, with a 2008
estimated population of 17,408. The form of government is mayor/aldermanic with 8
alderpersons elected for two-year alternating terms. Currently the City has approximately 100
full-time and 6 regular part-time insurance eligible employees.

The City purchases a comprehensive employee health plan from Network Health Plans,
comparable to those offered by other Wisconsin municipalities. The cost to the City for the plan
is negotiated on an annual basis with Network Health Plan. The City has no continuing
obligation beyond the annual contract.

City of Menasha retirees are eligible to remain on the City of Menasha health insurance plan
until they become eligible for Medicare. Spouses and eligible dependants may also remain on
this plan as long as the retiree is on the plan and until their COBRA rights are exhausted. The
retiree is obligated to pay the entire cost of the plan for themselves, spouses and dependants,
except as described in Sick Leave Payouts.
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Retirees become qualified when they have reached the age necessary to immediately receive a
pension annuity from the Wisconsin Retirement System (WRS). Current employees become
eligible for health insurance coverage on the first day of the month following their hire date if
they work at least 640 hours per year on a year-round basis in WRS covered positions. The City
makes a contribution of $55/month towards the premium of a single plan and $190 towards the
premium of a family plan for all Fire Department personnel retiring after 1/1/1998. This
contribution continues until the fireman leaves the plan.

The City of Menasha has two sick leave payout provisions upon retirement under the Wisconsin
Retirement System. For any accumulation of sick leave after 120 days, employees are eligible to
remain on the City Health Insurance Plan and offset the premium cost by the sick leave payout.
Once this benefit is exhausted, there is no more offset. If an employee chooses not to remain on
the City Health Insurance Plan, this payout provision is forfeited.

For accumulated sick leave up to 120 days, employees are eligible to receive a payment in cash
or an offset of the premiums if the employee chooses to remain on the City Health Insurance
Plan. The specific amount is determined by respective Collective Bargaining Agreements with
Unionized employees and by the rules of the Personnel Policy Handbook for non-unionized
employees.

Section 3 — Scope of Services

The City of Menasha is seeking proposals in response to the Request for Proposal from qualified
actuaries to provide actuarial services for the City’s OPEB. The desired completion date of the
study is June 30, 2009, and a formal presentation to the City Council may be required.

To be considered, a Proposer must have at least three (3) years of successful contracting

experience in the type of work involved in this project, and must have successfully performed
work similar in scope to the work proposed in this project.

Evidence of Firm’s qualifications and at least three (3) municipal references shall be submitted.
Failure to include this information may result in firm being found non-responsive.

The City will make available the following information:
1. Current health insurance census
2. Health insurance census history

3. Health insurance premium schedule

The primary project is the GASB 45 valuation. The proposal should include the following
comprehensive actuarial services provided in a written report:
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1. Prepare an actuarial valuation following GASB 45 standards. Include the following
information:

The actuarial present value of total projected benefits

Unfunded actuarial accrued liability

Actuarial accrued liability

Actuarial value of assets

Normal cost

Annual required contribution of the employer as a level dollar amount and as a
level percentage of covered payroll

e Net OPEB obligation for employer disclosure under GASB Statement 45, if
necessary.

2. Prepare the necessary material for the audit report to comply with GASB OPEB reporting
and disclosure requirements.

3. Determine the implicit rate subsidy, if any, and the impact it would have on the OPEB
liability.

4. Provide recommendations on managing the OPEB liability.

Section 4 — Selection Criteria

The selected firm will be given written notification of being selected by the City. Firms shall be
ranked on the following:

1. Compliance with the RFP.
2. Expertise, experience and qualifications of the firm, and its personnel.

3. Current and projected workload and ability to complete the work by desired completion
date.

4. Performance on all projects within the past three (3) years.
5. Experience working with governmental agencies.
6. Size of the firm submitting the proposal relative to the size of the project.

7. Price and timeline as indicated in the proposal.
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Section 5 — Contract Awards

Each proposal will be reviewed by City personnel and a recommendation made to the City
Council. The City anticipates entering into a written contract with the vendor who submits the
proposal judged by the City to be most advantageous.

The City reserves the right to reject all proposals, to abandon the project, or to re-advertise or
solicit other proposals. The City may, in its discretion, waive any informalities, technicalities
and irregularities contained in a proposal or in the manner of its submittal and award a contract
to the vendor who, in the city’s opinion, has submitted the proposal most advantageous to the
City.

Section 6 — Cost and Fee Arrangements

The proposal must provide a maximum “not to exceed” cost for the project based on the project
as described herein. Additional recommendations and services or options may be included as
additions to the project on an optional basis.

Section 7 — Procurement Rules and Information

Deadline/Instructions for Submission:

For consideration to be given to any proposal submitted pursuant to this RFP, three (3) paper
copies of the RFP materials must be received by 4:00 p.m. on Friday, March 27, 2009 at the
address listed below:

Actuarial Service Proposal
City of Menasha
ATTN: Thomas Stoffel/Comptroller/Treasurer
140 Main Street
Menasha, WI 54952

A vendor may submit the proposal by personal delivery, or by mail, but not by facsimile.

Insurance Requirements:

Successful vendor shall purchase and maintain through the contract period workers
compensation, comprehensive general liability, comprehensive automobile liability, and other
insurance as is appropriate for the project being performed hereunder by the vendor, its
employees, subcontractors or agents. The successful vendor will provide a certificate of
insurance with the following limits: $250,000/person, $500,000/accident, $100,000/property
damage, $1,000,000 excess automobile liability; general liability with limits of not less than

$1,000,000 per occurrence, and $1,000,000 per aggregate. The City of Menasha will be named
as additional insured on the policies.
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Contact Person:

Thomas Stoffel
Comptroller/Treasurer
140 Main Street
Menasha, WI 54952
920-967-3630
Fax: 920-967-5271
Email: tstoffel@ci.menasha.wi.us

Proposed Calendar of Events:

Date Action

February 27, 2009 Issue RFP, mail to vendors

March 2, 2009 Advertise RFP on City Website

March 27, 2009 Proposal due no later than 4:00 p.m.

April 6, 2009 Council approval of recommended vendor
April 8, 2009 Contract signed

June 30, 2009 Completion of actuarial evaluation



i ACCREDITED |
| “BUSINESS |
ey

werrisdes |
L uoroici

BBB Rating:A¢

Key Benefit Concepts, LLC

Proposal for an Actuarial Valuation of

Post Employment Benefits

March 2009

This report, its text, charts, content and
formatting are subject to copyright
protection and are the exclusive property
of Key Benefit Concepts, LLC.

Key cepts

L A
A Limited Liability Company



City of Menasha
Other Post-Employment Benefit
Actuarial Liability Study

About Key Benefit Concepts, LLC

Key Benefit Concepts, LLC (KBC) is an employee benefits and actuarial consulting firm.
Established in 1992, our mission statement is grounded in the delivery of unbiased
counsel to employers in the evaluation, design and implementation of employee benefit
programs. Over the years, we have provided innovative solutions to public and private
employers in addition to Taft Hartley groups.

As consultants, we do not receive commissions, overrides, bonuses, trips, etc. as
payment for our services. Our compensation comes from our clients based on an hourly
fee or project basis. This guarantees that our motivation is to serve our clients’ needs.

We bring to our clients a variety of experiences and diversity of talents. From strategists
to claim audit experts, we add value by providing a depth and breadth of knowledge,
which has defined our success. Associations with individuals who provide legal and
clinical expertise assure that we provide thorough assessments and comprehensive
solutions that meet our clients’ goals.

Summary and Objectives

With the issuance of a Government Accounting Standards Board (“GASB”) statement on
Other Post Employment Benefits (“OPEBs”), the City of Menasha (“the City”) desires to
have an actuarial study conducted that will provide a calculation of their OPEB liability.
(This statement requires a change from cash to an accrual basis for retiree benefit
programs.) The City appreciates that the liability calculations obtained will allow them to
better understand the potential impact of the statement. The City wishes to use this
information in a proactive manner that will help them plan for long-term financial and
business goals. The City anticipates the proposal will provide an evaluation and forecast
of future employer liabilities for post-retirement medical benefits.

The City has identified the following objectives:

» The desire to understand and appreciate the nature of the obligation.

* Quantify the City's OPEB liabilities to determine the magnitude and impact of the
liability.

Project Scope
Preparation Phase

I Mutually determine the scenarios and desired outcomes of the project.

Il Review data gathered from the City.

ll. Follow up with the City, vendors or any other party to obtain additional
information, as needed.

IV. Create data worksheets.

V. Evaluate and prepare demographic and service tables.

Key Benefit Concepts, LLC
OPEB Actuarial Liability Study Page 1



Actuarial Valuation Phase

I Determine appropriate assumptions to complete valuation.

Il. Calculate the present value of future benefits, based upon the data provided and
current GASB actuarial liability methodologies. This will be calculated for each
employee and retiree - valuing the implicit rate subsidy occurring from those
retirees that choose to self-pay 100% of the medical premiums to remain on the
City’s medical plan.

I. Calculate the OPEB liability scenarios based upon trends, plan design and/or
interest assumptions.

V. Develop and prepare the Summary Report for the District including a telephonic
review of the draft report and one visit to the District to present the finalized
report to the District.

The City’s OPEB liability is a direct and sole result of the implicit rate subsidy occurring
from retirees that choose to remain on the City’s group medical plan provided that the
retiree pays the full amount (100%) of the required medical premium. The implicit rate
subsidy, as defined by GASB Statement 45 is “the difference between a premium rate
charged to retirees for a particular benefit and the estimated rate that would be
applicable to those retirees if that benefit was acquired for them as a separate group”.
Included in the proposal is a summary of the required eligibility needed to qualify for the
City’s post-retirement benefit (i.e. direct payments by retires eligible for Wisconsin
Retirement System in order to remain in the group medical plan). This summary is the
basis by which our proposal was developed.

Sick Leave Benefit

The City of Menasha offers two sick leave payout provisions upon retirement under the
Wisconsin Retirement System (WRS). The District provides City employees who retire
with a cash benefit for unused sick days, which may be received in cash or applied to
continued health insurance. According to current GASB regulations, compensated
absences should currently be accounted for under GASB statement 16. Since the
retirees have the option of using these amounts for continued health insurance, the
implicit rate subsidy applicable to the “value” of the benefit for those who continue health
insurance coverage is considered an OPEB benefit. Our proposal includes the valuation
of the OPEB benefit relative to the implicit rate subsidy. It does not include valuation of
the compensated absences, as it is not necessary.

Value
Successful outcomes are assured when our clients play an active role in their projects,

which in turn, provides great value to the City. Key Benefit Concepts, LLC engages in
projects when we know we can deliver value to our client.

The value to the City of Menasha is:

¢ To more thoroughly and thoughtfully address the provision of retiree health care
benefits.

e Gain an understanding of how the new accounting requirements for the OPEB
liability will impact the City, its employees and retirees.

Key Benefit Concepts, LLC
OPEB Actuarial Liability Study Page 2



Actuarial Valuation Components

As outlined in the City’s RFP, the actuarial valuation prepared by KBC will contain the
following components:

The actuarial present value of total projected benefits

Unfunded actuarial accrued liability (UAAL)

Actuarial accrued liability (AAL)

Actuarial value of assets

Normal Cost

Annual required contribution of the employer as a level dollar amount and as a level
percentage of covered payroll

Net OPEB obligation for employer disclosure under GASB Statement 45

» The necessary materials for the audit report to comply with GASB OPEB reporting
and disclosure requirements

¢ Determination of implicit rate subsidy, if any, and the impact it would have on the
OPERB liability

¢ Recommendations for managing OPEB liability

OPEB Project Fee

Our fee for this project is based upon the retirement benefits offered to those
classifications as described in the Post Employment Benefit summaries at the end of the
proposal. The City’s employees that are eligible for a post employment benefit

encompass over one hundred actives and retirees. Therefore, we offer the City our
standard OPEB valuation:

OPEB Valuation Fee Range

Standard Detailed OPEB Valuation $ 5000 - $ 5,400

The fee for services is expected to be within the fee range shown, but shall be no more
than the higher fee noted in the range. This allows for discrepancies in the benefit
summaries and/or modifications to the valuation as determined at acceptance.
Subsequent studies and alterations are not included in the above noted fee range. Our
fees include preparation of an electronic version of the report and 2 hard copies of the
final valuation report. Additional expenses such as travel, additional copies of the report,
and/or materials other than correspondence will be billed at cost. Statements for work
completed will be invoiced on a monthly basis. The first invoice will be sent following
completion of the draft report. Payment is due upon receipt. A second invoice will be
sent iffwhen a presentation of the final report is provided to the District.

Key Benefit Concepts, LL.C
OPEB Actuarial Liability Study Page 3




Acceptance

This forms an agreement between the City of Menasha and Key Benefit Concepts, LLC.
Please check the box of the type of valuation the City is accepting:

Standard Detailed OPEB Valuation:
The City accepts KBC's proposal for an OPEB valuation.

Please indicate if the County’s medical planis: [ Insured [ Self-insured

Please check one box below:

[0 The Post Employment Benefit Summaries as provided in this proposal,
accurately and completely reflect the retirement benefits offered by the City.

[0 The Post Employment Benefit Summaries accurately and completely reflect the
retirement benefits offered by the City given the modifications made by the City
and noted with this acceptance. (Please mark changes on page 4.)

City of Menasha

Thomas Stoffel, City Comptroller/Treasurer

.v C%?Z/LLC S/Z ] /og

»\lz'rﬁ'daz/h. Mont, RHU, Senior Benefit Consultant, Managing Member

Facsimiles of acceptance signatures shall be as valid as the original signatures.

Key Benefit Concepts, LLC

OPEB Actuarial Liability Study Page 4



City of Menasha

Summary of Post Employment Benefits

All City Employees

Eligibility

OPEB Benefit

Eligible to receive a
pension annuity from the
WRS

Medical Insurance: Retirees are eligible to remain on the
City’s health insurance plan until they become eligible for
Medicare. Spouses and eligible dependents may also
remain on this plan as long as the retiree is on the plan and
until their COBRA* rights are exhausted. The retiree is
obligated to pay the entire cost of the plan for themselves,
spouses and dependents, except as described in Sick
Leave Payouts.

Sick Leave Payout—Continuation of Health Insurance:
(Implicit Rate Subsidy only) For any accumulation of sick
leave after 120 days, employees are eligible to remain on
the City Health Plan and offset the premium cost by the sick
leave payout.

Once this benefit is exhausted, there is no more offset. If
an employee chooses not to remain on the City Health
Plan, this payout provision is forfeited.

Non-OPEB Benefit

Sick Leave Payout—In Cash: For accumulated sick leave
up to 120, employees are eligible to receive a payment in
cash. The specific amount is determined by the respective
Collective Bargaining Agreements with Unionized
employees and by the rules of the Personnel Handbook for
non-unionized employees.

“Retirees may stay on the plan until Medicare-eligible, spouses and dependents are
limited to COBRA continuation.

Fire Department Personnel

Eligibility

OPEB Benefit

Medical Insurance: The City makes a contribution of $55
towards the premium of a single plan and $190 towards the
premium of a family plan for all Fire Dept. personnel retiring
after 1/1/1998. This contribution continues until the Fireman
leaves the plan.

Key Benefit Concepts, LLC
OPEB Actuarial Liability Study

Page 5




References: KBC Experience with similar projects:

e Cities

Lori Rich

Accounting Services Manager

City of Ripon

100 Jackson Street

Ripon, W| 54971

Phone: (920) 748-4918

Type of Project: Actuarial Valuation of Other Post Employment Benefit Obligations
based upon current GASB Accounting Standards

Yuzhen Liu

Finance Director

City of Marinette

1905 Hall Avenue

Marinette, Wl 54143

Phone: (715) 732-5143

Type of Project: Actuarial Valuation of Other Post Employment Benefit Obligations
based upon current GASB Accounting Standards

e Counties

Carolyn Maricque

Finance Director

Brown County

305 E. Walnut Street

Room 550

Green Bay, W1 54301

Phone: (920) 448-4046

Type of Project: Actuarial Valuation of Other Post Employment Benefit Obligations
based upon current GASB Accounting Standards

Todd Reckelberg, CGFM

Comptroller

Manitowoc County

1110 S. 9th Street

Manitowoc, WI 54220

Phone: (920) 683-4080

Type of Project: Actuarial Valuation of Other Post Employment Benefit Obligations
based upon current GASB Accounting Standards

Key Benefit Concepts, LLC
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¢ School Districts

Mark Van Der Zee

Director of Business Services

Menasha Joint School District

328 Sixth Street

PO Box 360

Menasha, W1 54952

Phone: (920) 967-1410

Type of Project: Actuarial Valuation of Other Post Employment Benefit Obligations based
upon current GASB Accounting Standards

Gary Kvasnica, RSBO

Business Manager

Kimberly Area School District
217 E. Kimberly Ave

Kimberly, WI 54136

Phone: (920) 788-7900, ext. 1406

Type of Project: Actuarial Valuation of Other Post Employment Benefit Obligations based
upon current GASB Accounting Standards

Key Benefit Concepts, LLC
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Timetable
Below is a 10-week timetable for the completion of the post employment benefits as

proposed.
City of Menasha
Other Post Employment Benefit Valuation Timeline
Week1 Week2 Week3 Week4 Week5 Week6 Week7 Week8 Week9 Week 10
Data Collection L
Data set up and |
determination of assumptions
Verification of eligibility and I

assumptions

Actuarial valuation of
benefits for each eligible
participant

Verification of results & ]

and finalization

Preparation of report and
presentation of findings

Assuming that all data is obtained from the City within 3 weeks of acceptance, the valuation will be completed within
the 10 week timetable noted above.

KBC’s Consulting Team

KBC’s consulting services are provided by a team of highly qualified experienced
professionals. Linda Mont is a senior consultant and managing member. As such, she
is responsible for signing agreements and overseeing all work performed. For this
project, Manal Rizek will be the primary contact once the proposal is accepted. She is
the actuarial consultant leading the team working on this project under the guidance of
Ted Windsor our chief actuary who will be signing the final report. The biographies of
KBC personnel actively involved in the actuarial and technical portions of the projects
are at the end of this proposal.

Key Benefit Concepts, LLC
OPEB Actuarial Liability Study Page 8



Linda R. Mont, RHU

Linda Mont is the senior benefit consultant at Key Benefit Concepts and has over 25
years experience providing health care benefit services to private and public sector
employers.

Linda’s areas of expertise include:
< Analyze claims data to evaluate appropriate use, overuse and abuse

< Review and analysis of current health care plan designs and recommendations for
plan modifications

< Review and evaluation of utilization review programs and prescription drug benefit
managers and programs

< Evaluate and develop elements of flexible benefit programs, administration and
communication

< Review and/or develop summary plan descriptions and master plan documents

< Auditing of claims and administrative services of insurance companies and third
party administrators

< Develop bid specifications, bidding, analysis and implementation of new claims
administration

“ Analyze plan experience and renewal negotiations with insurance companies,
provider networks and third party administrators

« Evaluation of funding options and plan risk tolerance. Assisting employers in the
determination of appropriate aggregate and specific stop-loss levels.

Linda Mont has been a benefits consultant with KBC over 15 years. Prior to that, she
was a health and welfare consultant in the Milwaukee office of William M. Mercer,
Incorporated and a service representative in the Brookfield, W! office of CNA Insurance
Companies.

She has a Bachelors of Arts degree in Management & Communications from Concordia
University, Mequon, Wisconsin. She is a registered health underwriter (RHU). Sheis
also a licensed life, health, property and casualty insurance intermediary for the State of
Wisconsin, a member of the Milwaukee Claim Association, the International Foundation
of Employee Benefit Plans and the Greater Milwaukee Employee Benefit Council. She
is also an affiliate member of the Wisconsin School Board Association. Linda Mont is an
experienced speaker for several organizations providing relative information on topics
within her expertise as noted above.

Email: Imont @keybenefits.com

Key Benefit Concepts, LLC
OPEB Actuarial Liability Study Page 9



Ted W. Windsor, A.S.A., M.A.AA,, E.A.

Ted is an Associate of the Society of Actuaries (ASA), an Enrolled Actuary (EA) as well
as a Member in the American Academy of Actuaries (MAAA). He has over 20 years of
experience providing actuarial services in the pension and health care benefits in
marketplace. With an added focus on post employment liability calculations, Ted is able
to provide the full range of actuarial services. Ted has also been a speaker at various
engagements around the country in a variety of topics such as the Pension Protection
Act and Statements issued by the Government Accounting Standards Board (GASB).

Areas of Expertise:

Health and Welfare benefits

)
0.0

Calculations of incurred but not reported health liabilities (IBNR)

Analysis and design of funding and reserves for insured and self-funded programs
Demographic studies

Pricing and plan design studies

3

%

%

*
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Post-employment benefits

%3

pX

Valuation of retiree health liabilities
Valuation of post retirement life insurance
Valuation of post retirement discounts
Projection of future benefit payouts

)
0.0

)
0.0

%o

A

Pension benefits
% Valuation of defined benefit pension plans
¥ ESOP emerging liability studies

% Projection of future benefit payouts

% Income replacement studies

7

Ted Windsor interned at the Univesity of Chicago and has Bachelor’s of Science degree
in Mathematics from Loyola University in Baltimore, Maryland. As an ASA, Ted has
worked with both private and public sector employers. He has held senior positions at
international consulting firms such as William M. Mercer and Segal Companies. He has
a wealth of experience personally performing actuarial services as well as managing and
mentoring a team of actuarial consultants and technicians.

Email: twindsor @keybenefits.com

Key Benefit Concepts, LLC
OPEB Actuarial Liability Study Page 10



Manal Rizek

Manal Rizek is an actuarial consultant at Key Benefit Concepts. She is an expert in
mathematical and statistical analysis as well as in data modeling. She has unique

consulting abilities combining her strong mathematical abilities and computer
programming skills.

Manal’'s areas of expertise include:

)
0.0

Systems Modeling
Regression Analysis
Operations Research
Statistics and Probability
Discrete Mathematics

%3

*

)/
0.0

53

*

\/
0.0

She also possesses the following Computer Skills:

<+ SAS: Statistical Analysis, Data Modeling, Regression Modeling
% MATLAB: Linear Programming
< Visual Basic and C++: Computer Programming

As an actuarial consultant, Manal performs and oversees the performance of the
following:

Health and Welfare benefits

< Calculations of incurred but not reported health liabilities (IBNR)

< Analysis and design of funding and reserves for insured and self-funded programs
% Demographic studies

% Pricing and plan design studies

Post-employment benefits

Valuation of retiree health liabilities
Valuation of post retirement life insurance
Valuation of post retirement discounts
Projection of future benefit payouts

)/
0.0
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Manal Rizek has a Master’s degree in applied mathematics from Marquette University,
Milwaukee, Wisconsin and a Bachelor’s of Science degree in computer science and
applied mathematics from Kent State University in Kent, Ohio. She is a member of the

American Mathematical Society. Manal is in the process of becoming an Associate of
the Society of Actuaries.

Email: manalr@keybenefits.com

Key Benefit Concepts, LLC

OPEB Actuarial Liability Study Page 11



Sara R. Booth

Sara R. Booth is an employee benefits consultant at Key Benefit Concepts. She
possesses strong mathematical capabilities and medical knowledge. Sara assists in the
coordination of benefit projects and assures adherence to project timetables and timely
completion.

Having a keen eye for detail, Sara provides exceptional consulting abilities in the
following areas:
« Responding to Requests for Proposals (RFP) received from private and public

entities; corresponding with employers and outside vendors

* |dentifying, defining and developing employment benefit summaries, project scopes
and timetables

* Investigation and collection of data components for benefit valuations, data analysis
and plan re-design

< Creating the framework and tables for actuarial valuation studies
%+ Assisting in the finalization of the project reports
<+ Maintaining follow-up logs, timetables for subsequent studies and related benefit

changes and consulting costs

Sara Booth has a Bachelor’s of Science degree in biology from the University of
Wisconsin-Madison, Wisconsin. She is almost fluent in the Spanish language. Sara has
a strong scientific background in biology, physics and chemistry.

Email: sbooth @keybenefits.com

Key Benefit Concepts, LLC
OPEB Actuarial Liability Study Page 12



POLICY NUMBER: PFP 6004159-03

PROFESSIONAL LIABILITY NON-MEDICAL (CLAIMS MADE)
COVERAGE PART DECLARATIONS

THIS IS A CLAIMS MADE AND REPORTED INSURANCE POLICY. PLEASE READ IT CAREFULLY.

Professional Liability Brokers & Consultants, Inc.
175 East Hawthorn Parkway

Suite 310

Vemon Hills, IL 60061

SAXUM INDEMNITY COMPANY
2455 East Johns Crossing, Stiite 325
Ouluth. Georgia 30097

HAMED INSURED: Key Bensfit Concepts, LLC

MALING ADDRESS: 2717 North Grandview #205
Watukesha, W1 53188

FROM 3/27/2008 TO 3/27/2009 AT 12:01 AM. STANDARD TIME AT YOUR MAILING ADDRESS SHOWN ABOVE.

PCLICY PERIOD.

INRETURN FOR THE PAYMENT OF THE PREMIUM, AND SUBJECT TO ALL THE TERMS OF THIS POLICY, WE AGREE
WITH YOU TO PROVIDE THE INSURANCE AS STATED IN THIS POLICY.

LIMITS OF INSURANCE AND DEDUCTIBLE

Profassional Liability(Non-Medical)

$1.000.000 Each Claim

31.000.000 Aggregate

Deauclible {Inclusive of Claims Expense)

Professional Liability(Mon-Medical)

32,500 Deductible Per Claim Including Loss Adjustment Expense

RETROACTIVE DATE
Coverage for this insurance does nol apply to any negligent act, emor, or omission which occur before the RetroActive Date shown here:

/111999 Apphcable to coverage(s):
Professionat Liability{Non-Medical)

BUSINESS DESCRIPTION AND PROFESSIONAL SERVICES
FORM OF BUSINESS:
(] owvipuaL [ PARTNERSHIP (] JoINT VENTURE

@ LIMITED LIABILITY COMPANY - E] ORGANIZATION, INCLUDING A CORPORATION (BUT NOT INCLUDING A PARTNERSHIP.
JOINT VENTURE, TRUST OR LIMITED LIABILITY COMPANY)

SUSINESS DESCRIPTION AND PROFESSIONAL SERVICES: Actuarial and employee benefit consutling fim

PREMIUM
Total Advance Premium: 33,652
Total Other Charges: NA
Total Premium: $3.652
SEDTIVOPAIN QLG0T) inciudes copynghled matenal of Insurance Services Office inc. with its PEMTTHSSION Page



CITY OF MENASHA

PROPOSAL FOR ACTUARIAL SERVICES
OTHER POST EMPLOYMENT BENEFITS
(OPEB)

Jason L. Franken, FSA, EA, MAAA
Foster & Foster, Inc.
250 Parkway Drive, Suite 150
Lincolnshire, IL 60069
(847) 325-5582
March 26, 2009
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Foster&Foster..

Actuarial Consultants for Public Pension Plans

March 26, 2009

Mr. Thomas Stoffel
City Comptroller
City of Menasha

140 Main Street
Menasha, WI 54952

Re: Proposal for GASB 45 Services
Dear Mr. Stoffel:

I am writing to provide a formal response to your Proposal for GASB 45 Services. In this proposal, you
will find details surrounding the services we would be providing and the associated fees with performing
the work.

It is our opinion that we are uniquely qualified and would be the best applicant to perform the services
requested for the following reasons:

e Firm’s Expertise — Foster & Foster, Inc. is an actuarial consulting firm incorporated in 1979 that
specializes in providing actuarial services of this nature to the public sector. We work for over
200 different public entities, and provide GASB 45 services for nearly 30 different entities.

e Consultant’s Credentials — We will devote (2) two Fellows of the Society of Actuaries (FSAs) to
perform the GASB 45 valuation. This is the highest designation

e Public Sector Databank — With plan experience for over 200 different public entities, we are best
equipped to set assumptions as to future demographic behavior. We apply different assumptions
to Police Officers, Firefighters, and General Employees because 30 years of data gathering for
nearly 200 public sector clients bear that out.

This letter serves as our pledge to have an understanding of the work necessary to bring the City of
Menasha into compliance with the new GASB 45 accounting rules, as well as our certification that we
will deliver qualified actuarial results for this project on a timely basis. Also please consider this our sixty
(60) day irrevocable commitment to perform the services outlined herein for a period of one (1) year.

Sincerely,

(o Gl —

Jason L. Franken, F.S.A., E.A.,, MLA.AA.

3

13420 Parker Commons Blvd., Suite 104 « Fort Myers, Florida 33912 - 239-433-5500 » Fax 239-481-0634  www.foster-foster.com



DETAILED PROPOSAL

RELATIONSHIP

Foster & Foster has had no professional relationships involving the City of Menasha in any of the past
five (5) years.

CERTIFIED TO PERFORM SERVICES IN WISCONSIN

Foster & Foster and all assigned key professional staff are properly certified to perform actuary consulting
services in the State of Wisconsin and are equipped to deliver actuarial opinions in accordance with the
standards of practice and procedures established by the American Academy of Actuaries.

FIRM QUALIFICATIONS AND EXPERIENCE

Foster & Foster, Inc. is an independent actuarial consulting firm that was founded in 1979 and is
structured to provide actuarial services to municipal pension and postretirement medical programs. Our
firm currently employs thirteen (13) consultants, of which (6) have obtained actuarial credentials. Both
Brad Heinrichs and Jason Franken are Fellows of the Society of Actuaries, the highest distinction an
actuary can obtain. Our office of primary contact, from which we will be doing this work, is located at
the following address:

Foster & Foster, Inc.
250 Parkway Drive, Suite 150
Lincolnshire, IL 60069

Telephone: (847) 325-5582
Facsimile: (847) 325-5566
Email: jason@foster-foster.com
There have been no legal actions taken against Foster & Foster, Inc. for any reason and no company

employee has been charged with any offense involving fraud, theft, or dishonesty.

PERSONNEL QUALIFICATIONS AND EXPERIENCE

Foster & Foster, Inc. is currently providing ongoing support to more than 200 retirement programs
including 20+ under a contract with the State of Florida Division of Retirement. We work exclusively
with public retirement programs and consider ourselves to be experts in all phases of the design and
administration of these programs.

The persons with the primary responsibility for completion of the work outlined herein are Jason L.
Franken, Bradley R. Heinrichs, Sandra R. Heinrichs, and Michael Merlob.



DETAILED PROPOSAL (CONTINUED)

Mr. Franken has been with the Firm for nearly one year and brings about 12 years of pension and
postretirement healthcare experience. Jason is a Fellow of the Society of Actuaries and an Enrolled
Actuary per ERISA. Jason is an industry expert in the postretirement healthcare field and has spoken at
national actuarial conferences on the topic of Funding Other Postemployment Benefits.

Jason will likely be the lead consultant on this case. Jason will manage the project, deliver valuation
results at meetings, and ensure that the work product adheres to the rules, regulations, and guidelines set
forth by the United States Government, the Governmental Accounting Standards Board, the State of
Wisconsin, and the Actuarial Standards of Practice.

Jason has performed OPEB valuations and provided OPEB actuarial consulting services for the University
of Towa, Motorola, Kaiser Permanente, and the City of Fort Myers, just to name a few.

Mr. Heinrichs joined the firm in August, 2005 and has extensive actuarial pension and postretirement
medical plan experience. Brad is also both a Fellow of the Society of Actuaries and an Enrolled Actuary
per ERISA. He is also a member of the Academy of Actuaries. Brad has been a key speaker at the
Florida Public Pension Trustees Association conferences, the Florida State Division of Retirement
conferences, and also at the Conference of Consulting Actuaries conferences.

Brad has performed OPEB valuations and provided OPEB actuarial consulting services for approximately
15 municipalities and counties in Florida over the last 12 months. These cities include Fort Myers, Mount
Dora, Titusville, Auburndale, Temple Terrace, and Winter Haven. Counties would include Levy County,

and Okeechobee County.

Ms. Heinrichs is an Associate of the Society of Actuaries, an Enrolled Actuary per ERISA, and a
Member of the Academy of Actuaries. She joined the firm in September, 2005 and has over 11 years of
actuarial pension and postretirement medical experience, and will facilitate the valuation process with
Brad Heinrichs and Jason Franken.

Sandra has performed OPEB valuations for about 15 municipalities in Florida in the last 12 months,
including the City of Sanibel, Cocoa, Cocoa Beach, Marco Island, and Edgewater.

Mr. Merlob is a Fellow of the Society of Actuaries, with more than 20 years' experience assisting clients
with the design, financing and administration of their OPEB plans. His clients have included cities, towns
and counties throughout the U.S. He has a particular expertise in retirece medical benefit accounting and
valuation and he has been a frequent speaker and author on the topic. Michael’s role will be that of a
strategic nature, in the event that the City of Menasha were to consider funding this OPEB promise, or
whether the plan were to be redesigned, there are few actuaries in the country with more experience in
these endeavors.

Michael has done extensive amounts of consulting for cities like Stamford, Hartford, Bridgeport, and New
Haven, Connecticut, as well as for cities and counties locally like DeSoto County, Hardee County, the
City of Titusville, and City of Fort Myers.



DETAILED PROPOSAL (CONTINUED)

OTHER FIRM PROFESSIONALS

In addition to the 4 credentialed actuaries that would be assigned to this case, the firm also employs the
following professionals that have a varying amounts of OPEB experience:
e Christine Laufer
Patrick Donlan, EA, MAAA
Douglas Lozen
Ward Foster, ASA, EA, MAAA
Kurt Baxley

SIMILAR ENGAGEMENTS WITH OTHER GOVERNMENT ENTITIES

As mentioned in the individual resumes above, our firm has significant experience with public entities
both larger and smaller than Menasha in the last three (3) years involving OPEB. Whether it be helping
cities like Sanibel set up a trust for purposes of funding this obligation, or helping places like Cocoa
Beach or DeSoto county modify their offerings to reduce OPEB liabilities, or simply by performing
general valuation services for over 30 different entities, our firm and its professionals have all of the
experience and qualifications necessary to be an asset to the City of Menasha.

In the past 12 months, our consultants have already or are currently performing GASB 45 valuations for
over 30 different public entities. As a result of these valuations, a few of these organizations decided to
explore ways to reduce their OPEB liability. Below is a list of the more interesting projects that we have
been involved with and their subsequent results:

1. Desoto County (2006)
Principal Consultant — Michael Merlob
Client Contact — Jan Brewer (863) 993-4800

We explored a number of different options, including the following:
¢ FEliminating the explicit subsidy
e Changing retirement eligibility
e Moving to a flat dollar per year of service supplement rather than a medical premium based
contribution
Using a percent per year of service based contribution
Freezing the County's contribution at current levels
Freezing the County's contribution at the level in effect at retirement
making changes to the existing medical plan

For these different scenarios we considered using different approaches for different groups:
e Existing retirees

Active employees eligible to retire

Active employees eligible to retire in 5 years

All other actives

Future hires



DETAILED PROPOSAL (ContinueD)

The County decided to make the following changes, which dramatically reduced their GASB
liability:
o They participate in a municipal pool that offers several medical plans
They moved to a lower cost plan.
They froze the County's contribution
They eliminated the County contribution for future hires

2. Iona McGregor Fire Control District (2007)
Consultants — Brad Heinrichs, Sandra Heinrichs
Client Contact — Chief William Elliott (239) 425-9301

e This District set up a trust fund and committed to subsidizing a retiree health benefit that is
a set percentage of active payroll

e Our objective was to determine what sort of benefit could be fully funded for now and in
the future

We considered the following options:
e Providing a base benefit for all retirees and a larger subsidy for longer service personnel
Providing a flat subsidy for all retirees
Providing a fixed dollar subsidy for each year of service
Disallowing trust disbursements until 2011

We performed open-group, deterministic projections to model the potential fluctuations in size of
the department as well as to account for fluctuations in investment returns.

The District decided to provide a flat dollar subsidy to all future retirees beginning in 2011.

2. City of Cocoa Beach (2008)
Consultants — Brad Heinrichs, Sandra Heinrichs, Jason Franken
Client Contact — Charles Holland (321) 868-3320

We first were asked to split the GASB 45 results according into three groups (Police, Fire, and
General), because the special risk groups were thought to have inordinately high OPEB liabilities.

We studied the following items:

Impact of the DROP Plan on the OPEB liability

e Increasing the retirement age

e Reducing the subsidy to future retirees, depending upon hire date

e Reducing the subsidy to future retirees, depending upon hire date AND retirement date

The City decided to reduce the subsidy to future retirees according to hire date and retirement date.
Those members hired prior to a certain date and retiring prior to 2014 receive a larger benefit than
those retiring after 2014. More recent hires as well as all members retiring post 2014 will receive
a substantially smaller subsidy.



DETAILED PROPOSAL (ConTiNuED)

3.

City of Sanibel (2007)
Consultants — Brad Heinrichs, Sandra Heinrichs
Client Contact — Renee Lynch, Retired

The City of Sanibel, Florida is a very established, wealthy community that receives an abundance
of tax revenues on an annual basis. Upon receipt of their GASB 45 valuation, they felt even
though they only have an implicit subsidy (like Menasha), they felt that establishing a trust would
help in the following ways:

e Prevent negative public relations associated with having an Unfunded Actuarial Liability.

e Provided access to the private equity markets, subsequently reducing the City’s long-term

total annual cash outlay
e Allowed use of a higher discount rate in determining annual costs

As we do with ALL of our clients, we show the annual costs to the City if the plan were to be
funded versus the current, pay-as-you-go approach.

City of Auburndale (2008-2009)
Consultants — Brad Heinrichs, Sandra Heinrichs, Michael Merlob, Jason Franken
Client Contact — Shirley Lowrance (863) 968-5133

The City of Auburndale has large OPEB liabilities due to their commitment to continue paying for
postretirement medical benefits to retirees and their spouses until the age of 65. Unlike Sanibel,
the City of Auburndale was not flush with cash, and they were extremely concerned about the
impact that these new GASB 45 accounting rules would have on their credit rating.

Due to the innovation of our consultants, as well as our strong presence in the area, we are in the
process of developing a cost-sharing arrangement with at least three (3) other cities. This
arrangement will allow them to have reduced medical premiums, will not require cash
contributions in excess of the pay-as-you-go amount, AND will not create a liability that is
required to be booked on their Balance Sheet according to GASB 45!! How exciting!!

SPECIFIC APPROACH

Our proposed work plan and timetable for completion is as follows:

1.

Sign the contract for Actuarial Services within two weeks of receiving notice that Foster & Foster
was chosen for the award.

Provide the City with a detailed data request within one week of the signed contract.

Upon receipt of the data, our data personnel will check the data for reasonableness and note any
areas that may need further clarification or understanding.

Within one week of receiving the data, we will schedule a conference call with a City
representative to ask any pending questions or to clarify our understanding of the data. At that
time, we will also schedule the valuation delivery date.
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10.

The claims/premium information will be analyzed relative to their respective plan, and through
actuarial modeling we will develop the true actuarial cost of the implicit subsidy.

The provisions of the program will be inputted into ProVal, the most robust OPEB actuarial
valuation system in the marketplace, and the implicit subsidies for the first year will also be
entered.

ProVal will develop all of the necessary information to develop OPEB costs, and two credentialed
actuaries will review this output for reasonableness. Individual test cases will also be examined to
be sure that the subsidies are being correctly handled and projected.

The actuarial report will not be created until all credentialed actuaries have signed off on the
numbers. Because we work for so many public entities, our peer review process is not just limited
to a check of the math involved in the calculation. We also compare your results with those
published for other municipalities to make sure that there is consistency across all of our clients.
After internal peer review has been completed, the City report will then be produced, supplying
the City with all of the relevant information necessary to satisfy the Actuarial Standards of
Practice.

Within 60calendar days of receiving all of the necessary data, the valuation will be delivered to the
City at a face-to-face meeting in Menasha.

IDENTIFICATION OF ANTICIPATED POTENTIAL PROBLEMS

We do not anticipate any potential problems, but should something arise, we will notify our contact
person in Menasha immediately to discuss the proper resolution.

OTHER

Our firm is the consulting actuary for over 180 pension programs as well, so our experience in developing
actuarial assumptions, methods, and delivering sound, consulting advice will be beneficial to the City of
Menasha.

Our Mission, Vision & Values

Mission: To provide municipal clients with unparalleled service by generating meaningful
results, exceeding expectations, and making each client feel as though they are our
top priority

Vision:  To become the actuarial consulting firm the public sector holds in the highest
regard

Values: We are committed to being an organization that acts with integrity, honesty, respect
and professionalism. We embrace such attributes as innovation, peak performance and
strong discipline that, when combined with our mission, will help us realize our vision
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Why Choose Us?

Being strictly involved with the public sector, our consultants have a very firm grasp on the wants and
needs of our clients. Whether proposing a change to the promised benefits that best suits both the desires
of the membership and the constraints of the plan sponsor, or making presentations to the City Council or
Board of Commissioners, our consultants are easily understood, experienced, professional, and accessible.
We believe that there are five (5) principal ways in which actuarial consulting firms are evaluated:

Accuracy
Timeliness/Responsiveness
Communication Ability
Cost

Client Retention

S eSS e

1. Accuracy

e We require that credentialed actuaries review each item prior to it being sent to the client.
Nothing leaves our office without a minimum of two sets of eyes reviewing it.

e We use the best actuarial valuation software money can buy. ProVal was developed by
WinTech in Greenwich, CT., and is THE state-of-the-art in actuarial valuation software.
This software is entirely PC-based, which eliminates the time and expense associated with
maintaining and operating a mainframe system. The software creates an electronic audit
trail that provides excellent documentation. This allows for an easy transfer of information
between actuaries and ensures accuracy in valuation results.

e Given that we have over 180 clients that submit valuation reports for the State or for
auditors to review, in our 30 years we have never had a valuation report not eventually be
approved.

2. Timeliness/Responsiveness
Our firm has over 200 public sector clients, yet part of our mission is to make each client feel like
they are our only client. Because of the specialized nature of our firm, we have developed
economies of scale in operations.
This allows us to guarantee that actuarial valuations will be performed in no more than 60 days
following the receipt of all necessary demographic and financial information. Because we perform
our own asset reconciliation (if assets exist), audited assets are typically not necessary for us to
perform the valuation, so our clients are able to receive their report shortly after the beginning of
the fiscal year.

3. Communication Ability
Understanding an actuary can be like trying to figure out what Snoopy is saying in a Charlie
Brown Special. Our actuaries start by relaying the essential information that requires client
attention, such as the contribution requirements for the year and the funded status of the plan.
Then, our task is always to provide a sound explanation as to why the state of the plan is different
than the year before, as well as our forecast of how it will look next year. At that point, depending
upon our audience, we may delve deeper into the details of the report.

10
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We feel that flooding a client with words is not effective communication. Being clear, concise and
articulate is a much better approach in our view. Our reports bear that out, as they are some of the
clearest and easiest to read.

4. Cost
The firm prides itself in being the lowest cost provider in the marketplace. The following
attributes make us somewhat unique among our competitors:

e The structure of our organization is one that minimizes fixed overhead, allowing us to bill
our clients less than our competitors, while still maintaining our mission of providing
unparalleled service

e  We split travel costs among clients whose meetings are nearby

e We give impartial advice as to whether or not performing a study might achieve the
intended results of the client

e Most of our work is a fixed cost, articulated clearly in advance, so there are no hidden
charges

e Our hourly billing rates for other work are notoriously among the lowest in the industry
We adhere to our core values of honesty, integrity, respect, and professionalism

5. Client Retention
Ultimately, actuaries are hired and fired based upon their abilities to communicate accurate results
in a timely manner; but, do so at a reasonable cost. The only true way of knowing this is to take
the firm for a “test-drive,” but a strong indicator for overall performance is client retention. We
have been the actuary for nearly half of our clients for about 15 years.

I



ANNUAL ACTUARIAL SERVICES & BID

The regular annual actuarial services that we are prepared to provide and the associated fees are as follows:

1.

Performance of annual actuarial valuation and Report. In the course of the valuation, we will
determine the funding requirements and generally review the experience of the Plan.

Preparation of disclosure information for auditors per Governmental Accounting Standards
Board Statements No. 43 and 45.

A kickoff meeting with the City (via conference call) to discuss actuarial assumptions and
methods. Or, if preferred, a face-to-face meeting with management for this purpose. Out-of-
pocket expenses will be charged for this meeting but no hourly charge for travel will be incurred.

One meeting with the City to discuss the valuation results and to answer any pending questions.
Only out-of-pocket expenses will be charged for the trip (i.e., mileage rate). Additional
meetings will be billed based on the hourly rates set forth on the following page, plus out-of-
pocket expenses. Travel expenses will be charged at 4 the hourly rate.

An analysis that will show the difference between the City’s current pay-as-you go approach and
an alternative arrangement that would eliminate the City’s Net OPEB Obligation.

Our fee for completing the work outlined above is $5,500 for the first year, with 5% annual increases
thereafter. This service can be completed within 60 days of receiving all of the necessary information to
complete the project.

12



ADDITIONAL ACTUARIAL SERVICES

In addition to the regular annual services outlined in the RFP, we are also prepared to perform the
following special services:

1.

4.

5.

Perform special actuarial studies to determine the costs associated with the implementation
of alternative benefits. For example, the costs associated with changing the premium
subsidy to something higher or lower could be examined.

Conduct meetings with employee groups to explain plan provisions and to answer
questions.

Analyze funding trends to predict future OPEB costs and Net OPEB Obligations.
Perform other general consulting services via telephone, email, or facsimile.

Additional meetings with the City in addition to the valuation delivery meeting.

The fees associated with performance of any additional work on behalf of the client will be billed in
accordance with our hourly fees listed below. Additionally, % of the hourly rate will be charged for travel
time in addition to out-of-pocket expenses.

Hourly Rate

Senior Actuarial Consultant $250.00
Actuarial Consultant 200.00
Actuarial Analyst 150.00
Administrative/Clerical 65.00

13



Cllent#: 57748

FOSTFOS

ACORD. CERTIFICATE OF LIABILITY INSURANCE 0Bi2E08

PRODUCER
The CIMA Companies, Inc. (CIM)
1800 N. Beauregard St, #100

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR
ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.

Alexandria, VA 22311-1726
703 739-9300 INSURERS AFFORDING COVERAGE NAIC #
INSURED wsurerA: Lloyd's London
Foster & Foster Consulting Actuarles, e
Inc. dba Foster & Foster, inc. R SEET
13420 Parker Commons Bivd., Sulte 104 S
Fort Myers, FL 33912 —
COVERAGES

THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD INDICATED. NOTWITHSTANDING
ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS CERTIFICATE MAY BE ISSUED OR

MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS, EXCLUSIONS AND CONDITIONS OF SUCH
POLICIES. AGGREGATE LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

F'P%ﬁ;?g,’,q‘ TYPE OF INSURANCE POLICY NUMBER P&"T‘ém PORTE (o LIMITS
| EnERAL LABILITY EACH OCCURRENGE $
COMMERCIAL GENERAL LIABILITY DAMAGETORENTED =~ 1
| cLams maoe OCCUR MED EXP (Any oneperson) | §
] PERSONAL & ADVINJURY | §
| GENERAL AGGREGATE $
GEN'L AGGREGATE LIMIT APPLIES PER: PRODUCTS - COMP/OP AGG | §
POLIGY PRO- [ ]y0c
| AUTOMOBILE LIABILITY COMBINED SINGLELIMIT | ¢
ANY AUTO (Ea accident}
|___| ALL OWNED AUTOS BODILY INJURY .
|| scHEDULED AuTOS {Per parsan}
HIREDAUIES BODILY NJURY s
|| non-owneD AuTOS (Per accident)
o pommeee s
| GARAGE LABILITY AUTO ONLY - EAACCIDENT |§
ANY AUTO T EAACG |$
AUTO ONLY: e
EXCESS/UMERELLA LIABILITY EACH DCCURRENCE $
OCCUR D CLAIMS MADE AGGREGATE $
$
_—__1 DEOUCTIBLE $
RETENTION __§ $
WORKERS COMPENSATION AND westame 1 [°TH
AE:q::?z;i?lel;g:r:’%Nmsxecmwe ELIEACH ACGIOENT $
OFFICERMEMBER EXCLUDED? e N EE ¢
T e PROVISIONS below E.L. DISEASE - POLICY LIMIT | §
A | OTHER Professional XS7142 09/01/08 09/01/09 $1,000,000/$2,000,000
Liability

conditions and exclusions.

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES / EXCLUSIONS ADDED BY ENDORSEMENT / SPECIAL PROVISIONS
Evidence of coverage only. Certificate is subject to all policy limits, terms,

CERTIFICATE HOLDER

CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATION
DATE THEREOF, THE ISSUING INSURER WiLL ENDEAVOR TOMAIL _19 = DAYS WRITTEN
NOTICE YO THE CERTIFICATE HOLDER NAMED TO THE LEFT, BUT FAILURE TO DO 80 SHALL
IMPOSE NO OBLIGATION OR LIABILITY OF ANY KIND UPON THE INSURER, ITS AGENTS OR

REPRESENTATIVES.
AUTHORIZED REPRESENTATIVE

\—-—-—-——-,c""

ACORD 25 (2001/08) 1 of 2
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CLIENT LIST - LOCAL LAW

# CLIENT CONTACT TITLE TELEPHONE
1 JARCADIA POLICE & FIRE MATT ANDERSON JCHAIRMAN (863) 993-4660
2 JATLANTIS POLICE CLYDE FARMER CHAIRMAN (561) 965-1744
3 JAUBURNDALE FIRE SUZY PITA ADMIN (352) 787-9795
4 JAUBURNDALE GENERAL SHIRLEY LOWRANCE FINANCE DIR (863) 968-5133
5 JAUBURNDALE POLICE SUZY PITA ADMIN (352) 787-9795
6 JAVENTURA POLICE BRIAN RADUCCI (305) 466-8920
7 JAVON PARK FIRE CAROL KNAPP ADMIN (863) 443-0153
8 JAVON PARK POL CAROL KNAPP ADMIN (863) 443-0153
9 IBAL HARBOUR POLICE JOAN L. WALL ADMIN (954) 723-9521
10 IBARTOW FIRE MARK OLINGER CHAIRMAN (863) 534-5044
11 |BARTOW GENERAL LINDA CULPEPPER CITY CLERK (863) 534-0100
12 |BARTOW POLICE DAVID REYNOLDS CHAIRMAN (863) 534-5034
13 JBELLE GLADE GENERAL SHERRIE DULANY JCHAIRMAN (561) 996-0100
14 |BELLE GLADE PUBLIC SAFETY OFFICERS
15 |BELLEAIR BLUFFS FIRE PAUL KUYKENDALL CHAIRMAN (727) 586-4504
16 |BELLEAIR POLICE DONNA CARLEN RECORDING SEC (727) 588-3769
17 |BELLEVIEW POLICE TERRY HOLLAND JCHAIRMAN (352) 245-7044
18 |BONITA SPRINGS FIRE DAN GOURLEY CHIEF (239) 949-6200
19 |BONITA SPRINGS GENERAL TED KAKLIS HR DIR (239) 949-6200
20 |BRADENTON FIRE TOM WOODS CHAIRMAN (941) 708-6248
21 JBROOKSVILLE FIRE SUSAN MCCRARY SECRETARY (352) 544-5445
22 |BROOKSVILLE POLICE JIM DELATCH ASST FINANCE DIR (352) 544-5400
23 |BUNNELL FIRE DEREK FRASER CHAIRMAN (386) 931-0871
24 BUSHNELL GENERAL JOY COLEMAN FINANCE DIR (352) 793-2591
25 |BUSHNELL POLICE JOY COLEMAN FINANCE DIR (352) 793-2591
26 JCAPE CORAL FIRE LEONARD NESTA |[CHAIRMAN (239) 542-0702
27 |CAPE CORAL GENERAL BRIAN FENSKE CHAIRMAN (239) 574-0873
28 JCAPE CORAL POLICE CAPT MIKE MAHER CHAIRMAN (239) 242-3341
29 JCASSELBERRY POLICE & FIRE DON HARKINS CHIEF (407) 262-7700
30 |JCOCOA BEACH FIRE PATRICK COX SECRETARY (321) 868-3250
31 JCOCOA BEACH GENERAL CHARLES HOLLAND CHAIRMAN (321) 868-3320
32 JCOCOA BEACH POLICE DEBBIE GRANT ADMIN ASSISTANT (321) 868-3271
33 JCOCOA FIRE NORRIS PARK CHAIRMAN (321) 690-1895
34 JCOCOA GENERAL MISSY MCCARTHY CHAIRMAN (321) 639-7550
35 {COCOA POLICE SHEILA HUTCHESON ADMIN (321) 267-3082
36 |COOPER CITY MGMT EMPLOYEES HORACIO MONTES DE OCA JFINANCE DIR (954) 434-4300
37 PCRESTVIEW GENERAL KATHY AUSTIN ADMIN ASSISTANT (850) 682-6132
38 JCRESTVIEW POLICE & FIRE KATHY AUSTIN ADMIN ASSISTANT (850) 682-6132
39 |DADE CITY FIRE RAYMOND E. TIMER FIRE CAPTAIN (352) 521-1494
40 |DADE CITY POLICE JAMES CLASS FINANCE DIR (352) 523-5052
41 |DeLAND FIRE MARK HARPER CHAIRMAN (386) 740-5834
42 |IDELRAY BEACH POLICE & FIRE ANNE WOODS PLAN ADMIN (561) 243-4707
43 |DESTIN FIRE TONY CARROLL CHAIRMAN (850) 837-8413
44 |EAST LAKE TARPON FIRE PAUL FERRERI CHAIRMAN (813) 205-6800
45 [EDGEWATER FIRE JIM JOLLIE CHAIRMAN (386) 424-2445
46 JEDGEWATER GENERAL DONNA LOONEY PERSONNEL DEPT (386) 424-2408
47 |EDGEWATER POLICE GARY CONROY (386) 424-2400
48 JENGLEWOOD FIRE TIM LANG CHAIRMAN (941) 474-3311
49 [ENGLEWOOD WATER
50 JEUSTIS FIRE RACHEL HOLTZCLAW ICHAIRMAN (352) 357-7770
51 JFERNANDINA BEACH GENERAL ROBIN MARLEY HR DIR (904) 277-7321
52 |FERNANDINA BEACH POLICE & FIRE ROBIN MARLEY HR DIR (904) 277-7321
53 JFROSTPROOF POLICE DEANNA HIGGINS ACTING CHIEF (863) 635-7849
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CLIENT LIST - LOCAL LAW

# CLIENT CONTACT TITLE TELEPHONE
54 |FT MYERS FIRE GREG POUNDERS VICE CHAIRMAN (239) 334-6222
55 |JFT MYERS GENERAL JOAN LIGHT CHAIRMAN (239) 461-3757
56 JFT MYERS POLICE DET BARRY LEWIS CHAIRMAN (239) 338-2179
57 |FT WALTON BEACH FIRE ERVIN KEMPF SECRETARY (850) 240-9540
58 JFT WALTON BEACH POLICE CAPT ROSE BERRY CHAIRMAN (850) 833-9536
59 |GULFPORT FIRE CHRISTINE BROWN SEC/ VICE CHAIRMAN | (727) 893-1059
60 FGULFPORT GENERAL ELAINE TREHY FINANCE DIR (727) 893-1014
61 JGULFPORT POLICE MIKE ARRIS CHAIRMAN (727) 893-1021
62 |HAINES CITY FIRE MARK BAKER CHAIRMAN (863) 421-3612
63 JHAINES CITY GENERAL DONALD CARTER FINANCE DIR (863) 421-3600
64 |HAINES CITY POLICE JEFFREY SAURO CHAIRMAN (863) 421-3636
65 |HOLLY HILL FIRE CHARLIE COBB CHAIRMAN (386) 248-9473
66 JHOLLY HILL POLICE JOE BORELLI CHAIRMAN (386) 248-9489
67 |HOLMES BEACH POLICE DALE STEPHENSON CHAIRMAN (941) 708-5807
68 JINDIALANTIC GENERAL LAURA EATON TOWN CLERK (321) 723-2533
69 |INDIALANTIC POLICE & FIRE LAURA EATON TOWN CLERK (321) 723-2533
70 JINDIAN HARBOUR BEACH POLICE BOB SULLIVAN CHAIRMAN (321) 773-3030
71 JKISSIMMEE POLICE ALICIA SHARPE ASST DIRECTOR (407) 518-2115
72 |KISSIMMEE UTILITY AUTHORITY LISA DAVIS ADMIN (407) 933-9803
73 |LADY LAKE POLICE ROBERT COOK CHAIRMAN (352) 750-0885
74 JLAKE ALFRED GENERAL JOHN DEATON ACTING VICE CHAIR (863) 291-5274
75 JLAKE ALFRED POLICE ART BODENHEIMER CHAIRMAN (863) 291-5200
76 |LAKE CITY POLICE ICAPT BRUCE CHARLES CHAIRMAN (386) 752-4344
77 JLAKE MARY FIRE RICK FUDGE CHAIRMAN (407) 585-1478
78 |LAKE MARY POLICE SGT.JOHN A. WOODS |CHAIRMAN (407) 585-1303
79 JLAKE PARK POLICE PAUL CARLISLE CHAIRMAN (561) 881-3300
80 JLAKE WALES FIRE SUZY PITA ADMIN (352) 787-9795
81 JLAKE WALES GENERAL KATIE KINLOCK BOARD MEMBER (863) 678-4182
82 JLAKE WALES POLICE SUZY PITA ADMIN (352) 787-9795
83 JLAKELAND FIRE DANA BLYDENBURGH PENSION BEN MGR (863) 834-8797
84 ILAKELAND POLICE DANA BLYDENBURGH PENSION BEN MGR (863) 834-8797
85 JLEESBURG FIRE
86 JLEESBURG GENERAL BOB BROWN JCHAIRMAN (352) 728-9723
87 JLEESBURG POLICE LT WILLIAM CHRISMAN CHAIRMAN (352) 728-9860
88 JLIVE OAK FIRE
89 JLONGBOAT KEY FIRE PATRICK CARDEN CHAIRMAN (941) 316-1944
90 JLONGBOAT KEY GEN JO ANN DUNAY-MIXON CHAIRMAN (941) 316-1944
91 JLONGBOAT KEY POLICE RANDY THOMPSON SECRETARY (941) 316-1977
92 JLYNN HAVEN FIRE JACK DAYTON CHAIRMAN (850) 265-4111
93 JLYNN HAVEN GENERAL LINDA LUCANTE CHAIRMAN (850) 265-7520
94 JLYNN HAVEN POLICE J.E. WHITE SECRETARY (850) 265-4111
95 IMADISON FIRE ARCHIE STRICKLAND JCHAIRMAN (850) 973-5075
96 JMADISON POLICE BEN EMERSON SERGEANT (850) 973-5077
97 IMANALAPAN POLICE LINDA STUMPF FINANCE DIR (561) 383-2546
98 [MARCO ISLAND POLICE CHIEF ROGER REINKE TRUSTEE (239) 389-5050
99 |MEDLEY POLICE JOSE AYALA CHAIRMAN (786) 256-4294
100 JMELBOURNE BEACH POLICE SHERI GATTO ADMIN ASSISTANT (321) 723-4343
101 IMELBOURNE GENERAL MICHELE ENNIS SECRETARY (321) 727-2900
102 IMELBOURNE POLICE JENNIFER CHASE SECRETARY (321) 953-6283
103 MILTON FIRE BOBBY HUTCHINSON SECRETARY (850) 983-5430
104 |[MILTON GENERAL RICKY HINOTE CHAIRMAN (850) 983-3461
105 JMILTON POLICE RICHARD LAMB CHAIRMAN (850) 983-5420
106 |MONTICELLO FIRE MERRY ANN FRISBY CHAIRMAN (850) 342-0153
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CLIENT LIST - LOCAL LAW

# CLIENT CONTACT TITLE TELEPHONE
107 |NAPLES FIRE
108 |INAPLES GENERAL
109 INAPLES POLICE
110 INEPTUNE BEACH POLICE SGT RICHARD PIKE CHAIRMAN (904) 270-2413
111 INEW PORT RICHEY FIRE KEN MAY CHAIRMAN (727) 853-1032
112 [NEW SMYRNA BEACH FIRE KATHLEEN EICHINGER FINANCE DIR (386) 424-2120
113 INORTH BAY FIRE LLOYD T. LOSINGER CHAIRMAN (850) 897-3689
114 INORTH NAPLES FIRE JOAN L. WALL ADMIN (954) 723-9521
115 |NORTH PORT FIRE DAVID CARROLL SECRETARY (941) 423-4355
116 INORTH PORT POLICE ICHARLES AYRES CHAIRMAN (941) 426-7345
117 INORTH RIVER FIRE DISTRICT PHILLIP B. BAKER CHAIRMAN (941) 721-6700
118 JOCALA GENERAL STANLEY HANSON CHAIRMAN (352) 854-3126
119 JOCALA POLICE DALE ADAMS ADMIN (352) 620-8486
120 JOCEAN CITY-WRIGHT FIRE DAVID HATFIELD CHAIRMAN (850) 862-1185
121 JOCOEE GENERAL JAMES CARNICELLA CHAIRMAN (407) 905-3100
122 JOCOEE POLICE & FIRE ICHARLES BROWN CHAIRMAN (407) 905-3123
123 JOKALOOSA ISLAND FIRE RICHARD VANGUILDER CHAIRMAN (850) 243-7373
124 JORANGE PARK FIRE JAMES SCHAUDEL CHAIRMAN (904) 813-8764
125 JORANGE PARK POLICE ICHIEF JAMES H. BOIVIN CHAIRMAN (904) 278-3006
126 JORMOND BEACH FIRE PAUL LANE FINANCE DIR (386) 676-3212
127 JORMOND BEACH GENERAL PAUL LANE FINANCE DIR (386) 676-3212
128 JORMOND BEACH POLICE PAUL LANE FINANCE DIR (386) 676-3212
129 JOVIEDO FIRE (Chapter) TIMOTHY KOEPSELL CHAIRMAN (407) 971-5614
130 JOVIEDO POLICE RON JACOBS CHAIRMAN (407) 977-6136
131 JPALATKA FIRE ANDY JORDAN SECRETARY (386) 329-1160
132 |PALATKA GENERAL RUBY WILLIAMS PLAN ADMIN (386) 329-0100
133 JPALATKA POLICE RUBY WILLIAMS PLAN ADMIN (386) 329-0100
134 JPALM BAY FIRE RICHARD ADAMS CHAIRMAN (321) 724-8877
135 JPALM BAY GENERAL RICHARD ADAMS CHAIRMAN (321) 724-8877
136 {PALM BAY POLICE RICHARD ADAMS CHAIRMAN (321) 724-8877
137 JPALM BEACH GARDENS GENERAL ALLAN OWENS CHAIRMAN (561) 799-4163
138 JPALM COAST FIRE RAY BRITT GENERAL SVS DIR (386) 986-3725
139 JPALM HARBOR FIRE DOUG ZIMMERMAN BOARD SEC (727) 784-0454
140 JPANAMA CITY FIRE MIKE BUSH CHAIRMAN (850) 872-3020
141 JPANAMA CITY POLICE MIKE BUSH CHAIRMAN (850) 872-3020
142 |PERRY FIRE ROBERT MOON CHAIRMAN (850) 584-3311
143 JPERRY POLICE MIKE ANDERSON CHAIRMAN (850) 584-5121
144 JPINELLAS PARK FIRE DENISE COWDRICK PENSION ASSISTANT | (727) 541-0700
145 JPLANT CITY SAFETY CHIEF BILL McDANIEL SECRETARY (813) 757-9200
146 JPONCE INLET FIRE JENI TREPASSO ADMIN ASSISTANT (386) 322-6720
147 fPORT ORANGE FIRE & RECUE KEN BURGMAN CHAIRMAN (386) 560-5903
148 JPORT ST. LUCIE POLICE BILL VEGA CHAIRMAN (772) 871-5000
149 JPUNTA GORDA FIRE BERNIE MCBRIDE CHAIRMAN (941) 575-3364
150 JPUNTA GORDA GENERAL DAVE DRURY DIR OF FINANCE (941) 575-3318
151 JPUNTA GORDA POLICE JOHN RINEHART CHIEF (941) 575-5517
152 JQUINCY POLICE & FIRE VICTOR GEIGER CHAIRMAN (850) 875-7315
153 [SANFORD FIRE GLADYS JOHNSON FINANCE DIR (407) 330-5611
154 JSANFORD POLICE DARREL PRESLEY CHAIRMAN (407) 302-1038
155 JSANIBEL GENERAL RICHARD COHAN CHAIRMAN (239) 472-3785
156 |SANIBEL POLICE JIM ISOM ADMIN SERVICES (239) 472-3700
157 |SEBRING FIRE BOBBY BORDER SECRETARY (863)471-5105
158 |SEMINOLE FIRE DOUG PELTZ ADMIN (727) 393-8711
159 |SOUTH PASADENA FIRE LT PHIL NOVATH CHAIRMAN (727) 344-1666
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CLIENT LIST - LOCAL LAW

# CLIENT CONTACT TITLE TELEPHONE
160 JSOUTH WALTON FIRE ERIC LANG CHAIRMAN (850) 267-1298
161 JSOUTHERN MANATEE FIRE JR THAYER ASST CHIEF (941) 751-7675
162 JSOUTHERN MANATEE GENERAL JR THAYER ASST CHIEF (941) 751-7675
163 JST AUGUSTINE FIRE STEVE BOETTCHER JCHAIRMAN (904) 825-1098
164 |ST CLOUD GENERAL SHEILA HUTCHESON ADMIN (321) 267-3082
165 |ST CLOUD POLICE & FIRE VINCENT SHEPARD JCHAIRMAN (321) 624-2827
166 |ST PETE BEACH FIRE PHILIP MILNER CHAIRMAN (727) 363-9207
167 JST PETE BEACH GENERAL PAMALA A. PRELL SECRETARY (727) 367-2735
168 |ST PETE BEACH POLICE CHRIS CENTOFANTI SECRETARY (727) 363-9200
169 |STATE OF FLORIDA - DIV OF RETIREMENT |TRISH SHOEMAKER
170 |JTARPON SPRINGS FIRE ERIC VUKCEVIC CHAIRMAN (727) 934-2760
171 |JTARPON SPRINGS POLICE ROBERT QUINN CHAIRMAN (727) 937-8753
172 JTEMPLE TERRACE FIRE DIV CHIEF DAVE BECKER JCHAIRMAN (813) 989-7121
173 |JTEMPLE TERRACE POLICE JCARL AVARI-COOPER CHAIRMAN (813) 385-8756
174 |TITUSVILLE GENERAL JULIE ENRIGHT PERSONNEL TECH (321) 383-5771
175 |TITUSVILLE POLICE & FIRE JULIE ENRIGHT PERSONNEL TECH (321) 383-5771
176 |VENICE FIRE RICH LANIGAN SECRETARY (941) 480-3334
177 |VENICE POLICE KEVIN MCGRATH SECRETARY (941) 486-2444
178 JWEST MANATEE FIRE & RECUE STEWART MOON CHAIRMAN (941) 741-3900
179 JWINTER HAVEN FIRE SUZY PITA ADMIN (352) 787-9795
180 [WINTER HAVEN GENERAL CALVIN BOWEN FINANCE DIR (863) 291-5667
181 |WINTER HAVEN POLICE SUZY PITA ADMIN (352) 787-9795
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AUBURNDALE

BELLE GLADE

CHARLOTTE COUNTY SHERIFF
COCOA

COCOA BEACH

COOPER CITY

DESOTO COUNTY

EDGEWATER

FORT MYERS

INDIAN SHORES

IONA MCGREGOR RETIREE INS
KISSIMMEE UTILITY AUTHORITY
LAKE WALES

LEE COUNTY MOSQUITO CONTROL
LEVY COUNTY

LONGBOAT KEY

MARCO ISLAND

MILTON

MOUNT DORA

OCEAN CITY WRIGHT FIRE DISTRICT
OKEECHOBEE COUNTY

ORMOND BEACH

PALATKA

PUNTA GORDA

SANIBEL

SOUTH WALTON FIRE

ST. CLOUD

TEMPLE TERRACE

TITUSVILLE
WINTER HAVEN
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31 | BOCA GRANDE FIRE

32 | CHATTAHOOCHEE FIRE
33 | CRESCENT CITY FIRE

34 | CRESCENT CITY POLICE
35 | EAST NICEVILLE FIRE

36 | EATONVILLE POLICE

37 | FLAGLER BEACH FIRE

38 | FLAGLER BEACH POLICE
39 | FRUITLAND PARK FIRE
40 | HAVANA FIRE

41 § HOLLEY-NAVARRE FIRE
42 | HOWEY-IN-THE-HILLS POLICE
43 | INDIAN SHORES POLICE
44 | MARIANNA FIRE

45 | MARIANNA POLICE

46 | MIDWAY FIRE

47 } MONTICELLO POLICE

48 1 OVIEDO FIRE

49 | SEBASTIAN POLICE

50 | UMATILLA POLICE

PRIVATE SECTOR

51 I CHILDREN'S HOME SOCIETY
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PROPOSAL FOR ACTUARIAL VALUATION SERVICES
RELATED TO OTHER POST EMPLOYMENT BENEFITS
(OPEB)

To

CITY OF MENASHA, WISCONSIN

D&A

Donlon & Asseciates, Inc.
901 Warrenville Road, Suite 480
Lisle, IL 60532
Phone: 630-505-0830
Fax: 630-241-1445
Iittp://www.donlon-associates.com
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1. Information about Donlon & Associates, Inc.

A. General Information

Donlon & Associates, Inc. (D&A) is an actuarial consulting firm specializing in
providing strategic planning advice for employers, insurers, health care providers and
public sector clients regarding the design, pricing, funding and administration of health
and welfare plans.

D&A brings several competitive advantages to our clients, including the following:

e Extensive experience with actuarial and financial matters related to group medical,
dental, disability, life and prescription drug insurance policies and benefit plans;

e Unique perspective of health care issues emanating from our work with a diverse
client base;

o Personal, practical and efficient consulting style; and

e Competitive pricing of services.

D&A’s office location is:

Donlon & Associates
901 Warrenville Rd, Suite 480
Lisle, IL 60532

Phone: (630) 505-0830

Fax:- (630) 241-1445

Email: tom@donlon-associates.com
Website: www.donlon-associates.com

D& A has seven consultants, four of whom are credentialed actuaries. We are capable of
performing all of the health actuarial consulting services described below (under Scope of
Engagement) from our office in Lisle, IL. In addition, we have a network of numerous
associated consultants throughout the country.

D&A is owned by Thomas M. Donlon, FSA, MAAA. There have been no other owners

in the past, and no changes in the ownership structure of the firm are contemplated for the
future.

D&A Donlon & Associates, Inc. 1



B. Organizational Qualifications

Below is a list of the GASB 45 (OPEB) valuation engagements performed during the
last three years.

* Lyons Township High School District 204
Supervising Actuary: Tom Donlon

Client Contact:

David Sellers

Director of Business Services

Lyons Township High School District 204
100 South Brainard Avenue

La Grange, IL 60525

(708) 579-6462

e St. Charles School District # 303
Supervising Actuary: Tom Donlon

Client Contact;

Kim Gittens
Reed-Ramsey, Inc.

1315 W. 22™ Street

Suite 205

Oak Brook, IL 60523-2061
(630) 571-4585

¢ County of Ottawa, Michigan

Supervising Actuary: Tom Donlon

Client Contact;

June Hagan

County of Ottawa

12220 Fillmore Street, Room 331
West Olive, MI 49460

(616) 738-4853

D&A Donlon & Associates, Inc. 2
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*  Wheaton-Warrenville Community Unit School District 200
Supervising Actuary: Tom Donlon

Client Contact:

Maureen Zyburt
Comptroller/Treasurer

Community Unit School District 200
130 W. Park Ave.

Wheaton, IL 60187

(630) 682-2016

* Glenbard Township High School District 87
Supervising Actuary: Tom Donlon

Client Contact:

Chris McClain

Assistant Superintendent for Business Services
Glenbard Township High School District 87
596 Crescent Boulevard

Glen Ellyn, IL 60137

(630) 469-9100 x 5122

» Sycamore Community Unit School District 427
Supervising Actuary: Tom Donlon

Client Contact:

Kim Gittens
Reed-Ramsey, Inc.
1315 W. 22" Street
Suite 205

Oak Brook, IL 60523-2061
(630) 571-4585

e San Juan College
Supervising Actuary: Tom Donlon

Client Contact:

Dianne Garcia

San Juan College

4601 College Blvd.
Farmington, NM 87402
(505) 566-3262

D&A Donlon & Associates, Inc. 3
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In addition to the above projects, D&A’s provides the following services to a wide
variety of clients:

¢ Consulting services for public sector clients, including:

O

o]

o)
O

Prepanng actuarial reports to comply with GASB 43 and GASB 45
including analysis of alternative plan designs and funding strategies
Developing computer models that forecast the implications of state
initiatives to reduce the number of uninsured persons

Evaluating Medicaid capitation rate contracts

Measuring the actuarial implications of variations to Medicaid
coverage and eligibility provisions

* Benefit consulting services for employers, including;

O

O 0 0O O

Medicare Part D services, including: RDS actuarial equivalence
testing; creditable coverage testing; risk analysis of the various options
available under Medicare Part D (e.g., Retiree Drug Subsidy,
Supplemental/Wraparound Coverage, Employer Group Waiver Plans,
or Cancel Rx Coverage); and assistance with applications to CMS
Analyzing the plan design and administrative needs of an employer's
benefit plans

Reviewing the competitiveness of benefit plans and administrative
contracts

Pricing plan options for group medical, dental, disability, life and
prescription drug benefit plans including consumer-driven health and
HSA options

Setting employer budget rates and employee contribution rates

Risk analysis of stop-loss insurance bids/quotes

Evaluating and negotiating administrative and insurance bids
Providing actuarial expertise for the development of web-based
employee benefit decision making tools

* Actuanal services for insurance companies and health care plans, including:

(@]

O
O

Pricing and filing group medical, dental, disability, life and
prescription drug products

Pricing consumer-driven health insurance products

Large group experience rating

Claim reserve development including certification with an actuarial
opinion letter

Evaluating and negotiating contracts with provider networks and
administrative vendors

Detailed experience analysis including comparisons to benchmarks

Developing actuarial pricing models and rate quote management
software

* Actuarnal services for health care providers, including pricing capitation
contracts and determining the financial implications of fee schedules.

D&A Donlon & Associates, Inc. 4
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C. Staff Oualifications and Facilities

D&A can provide all of the OPEB actuarial valuation services being requested by the -
City of Menasha, Wisconsin (the City) and has assisted with projects of similar scope
and involvement to that being requested by the City. D& A consultants have the
required skills, experience, and competence to perform the requested work. All D&A
consultants are intimately involved in the day-to-day client work of the company,

thus facilitating easier, knowledgeable communication between us and our clients.

We have a record of growth in our firm, as well as virtually non-existent turnover.

We feel our rates are competitive and hope to have the opportunity to serve the City.

D&A’s office suite has all the room and technical capabilities required for
professional consulting. Each consultant has their own personal computer, desk,
phone, email and printer. Our office space also includes a fax machine and
conference room.

Tom Donlon, Maureen Eichenold and Steve Abbs would be the key D&A staff that
would be assigned to the City of Menasha, Wisconsin. Tom Donlon would serve as
manager and primary contact for the City. Below please find brief biographies of each
of these individuals. Also note that while these three consultants would have primary
responsibility for the City, all of D&A’s resources are available and would be called
upon as needed.

Tom Donlon, FSA, MAAA — Senior Consultant

Tom is a consulting actuary with more than 25 years of experience specializing in the
health care area. He works with a wide range of clients including insurers, public
sector clients, health care providers and employers. Tom has also worked with a
variety of different health and welfare plans. These include large group self-insured
plans, small group insured plans, dental plans, disability plans and group life
Iinsurance plans.

Tom 1s the President of D&A and manages projects for a number of significant

clients. These projects include developing health and welfare plan rating models,

setting trend rates, certifying claim liabilities, preparing actuarial rate certifications,
determining FAS 106 and GASB 45 liabilities, analyzing claim data, recommending

plan design changes, negotiating with plan vendors, pricing defined contribution

health plans and evaluating the effectiveness of managed care strategies. Tom is a

former member of the Board of Directors of the Christian Brothers Employee Benefit

Trust, a nationwide health care plan insuring more than 25,000 plan participants to

whom he presently serves as consultant.

Prior to founding D&A, Tom was an Executive Vice President with Aon Consulting,
a subsidiary of Aon Corporation in Chicago. At Aon, Tom was the National Practice

D&A Donlon & Associates, Inc. 5



Leader for the Health & Welfare Consulting Practice. He also served as the managing
consultant for various accounts. During his eight years with Aon, Tom was a member

of the Board of Directors of the Association of Private Pension and Welfare Plans
(APPWP).

Prior to joining Aon, Tom was a Principal with William M. Mercer, Inc. (Mercer).
There he consulted with both large employers and health care providers. While at
Mercer, Tom served as a member of the National Managed Care Strategic Planning
Committee and Regional Quality Assurance Committee.

Tom has been a Fellow of the Society of Actuaries since 1983 and a Member of the
American Academy of Actuaries since 1980. He received a Bachelor of Science
degree from Loyola University of Chicago with a major in Mathematics.

Maureen Eichenold, CEBS —- Senior Consultant

Maureen Eichenold is a health and welfare consultant with Donlon & Associates, Inc.
(D&A). For over 20 years, she has been consulting with employers of all sizes on
their group benefit plans. Maureen's areas of expertise include health and welfare plan
design, cost analysis and pricing benefits provided by HMOs, PPOs and indemnity

plans. In addition, she is experienced in the implementation and administration of
cost-effective group benefit plans.

Since joining D&A, Maureen's special projects have included testing and editing

various plan pricing models, performing data analysis for trend studies and creating a

program to compare client-specific experience to the industry average applicable to -
the client's individual geographic and demographic profile.

Maureen has been performing post retirement medical valuations extensively and for
many years — even prior to the implementation of GASB 45. Now that GASB 45 has
made public employers consider or re-consider their post retirement liabilities, she
has brought her extensive skills and experience to this sector, as well.

Prior to joining D&A, Maureen was a consultant with Aon Consulting, a subsidiary
of Aon Corporation in Chicago. At Aon, Maureen's responsibilities included pricing
benefit plans, participating in renewal negotiations and vendor selections; and
assisting in the administration of employer plans of all sizes.

Prior to joining Aon, Maureen was the Benefits Manager for Montgomery Ward. She
had responsibility for the planning and administration of all benefits, including the
medical, dental, life, accident, and retirement plans.

Maureen is a Certified Employee Benefits Specialist (CEBS) and has an MBA from

the University of Chicago, with a specialization in finance and a concentration in
accounting.

D&A Donlon & Associates, Inc. 6



Steve Abbs, ASA, MAAA - Consultant

Steve Abbs is a health and welfare consultant with Donlon & Associates, Inc. (D&A).
He has been consulting to employee benefit plans for over nine years.

Recent projects include numerous Medicare Part D actuarial attestations for plan
sponsors, GASB 45/0PEB valuations, maintenance on GASB 45 actuarial valuation
models, assistance with the development and coding of computerized pricing models,
developing and maintaining financial pro formas, strategic planning and
recommendations, and analysis of provider reimbursement arrangements.

Prior to joining D&A, Steve was an Associate Actuary in the group health and
welfare practice of Milliman, Inc. in Chicago. He consulted to a number of
multiemployer health and welfare benefit funds on a variety of benefits issues and
projects, including experience reporting, contribution rate projections, year-end
liability estimates, benefit plan design and pricing, analysis of potential benefit
changes, and vendor selections/renewals. He also consulted to several funds in
connection with becoming compliant with the privacy regulations of HIPAA.

/
R
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Steve graduated summa cum laude with distinction from the University of Illinois,
Champaign-Urbana with a degree in Actuarial Science. He is an Associate of the
Society of Actuaries and a Member of the American Academy of Actuaries.
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2. Scope of the Engagement

OPEB calculations for the City would be made in accordance with the methodology
described in the GASB Statement 45. Projections of benefits for financial reporting
purposes are based on the substantive plan (the plan as understood by the employer and
the plan members) and include the types of benefits provided at the time of the valuation
and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques
that are designed to reduce the effects of short-term volatility in actuarial accrued
liabilities and the actuarial value of assets, consistent with the long-term perspective of
the calculations.

There are several actuarial cost methods that are allowed by GASB Statement No. 45.
The method that would be used for the City is called the Projected Unit Credit Method.
According to this method an equal amount of an employee’s projected benefit is allocated
to each year from the date the employee first enters the plan until the date the employee is
first eligible to receive benefits. This method avoids escalating costs in the later portion
of a participant’s career.

A number of actuarial assumptions will need to be made for this work, including interest
rate, amortization method, percentage of current spouses electing coverage, termination
rates, retirement rates, and healthcare cost trend rates. We will work with the City’s staff
and auditors to select appropriate methods and assumptions for the valuations. The
methodologies and assumptions used in the valuation will comply with the Actuarial
Standards of Practice issued by the American Academy of Actuaries.

We will also work with the City’s staff and auditors to understand and take into account

any historical or future planned benefit plan changes, as well as whether any City assets
have been set aside to fund these OPEB liabilities.

As we understand it based on the RFP, the City also desires recommendations on
managing the OPEB liability. Pursuant to this request, our work will also include an
analysis of basic funding strategies and other cost management techniques.

We will provide a complete report, which will include all information required by GASB
Statement No. 45. Whenever a prior actuarial valuation is available, the report will
include an analysis of the changes in the unfunded actuarial accrued liability, and the
reasons for the changes. In addition, the impact of any implicit rate subsidy resulting
from common premium rates for both active employees and retirees will be identified and
quantified. We will review the final report with you on a conference call. If an In-person
meeting is required, we are available for an additional fee.

D&A Donlon & Associates, Inc. 8
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3. Other Information

D&A is independent of the City of Menasha, Wisconsin and we are not aware of any
potential conflicts of interest if D& A were selected to perform the proposed engagement.

D&A maintains errors and omissions insurance that provides a minimum amount of
$1,000,000 of coverage for negligent acts or omissions insurance. This insurance is
written on a claims made basis, and it shall remain in effect for a minimum of three years.
It has been issued by a company with a rating from Best’s Rating Service of A+.

There are no pending legal actions against D&A.

D&A Donlon & Associates, Inc. 9
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4. Suggested Timeline

‘Major Task TR .| Suggested Timeline:
Collect and Analyze Data April 13 —May 1
Perform Actuarial Valuation May 4 —May 22
Preliminary Results Summarized and Discussed May 25 - 29
Determine Impact of Changes to Methods, Assumptions, Tune 1 — 19
and/or Plan Design, as well as analyze Funding Strategies
Final Report Prepared and Discussed/Presented June 22 - 30

Our current and projected workload is not expected to interfere at all in completing this

project by the specified deadline of June 30, 2009.

D&A Donlon & Associates, Inc.
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5. Cost Proposal for the City of Menasha, Wisconsin’s RFP for Actuarial Services

Work will be billed on an hourly rate basis. Senior consultants and actuaries will bill at
$275 per hour, and other consultants bill at $200 per hour. These billing rates are
applicable for work performed during 2009. These rates do not include out-of-pocket
expenses, such as travel, lodging, meals or courier expenses, which will be billed
separately at cost. Individual consultants record all consulting time and the detailed
billing information is reported to our clients each month. Included with that report is an
invoice for that month’s billable activity, which is due within 30 days of the receipt of the
bill.

Our total fees for the OPEB valuation and analysis of funding strategies (outlined in
Section 2 and performed in 2009) will not exceed $9,000. If an in-person meeting is
required, an additional fee of $1,000 will apply. These fees are based on the scope of the
project as outlined in this proposal. If it becomes clear that the scope is changed, we will
stop working on that assignment, send you an estimate of any additional fees, and wait
for your approval before continuing work.

i
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All information and data shared with us will be treated as strictly confidential. Neither the
information nor the data will be shared with any third party unless we are directed to do
so by the City of Menasha, Wisconsin.

Our work will be conducted on a best-efforts basis and we expect the results will meet
your objectives. Professional personnel having the required skills, experience and
competence will perform the work. In any event, our liability for damages, direct or
consequential, resulting from this work will be limited to the amount paid for the project.

D&A Donlon & Associates, Inc. 11




A sample list of data requirements is attached to this proposal for your review. If it is not
possible to obtain all of the data, we can discuss alternatives and/or assumptions.

Please sign this letter below to indicate the City’s acceptance of this proposal:

Signature Date

The undersigned is authorized to contractually bind the firm of Donlon & Associates, Inc.
to the terms of this agreement.

T s M Dol

Thomas M. Donlon, FSA, MAAA
Consulting Actuary
tom@@donlon-associates.com

ph: 630-505-0830 x 107

D&A Donlon & Associates, Inc. 12



Sample GASB 45 Data Requirements

Required in All Cases

1. Summary Plan Descriptions

Provide the current Summary Plan Description (SPD) for all active and post employment benefits other than
pensions (OPEB) including medical, prescription drug, dental, vision, and life insurance plans. The
descriptions should include retirement eligibility provisions for all classes of participants (e.g., A person is
eligible for postretirement benefits upon attainment of age 60 and 10 years of service).

2. Census of Employees

Provide a current census of employees and retirees including the following information for each individual.

Date of birth
Gender
Date of hire
Date of birth of spouse, if spouse is covered
Active/Retiree Status Indicator
Date of Termination or Retirement (if applicable)
Code to indicate in which benefit plans the employee/retiree participates:
»  Medical
> Prescription Drug (Rx)
»  Dental
»  Vision
»  Retiree Group Life Insurance
* Coverage tier for the medical, prescription drug, dental, and vision plans
(e.g., employee only, employee plus 1, employee plus 2 or more)

3. Rate Schedules

Provide current monthly employee and retiree rate schedules for each plan by coverage tier (e.g., employee
only, employee plus 1, employee plus 2 or more), and the effective dates of the schedules. The rate schedules
should show the employee and employer contribution rates.

D&A Donlon & Associates, Inc. 13
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4. Monthly Enroliment Counts for Medical, Prescription Drug, Dental, and Vision Plans

Monthly enrollment counts for the medical, prescription drug, dental, and vision plans for the period 1/1/2006
through 12/31/2008. Report counts separately by active, retirees under age 65 and retirees over age 65.

5. Plan Changes during the Last Three Years

Provide a description of any changes to the medical, prescription drug, dental, and vision plans made since
1/1/2006, along with their effective dates.

6. Prior Valuation Report

If a postretirement valuation was performed in prior year(s), please include a copy of any prior years’ valuation
reports.

7. Administrative Fees

Provide a detailed schedule of all fees charged by vendors administering the plans and their effective dates.
Include all fees for claim administration services, utilization review, preferred provider networks, prescription
drug card, and any other vendor providing services to the plan. Provide the next contract renewal date for each
vendor.

8. Funding Policy

Provide information regarding the funding policy. Include information regarding whether or not a trust was set
up to fund the postretirement liability. If a trust was established, provide dates and amounts of historical
contributions, as well as any expected future contributions and the approximate dates of such contributions.
Indicate whether retiree benefit payments and contributions are withdrawn and deposited to the trust, and with
what periodicity (e.g., monthly).

9. Insured Benefits

If any of the benefits (such as vision or retiree group life insurance) are insured, provide a schedule of the
current monthly premium rates and their effective dates. For individual life insurance policies that provide post
employment benefits, include a copy of the policy for each covered individual.

D&A Donlon & Associates, Inc. 14
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Required only for Self-Insured Plans/Benefits

The next three items are required if any of the active OPEB plans have self-insured benefits:

10. Monthly Claims Data by Plan for Medical, Prescription Drug, Dental, and Vision Plans

Triangle charts of monthly paid claim amounts summarized by month incurred, reported separately for medical,
prescription drug, dental, and vision for calendar years 2006, 2007, and 2008. Provide separate charts for
actives, retirees under 65, and retirees over 65.

11. Large Claim Listing for Medical Coverage

A listing of paid claim amounts over $25,000, paid on behalf of any one individual for the calendar years 2005,
2006, and 2007. If possible, provide the date paid and the diagnosis code.

12. Stop Loss Insurance

Provide a copy of the current stop loss policy provisions and the current stop loss premium rates with their
effective dates.

D&A Donlon & Associates, Inc. 15
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Alliance Benefit Group

9320 Priority Way West Drive
Indianapolis, IN 46240-1468
317-803-7767

888-290-1206

317-254-4480 FAX

www.abgindiana.com

Contact: Thomas L. Totten
thomas.totten @abgindiana.com

March 25, 2009

» 20 Priority Way West Drive
Indianapolis, Indiana 46240-1468
3t7-803-7777
888-290-1206
Fax: 317-803-7895 Charlotte * Chicago * Cincinnati * Dallas * Detroit * Houston * Indianapolis
ABGiIndiana.com Kansas City * Milwaukee ¢ Minneapolis * Peoria * Philadelphia * Salt Lake City
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Firm Qualifications:

Information About Our Firm

Alliance Benefit Group of Indiana Website: abgindiana.com
9320 Priority Way West Drive - Indianapolis, IN 46240-1468
P. O. Box 80883 - Indianapolis, IN 46280-0883

Phone: 317-803-7700

Toll-Free: 888-290-1206
FAX: 317-254-4480

Federal Tax ID No.: 35-0966414 We are an Indiana corporation, established in 1943.
Contact: Thomas L. Totten, FCA, ASA, EA,

Managing Principal

Phone: 317-803-7767

Email: thomas.totten @ abgindiana.com

Management / Ownership of Our Firm

The management of the company includes the following personnel, all of whom are authorized to
represent the company and to bind the firm:

Managing Principal, Thomas L. Totten, FCA, ASA, EA

Principal, Randy Gomez, FSA, EA, MAAA 317-803-7734 randy.gomez @ abgindiana.com
Principal, Charles Munsell, EA, MSPA 317-803-7721 charles.munsell @ abgindiana.com
Principal, John Dowell, FSA, FCA, EA 317-803-7832 john.dowell@abgindiana.com
Principal, Craig Harrell 317-252-5549 craig.harrell@abgindiana.com
Principal, Dave Van Ness, CPA 317-803-7714 dave.vanness @abgindiana.com

The company is concentrated in actuaries, but does include other specialties, including a legal staff,
administrators, and accountants.

None of our principals has ever been involved in any litigation relating to consulting activities.

List of Professional Organizations to Which Our Firm Belongs

Society of Actuaries

American Academy of Actuaries

Conference of Consulting Actuaries

American Society of Pension Professionals
Government Finance Officers Association

State and Local Government Benefits Association
Indiana Association of Cities and Towns

Indiana Association of Counties
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Our History

Alliance Benefit Group of Indiana is an office within Alliance Benefit Group, one of the largest retirement
consulting and administration firms in the country.

Alliance Benefit Group provides consulting and administration services to over 4,000 plans that hold over
$10 billion in retirement assets. Each office is independently owned, but we operate in conjunction with
each other on a national basis

Alliance Benefit Group has offices in fifteen cities including Indianapolis, Charlotte, Chicago, Cincinnati,
Dallas, Detroit, Houston, Kansas City, Madison, Milwaukee, Minneapolis, Peoria, Philadelphia, Salt Lake
City, and Wakefield.

ABG of Indiana (formerly the retirement division of The Nyhart Company) is an employee benefit
consulting, actuarial, and administration firm that has been doing business since 1943. We are 100%
employee owned and provide actuarial, defined contribution, defined benefit, flexible spending account
administration, and human resource consulting. We have 71 employees in our Indianapolis, Indiana
office and 2 employees in our Deerfield, lllinois office. We operate as a corporation.

We have twelve accredited actuaries, and a ten person support staff of actuarial students and actuarial
assistants. We serve over 500 full-service actuarial clients and approximately 100 public employee
retirement clients.

The firm began in Indianapolis, Indiana as a family-owned business, founded by Howard Nyhart. It
progressed as a family business until an employee stock ownership plan was created and the employees
purchased the company. The firm expanded throughout the 2000’s by purchasing two firms, Sheridan
and Associates and 401(k) Solutions. In 2005, the firms (along with the Nyhart retirement division), were
renamed to Alliance Benefit Group of Indiana.

In addition to our wide range of actuarial work, we offer service in...

o Flex Administration
e COBRA Administration
s Retirement Services
» Defined Benefit
» Defined Contribution
— Balance Forward
— Daily Valuation
* HR Consulting
e Medicare Part D Subsidy
e Health Care Actuarial Consulting

We will be available on an “as needed basis” between 8:00 to 5:00 Eastern Time Zone.
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Our Understanding of GASB
What is GASB 43 and 45?

GASB 43 and 45 are governmental financial reporting requirements for all state and local governments
that sponsor postemployment healthcare benefits. The major covered benefits include medical, dental,
life insurance, and disability.

What is so different from the current disclosure requirements?

Current disclosures are done on a cash accounting basis. The annual expense equals the actual cost for
the year. Also, there is no differentiation between expenses for current and retired employees.

Under the new accrual disclosures, the cost of retiree healthcare benefits is treated as current
compensation and is expensed during an employee’s active career.

Why is there a GASB liability if retirees must pay the full COBRA rate?

This is another change created by accrual accounting. The objective is to disclose retiree healthcare
liabilities using retiree costs and assumptions. Active healthcare liabilities continue to be accounted for
on a cash basis and are not part of the new GASB disclosures.

For most employers, the COBRA rate represents the average cost of participants enrolled in their medical
plan. Typically 90% or more of enrollees are actively employed. Continuing with this logic, the COBRA
rates are effectively the average cost of the “active population”. Medical costs for a retired population are
considerably higher than an active population.

Below is a chart that breaks down the actual medical costs into age-groups using actuarial health factors.

Health Monthly
Age Group | Enroliment Factor Medical Cost
Under 40 380 . 80 $295
40 to 55 210 100 $369
Over 55 and o
Retirees .60 170 $627
All Ages 650 95 $350"

'The COBRA rate for single coverage is $357 ($350 plus 2%)

Using the above table for a 60-year old retiree with single coverage, the GAAP implicit employer subsidy
is $270 per month ($627 retiree medical cost less the $357 COBRA single-coverage premium). Under
the current cash basis, the employer subsidy would be considered $0 ($350 medical cost less $357
COBRA contribution). When measuring the GASB disclosures, it is the implicit subsidy that must be
recognized in the calculations.
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How will new disclosures affect our bond or credit rating?

Any negative impact will be a function of how large the accounting liabilities are, how much control plan
sponsors have over plan design, and the cashflow of any future explicit or implicit subsidies.

Why is the liability so large when there are only a few retirees enrolled in the health plan?

it isn’t only the number of existing retirees that generate the GASB liabilities. Future retirees, spouses of
retirees, and healthcare inflation are other factors that generate GASB liabilities.

Will accumulating a dedicated pool of assets reduce the GASB liability?
Accumulating assets in certain trusts or funds will help reduce the GASB liabilities in two ways.

Dedicated assets will reduce the unfunded liabilities and ongoing annual expense. For example, a plan
with $10,000,000 in liabilities and $0 assets will have a higher annual expense than a plan with
$10,000,000 in liabilities and $4,000,000 in accumulated assets.

Having dedicated assets will allow the actuary to use a higher interest discount assumption than
otherwise would have been possible. The interest discount is one of the key assumptions used in the
healthcare actuarial projections. Per GASB requirements, this assumption must be based on the
underlying investment return of assets used to finance the retiree health benefits. Employers that pay
benefits using general account assets, which typically are restricted to very secure low-return
investments, will earn a return in the range of 1.5% to 3%. The low return will then translate to a low
interest discount assumption. Accumulated assets in certain trusts are able to earn much higher
investment returns and, therefore, will have a higher interest discount assumption. Below is a table
quantifying the effect on liabilities from using different interest discount assumptions.

Impact of Interest Discount Factor
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What other design options are available?

® Switch to an individual account-based approach to retiree health coverage. The accounts may be
funded or unfunded

Set contribution requirements that vary by service and/or age

Use a different plan design for retirees (such as a high-deductible plan) than for active employees

Implement a cap on the maximum amount of employer-provided subsidy

Begin accumulating assets dedicated to financing retiree health benefits

Some government employers may be restricted by state laws that mandate certain types of health
coverages or place restrictions on the maximum percentage of costs that may be passed on to retirees.

What is the process for estimating the liabilities?

You will need to engage an actuary experienced in healthcare benefits and retirement actuarial valuations
to prepare an initial measurement of your GASB liabilities. It is to the employer’s advantage to know its
GASB liabilities early enough to:

® react to the results and take corrective action before the official disclosures must be disclosed,

® gauge the rating agency’s possible reaction to the liabilities, and

® understand better what the long-term cost of retiree health benefits really are.

The typical timeline for a GASB study is:

Select an actuarial firm

Collect census, premium, and other plan information

Hold a planning meeting with actuary to discuss GASB requirements and appropriate assumptions
Review preliminary results and internally discuss implications

Determine if changes to plan design or actuarial assumptions are needed

Finalize study results

General Information

The key GASB 45 actuarial assumptions in our professional opinion are the asset rate of return,
healthcare trend rate, retirement rate and turnover rate. Please realize, there are other assumptions
which may have an impact on results. When setting actuarial assumptions, we consider the client’s
actual experience if it is determined to be credible and measurable. We will also consider general
industry trends and our professional judgment when setting assumptions. Overall, we strive to set
assumptions that based on plan experience and considered as reasonable for the purpose used.
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Without any input from the plan sponsor, we would recommend the following key assumptions:

Discount Rate: 4.0% - 5.0%

Health Trend Rate:  Initial rate of 9%-11% decreasing gradually to an ultimate rate of 4.5% to
5.0%

Retirement Rate: Rates beginning at the earliest retirement age with spikes at age 62 and 65

and continuing to age 70

Turnover Rate: Rates that vary by age with an overall annual turnover of 4% to 8% per year

For a recent GASB 45 study, the following assumptions were used:

Discount Rate: 4.5%

Trend Rate: 10% decreasing to 4.5% over 10 years

Retirement Rate: Rates by vary by age and service with an overall average retirement age of
63

Turnover Rate: Rates that vary by age with an overall turnover of 4.5%

Our actuarial software (Winkelvoss Technologies, Proval) is designed to produce each set of results very
efficiently during the calculation phase. Also, in order to determine claims cost, we have proprietary
software integrated with Tillinghast's medical rates software.
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Account Team Personnel

Overall, there are very few firms that can compete with ABG, given our depth of experience, our history
with municipalities, and our very competitive fee structure. We are able to maintain our fee structure due
to our lack of significant overhead. The Executive Committee of our firm is composed of actuaries and all
of our actuaries consult with clients.

Randy Gomez graduated from Georgia State University with a B.B.A. degree in business administration
and earned a Masters in Actuarial Science from Georgia State University. He is a Fellow of the
Society of Actuaries, a Member of the American Academy of Actuaries, and an Enrolled Actuary.
Mr. Gomez functions as a Principal of the firm.

Prior to joining ABG, Mr. Gomez was a benefits consultant for an international benefits consulting
firm. He has over 26 years of benefits consulting

Phone: 317-803-7734 E-mail: randy.gomez @abgindiana.com

Joe Polley graduated from Purdue University, West Lafayette, Indiana, with a B.S. Degree in Actuarial
Science. He is an Associate of the Society of Actuaries and a Member of the American Academy
of Actuaries. Mr. Polley is current pursuing Society of Actuaries Fellowship examinations with
intent to specialize in the Group and Health specialty track.

Prior to joining Alliance Benefit Group of Indiana, Mr. Polley was a benefits consultant with a Mid-
Atlantic benefit consulting firm. He has more than 9 years of experience in benefits consulting.

Phone: 317-803-7772 E-mail: joe.polley @ abgindiana.com

Evi Laksana graduated from Purdue University with a B.S. Degree in Actuarial Science and Statistics.
She joined Alliance Benefit Group of Indiana in August, 2005. She has passed five actuarial
exams and is on a professional exam track.

Phone: 317-803-7898 E-mail: evi.laksana@abgindiana.com

Thomas Totten graduated from the University of Notre Dame with a B.S. in Mathematics. He also
earned an M.A. in Actuarial Science from Ball State University. He is a Fellow of the Conference
of Consulting Actuaries, an Associate of the Society of Actuaries, and an Enrolled Actuary. Mr.
Totten serves as the Managing Principal of the firm.

Prior to joining ABG, Mr. Totten spent six years as a consulting actuary for an international
benefits consulting firm and three years as the Chief Healthcare Actuary for a regional actuarial
firm. He has 17 years of experience in the benefits field.

Phone: 317-803-7767 E-mail: thomas.totten@abgindiana.com
Randy Gomez will be directing the activities of the GASB 45 team. He will be assisted by the firm’s

actuarial students and assistants. The previously-listed individuals have extensive experience in
postretirement healthcare benefits. Their resumes follow.
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Randy A. Gomez

Alliance Benefit Group of Indiana / 9320 Priority Way West Drive, Indianapolis, IN 46240

Phone: 888-290-1206 Fax: 317-254-4480 E-Mail: randy.gomez@abgindiana.com

GASB 45 Experience  Speaker and author of GASB-related topics. Consulting with government
clients regarding pension and group benefits for 11 years. Has met
professional credentials for pension and group actuarial opinions. Worked in
areas of GASB 45, plan design, projections, health budget, pricing and
reserving, and Medicare Part D.

Work Experience January, 1983 - July, 1988 Hazlehurst and Associates

Actuary

¢ Responsible for qualified and non-qualified pension actuarial valuations
and special projects

e Developed customer benefit calculation systems

July, 1988 - October, 1995 Towers Perrin
Consulting Actuary

e Acquired education and expertise in group health benefits. Consulted in
plan design and pricing for active and retiree health plans and flexible
benefit programs, rate development, IBNR calculations, and COBRA
certifications

e Consulted on pension and group health plans
e Performed pension and postretirement actuarial valuations

e Conducted nondiscrimination pension testing
October, 1995 - Current Alliance Benefit Group of Indiana
Principal and Chief Actuary

e Consuilted to national and local clients on pension and postretirement
healthcare valuations and group health plans

e Speaker at events regarding pension and postretirement healthcare
* Responsible for research and actuarial policy

Education August, 1979 - December, 1982 Georgia State University
e B.B.A. Actuarial Science
January, 1983 to December, 1986 Georgia State University

o M.A. S. Actuarial Science
¢ National Winner Top Five Score for Actuarial Examination Number One

Accreditations Fellow of the Society of Actuaries
Member of the American Academy of Actuaries
Enrolled Actuary
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Thomas L. Totten

Alliance Benefit Group of Indiana / 9320 Priority Way West Drive, Indianapolis, IN 46240

Phone: 888-290-1206

Work Experience

Education

Accreditations

Fax: 317-254-4480 E-Mail: thomas.totten @ abgindiana.com
May, 1989 - February, 1995 Hewitt Assc
Consulting Actuary

* Consulted with Fortune 500 companies regarding pensions and
postretirement healthcare

= Developed postretirement healthcare statistics regarding clients that
were presented in a study to the United States Senate

= Performed FAS 106 (postretirement healthcare) valuations for national
utilities and international clients

* Provided complete benefit analysis through Hewitt's Benefit Index
service

February, 1995 - October, 1998 United Actuarial Services
Chief Healthcare Actuary

* Supervised staff that ultimately performed over 90 postretirement
healthcare valuations annually

October, 1998 - Current Alliance Benefit Group of Indiana
Managing Principal

* Consulted to national clients on pension and postretirement healthcare
valuations

* Frequent speaker at events regarding pension and postretirement
healthcare

September, 1983 to May, 1987 University of Notre Dame
= B.S. Mathematics
September, 1987 to May, 1989 Ball State University

= M.A. Actuarial Science

Fellow of the Conference of Consulting Actuaries
Associate of the Society of Actuaries
Enrolled Actuary
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Joseph B. Polley

Alliance Benefit Group of Indiana / 9320 Priority Way West Drive, Indianapolis, IN 46240

Phone: 888-290-1206

Work Experience

Education

Accreditations

Fax: 317-254-4479 E-Mail: joe.polley @abgindiana.com

January, 2000 — September, 2002 Aon Consuiting
Actuarial Analyst

Perform pension actuarial valuations, pension benefit calculations and statements,
data reconciliation, and government form filings. Work included public sector,
private sector, and multi-employer.

September, 2002 — September, 2008 Bolton Partners
Consulting Actuary

Conduct health care claims analysis and projections for retiree health and life
actuarial valuations

Computation of reporting and disclosure information for Government Accounting
Standards Board Statements (GASB 25, 27, 43, and 45)

Review of accounting results for FAS 5, FAS 43, FAS 87, FAS 112, FAS 132, and
FAS 158

Review of accounting results for SOP 92-6

Significant experience programming valuation software for pensions and Other
Post-Retirement Benefits

September, 2008 - Current Alliance Benefit Group of Indiana
Consulting Actuary

Consult with public and private sector employers regarding OPEB liabilities

Conduct health care claims analysis and projections for retiree health and life
actuarial valuations

Computation of reporting and disclosure information for Government Accounting
Standards Board Statements (GASB 25, 27, 43, and 45)

Review of accounting results for FAS 106, FAS 112, FAS 132, and FAS 158

Purdue University

B.S. Actuarial Science

Associate of the Society of Actuaries
Member of the American Academy of Actuaries

10
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Evi Laksana

Alliance Benefit Group of Indiana / 9320 Priority Way West Drive, Indianapolis, IN 46240

Phone: 317-803-7898 Fax: 317-254-4479 E-Mail: evi.laksana @abgindiana.com

Work Experience August, 2005 - Current Alliance Benefit Group of Indiana
Actuarial Assistant
¢ Prepare annual pension and post-retirement healthcare valuations

e Prepare Medicare Part D actuarial equivalence testing and Retiree Drug
Subsidy online applications

* Provide calculations for cost studies and projections

Education January, 2002 - May, 2004 Purdue University
e B.S. Actuarial Science and Statistics

Actuary Actuarial Assistant Administrative
, Assistant

We employ a well-qualified staff of actuarial assistants that assist our actuaries in many ways. All
valuations (including GASB work, etc.) are thoroughly reviewed by our actuaries. No report is finalized
without the approval of two of our credentialed actuaries.

e We affirm that we will provide the services, and components thereof, in accordance with the
Actuarial Standards of Practice, Actuarial Code of Professional Conduct, and the Government
Accounting Standards Board Statements 43 and 45.

e Our firm is qualified to issue a Public Statement of Actuarial Opinion (PSAO) in accordance with
the Qualification Standards of the American Academy of Actuaries.

» The actuary assigned to work with the City is qualified to undertake this project according to
Precept 2 of the Code to Professional Conduct of the “American Academy of Actuaries.

11
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Professional Credentials and Experience

Our combined experience includes the following related projects:

GASB study for Indiana Senate and House legislators — measured current and alternative retiree
designs.

ABG has provided GASB actuarial services to various entities in twenty-two states. Our clients
include the City of River Falls, Douglas County, Dane County, St. Croix County, the City of
Madison, Pierce County, the City of Baraboo in Wisconsin; Bountiful City, Utah:; City of
Oklahoma City in Oklahoma; the City of Webster City, the City of Pella, Poweshiek County,
O’Brien County, Spencer Municipal Utilities, Warren County, Lee County, and Story County, of
lowa; the City of Cape Girardeau in Missouri; Chariho School District, the City of Narragansett,
and the City of Central Falls in Rhode Island; the City of Concord and the City of Dover in New
Hampshire; Suffolk County and Cattaraugus/Allegany BOCES in New York; the Cities of
Biddeford & Saco in Maine; and the State of Indiana, Indiana University, and Vincennes
University in Indiana, among others.

We currently have been engaged by municipalities in 23 states and also call five state capitals
clients.

We have been selected by the lowa Public Agency Investment Trust as one of only three
companies they will recommend to their clients for GASB services.

Retiree health projections for numerous counties and cities

Postretirement health care study presented to the United States Senate regarding Medicare
retirement age

Medicare Part D consulting and analysis for over 36 organizations (universities, corporate, and
government entities)

Over 900 retiree healthcare actuarial valuations and over 40 actuarial valuations of Indiana,
lllinois, and Colorado school corporations

Retirement and healthcare consulting with Indiana University, Rose Hulman Institute, and
Wabash College

Actuarial calculations for premium rate setting, COBRA rates, active and retiree reserves, and
plan design pricings

Actuarial certifications of financial health for multiple-employer health plans

We affirm that we will provide the services, and components thereof, in accordance with the
Actuarial Standards of Practice, Actuarial Code of Professional Conduct, and the Government
Accounting Standards Board Statements 43 and 45.

Our firm is qualified to issue a Public Statement of Actuarial Opinion (PSAO) in accordance with
the Qualification Standards of the American Academy of Actuaries.

The actuary assigned to work with the City is qualified to undertake this project according to
Precept 2 of the Code to Professional Conduct of the “American Academy of Actuaries.

12
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Experience with Health Care Actuarial Services

Alliance Benefit Group has a long history of providing health care actuarial services to numerous clients.
Our firm also provided health care third party administration services for over 50 years.

We have provided the following types of health care actuarial services:

<

COBRA Pricing

Premium Rate Setting

Incurred By Not Reported Reserves

Funding Sufficiency Certifications

Multiple Employer Welfare Arrangements Funding Certifications
Multiemployer Reserve Calculations

Medicare Part D Certifications

GASB 45 Services in Twenty-Three States

FASB 106 Services

SOP 92-6 Services

D N N N N N T NN

Our depth of health care actuarial services rivals the services prevalent at international actuarial
consulting firms, but at a more competitive fee.

Managing Expense Under GASB

We can provide different alternatives, including a matrix of plan design, eligibility, contribution, and
funding alternatives. We quote a hard fee up front prior to engagement. We have completely re-
designed other client benefits, including but not limited to,:

1) Funding

2) Rate Changes

3) Fixed Dollar Limitation
4) HRA Design

5) Complete DC Approach

Conflict of Interest

To the best of our knowledge, there would be no conflict of interest between Alliance Benefit Group of
Indiana and the City of Menasha, Wisconsin should we be selected to perform their actuarial work.

13
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Actuarial Capabilities:

a.

We affirm that we will provide the services, and components thereof, in accordance with the Actuarial
Standards of Practice, Actuarial Code of Professional Conduct, and the Government Accounting
Standards Board Statements 43 and 45.

Our firm is qualified to issue a Public Statement of Actuarial Opinion (PSAO) in accordance with the
Qualification Standards of the American Academy of Actuaries.

The actuary assigned to work with the City is qualified to undertake this project according to Precept
2 of the Code to Professional Conduct of the “American Academy of Actuaries.

We employ a well-qualified staff of actuarial assistants that assist our actuaries in many ways. All
valuations (including GASB work, etc.) are thoroughly reviewed by our actuaries. No report is
finalized without the approval of two of our credentialed actuaries.

Randy Gomez will be directing the activities of the GASB 45 team. He will be assisted by the firm’s
actuarial students and assistants.

We have performed over 100 GASB valuations and 80 FASB reports. Please see page 14 for a
partial list of the GASB clients we are currently serving.

Please see pages 18, 19, and 20 in our Work Plan section for a description of how Alliance Benefit
Group of Indiana will work the City of Menasha, Wisconsin.

Generally speaking, ABG would like to relieve as much responsibility from the City as possible.
However, we will rely upon the City to provide accurate census data, be prepared to discuss different
actuarial assumptions (with our guidance) and to assist with other third party vendors (if appropriate).

ABG would also assist the City in the plan interpretation and any ambiguities. We have experience
over the last 20 years working with clients regarding these issues.

Alliance Benefit Group of Indiana is sufficient in and of itself that we do not require a subcontractor to
meet the needs of our clientele.
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Work Plan:

GASB 45 Playbook
(Work Plan)

We have a very defined methodology that we follow in order to provide high-quality results in a
reasonable timeframe for our clients. This methodology is composed of as follows:

1.

2.

Methodology Report: Very brief written report of the different steps

Actuarial Background: Description of the different actuarial issues that are involved with
GASB 45

Data Requirements: A sample description of the various items that will be required for the
valuation.

Sample Timetable

17
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Methodology Report

The process for the actuarial GASB disclosure will take place in stages.

Stage 1 Data Gathering Process:

The required data will include census information for all current employees and retirees receiving
postemployment health or termination benefits. Plan descriptions of the various benefits will also be
required.

Stage 2 Assumption Setting and Education Process:

Any actuarial analysis is always grounded on reasonable expectations or assumptions of future behavior
of current employees...when do employees terminate or retire, are there non-recurring events in the past
that have affected termination patterns. Also, what are reasonable expectations of future health care
increases and employer subsidies.

These assumptions cannot be set in a vacuum and require an active dialogue between the consulting
actuary and employer. The most realistic results are best achieved when an employer understands how
the assumptions are used and what areas require a strong well-thought-out assumption.

Stage 2 will also be used to set expectations on the timeline for the completed report and what
information will be included. We anticipate the report will include the GASB disclosures, a projection of

future benefit payouts, and a projection of the number of retired employees in the program.

Stage 3 Review of Preliminary Results and Re-Evaluation of Assumptions Process:

Before preliminary resuits are released to the employer, the results are reviewed internally by another
qualified actuary. Once approved for release by Alliance Benefit Group, the results should be reviewed
by the employer. This is typically done in a face-to-face meeting or conference call.

We believe producing a result is not the completion of the project. The client must also understand what
the result means and how it will be used by outsiders. Stage 3 is meant to be a review session with a
limited group of outsiders having access to the report. All assumptions will be re-evaluated a second time
for reasonableness. The description of the postemployment benefits will also be reviewed a second time
for last minute changes. If necessary, preliminary results are updated for Stage 3 changes. This update
is included in our fee estimate.

Stage 4 Final Release of the Completed Report with No Limitations on the Distribution of the
Resulits:

Alliance Benefit Group will present the report to the appropriate group at a meeting.
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Proposal for Actuarial Services — GASB 45

Actuarial Background

Valuation Assumptions

When generating actuarial assumptions, we utilize an approach that involves the client in setting the
assumptions. We look at the following historical information:

® Retirement Patterns

e Turnover Patterns

e Prior Medical Inflation

e Utilization Data
Once the data is analyzed, we would work with the client in determining whether the assumptions are
appropriate for the foreseeable future.

Claim Costs

In the determination of the claims cost, we would look at the cost of benefits for the retiree class in
exclusivity. A claims cost would be generated simply for the retirees without regard to the active claims
cost, unless the data was deemed to be not credible for the population.

Once the claims cost is determined for the retiree group, the net cost is generated by subtracting the
employee contributions. This net cost is present valued for GASB purposes.

Methodology for Selecting Actuarial Cost Method and Amortization Period

Our approach will be to calculate the required contribution amounts using each of the approved actuarial
cost methods and amortization periods allowed under the standard. We fully expect the results to
produce a fairly large range from the lowest to highest liability-producing method.

Our actuarial software (Proval) is designed to produce each set of results very efficiently during the
calculation phase. We are unable to make a recommendation to the City for the most appropriate cost
and amortization method until we understand your current programs, underlying demographics, and
future salary and benefits expectations.

Nevertheless, the most common actuarial methods used for government accounting and funding
purposes are:

» the aggregate cost method (for its simplicity of use),

» the entry age normal method as a percentage of salary (for its stability as a percentage of total
salary), and

¢ the unit credit cost method (since it generally produces the lowest contribution of all the approved
methods).
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Roles and Responsibilities

Generally speaking, ABG would like to relieve as much responsibility from the City as possible.
However, we will rely upon the City to provide accurate census data, be prepared to discuss different
actuarial assumptions (with our guidance) and to assist with other third party vendors (if appropriate).

ABG would also assist the City in the plan interpretation and any ambiguities. We have experience over
the last 20 years working with clients regarding these issues.

Software

Our actuarial software is Proval. We will also have our proprietary modeler available for the City’s use.
See the Appendix for our sample.

In order to determine claims cost, we have proprietary software integrated with Tillinghast’s medical rates
software in order to determine costs.

Interpretation of Plan

We will work with the City to define, if any, the ambiguities related to the plan. We can also provide full
actuarial services regarding health care pricing and reserving.
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Data Requirements
e Census Information

Active Employees (Excel File)

Name

Employee ID

Sex

Date of Birth

Date of Hire

Current Medical — (Traditional or HSA)

Medical Coverage Level — (Single, Family, None, etc.)
Dental Option

Dental Coverage Level

Current Annual Salary — (Optional if healthcare benefits are pay-related.)
Retired Employees

Name

Employee ID

Sex

Date of Birth

Date of Retirement

Spouse’s Date of Birth — (Only needed if spouse is covered by health plan)
Current Medical Option — (Traditional or HSA)

Medical Coverage Level — (Single, Retiree and Spouse, etc.)

Dental Option

Dental Coverage Level

Retiree Life Insurance — (If Employer Subsidized)
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e Census Information (continued)

Other Employees — (Optional if former employees may elect retiree health coverage
at a later time.)
Name
Employee ID
Sex
Date of Birth
Date of Termination

Spouse’s Date of Birth — (Only needed if spouse is covered by heatlth plan.)
Location

¢ Plan Information

Copy of Summary Plan Description for Each Health Plan Option
Premium Rate and COBRA History for Past Five (5) Years
Retiree Contribution Schedule for Past Five (5) Years

Copy of Retiree Health Benefits from Employee Handbook

Fully Insured Plans Only — (Are premium rates based on community rating or partially based
on actual plan experience?)

How are premiums or benefits paid? — (General Funds, Dedicated Asset Reserve, VEBA
Trust Fund, etc.)

e General Description of Retiree Health Coverage

Please note, other information may be required once the above information has been reviewed by
Alliance Benefit Group

We understand the scope of work requested by the City and are quite willing to meet or exceed those
requirements.
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Sample Timetable
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March, 2009

Timeline from

Step Milestone Responsibility Start of Study

Intitial meeting to discuss GASB requirements and

1 actuarial assumptions and confirm expectations and Client and ABG 1% Week
deadline

2 Collection of census and premium information Client 2 -3 Weeks

3 Dat'a preparation, programming, testing, and peer ABG 3_ 4 Weeks
review

4 Preparation of draft report 2 ABG Included Above
Conference call with client to review preliminary . One Week from

. report Client and ABG Release of Report

6 Internal review and discussion of preliminary report  Client 2 — 3 Weeks
Release of final report following changes to

U assumptions and data GIEE OIS

8 Meeting with client to review final report Client and ABG Included Above

Planning session includes review of GASB liabilities for retiree health coverage for current and future
retired participants.

2 The actuarial report will include the actuarial disclosures and the following information:

¢ Executive Summary

e Summary of Actuarial Assumptions and Methods

* Summary of Benefits Valued * 10-year Projection of Employer Subsidies for
Retiree Health Coverage using a Closed-Group

Population
It is our philosophy that the GASB 45 valuation is a significant project that must be managed aggressively
in order to meet the deadlines that the City may be under. The deadlines within our work plan are,
essentially, arbitrary for any single municipality. We work on the client’s schedule.

See the Appendix for a Sample Report.
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Uniqueness

We feel we are unique. We are an ESOP company...our company is owned by our employees. We
prosper just as long as we can keep our clients satisfied. Each employee has a vested interest in
providing top-notch customer service.

We are also unique in that our senior actuaries all started with international firms. Therefore, you are
getting elite experience at a small-town price.

Our actuaries have created a modeler that was built to allow users to see projected future plan expenses
such as the annual required contribution (ARC), unfunded actuarial liability and net obligation. It is also
useful as an educational tool to illustrate the impact of changing certain actuarial assumptions (interest
rate discount and actual asset returns), plan improvements and funding strategies (no pre-funding, some
pre-funding, increasing levels of pre-funding).

Our work will be done on a fixed-fee basis. You are guaranteed a set price. No guess work on time or
hourly fee is involved. You will know upfront what budgetary amount will be necessary.

For projects outside the Scope of Services, we will work with the client to negotiate a set fee or we can
work on a “time and materials” basis with the fee being only what it takes us to do the project.

Alliance Benefit Group of Indiana has a staff that is very well-qualified in and of itself that we do not
require the use of subcontractors.
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Fees:

Scope of Services

1. Prepare an actuarial valuation following GASB 45 standards. Include the following information:
* The actuarial present value of total projected benefits
e Unfunded actuarial accrued liability
* Actuarial accrued liability
* Actuarial value of assets
¢ Normal cost

® Annual required contribution of the employer as a level dollar amount and as a level
percentage of covered payroll

* Net OPEB obligation for employer disclosure under GASB Statement 45, if necessary

2. Prepare the necessary material for the audit report to comply with GASB OPEB reporting and
disclosure requirements.

3. Determine the implicit rate subsidy, if any, and the impact it would have on the OPEB liability.
4. Provide recommendations on managing the OPEB liability.

Fees: $6,000

We assume the data will be electronically submitted. A conference call to discuss the results is included
in our fee. Our fee includes one physical meeting with the City.

Our work will be done on a fixed-fee basis. You are guaranteed a set price. No guess work on time or
hourly fee is involved. You will know upfront what budgetary amount will be necessary.

For projects outside the scope of work, we will work with the City to negotiate a set fee or we can work on
a “time and materials” basis with the fee being only what it takes us to do the project.

Rates for Work Outside the Scope of Services:

Consulting Actuary Actuary
$275 per Hour $250 per Hour
Actuarial Assistant Administrative Assistant
$140 per Hour $40 per Hour
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March 27, 2009

Actuarial Service Proposal

City of Menasha

Attn: Thomas Stoffel, Comptroller/Treasurer
140 Main Street

Menasha, WI 54952

Subject: Actuarial Consulting Services (GASB 45)

Dear Mr. Stoffel:

Thank you for the opportunity to submit a proposal fdr the GASB 43 & 45
valuation for the City of Menasha (“Menasha”). The purpose of this letter is
to provide the requested quote for services.

Within the RFP, Menasha has provided us with a brief background of its
Retiree Medical and Sick Leave plans. We understand that the deadline for
proposal submission is March 27" and that the project will be awarded on
April 6™ The deadline for the actuarial report is June 30, 2009.

The proposal contains the following sections as required by the RFP:

Section 1: Proposal Summary _
Section 2: Profile of United Health Actuarial Services, Inc.
Section 3: Qualifications of the Firm

Section 4: Outline of Project Plan

Section 5: Proposal Costs

11611 North Meridian Street » Suite 330 » Carmel, IN 46032
Phone: (317) 575-7671 » Fax: (317) 575-7678
E-mail: u/m.s'@u/m&ingcom



City of Menasha

Actuarial Consulting Services (GASB 45)
March 27, 2009

Page 2 of 11

Section 1 — Proposal Summary

UHAS would need to perform the following services in order to provide an
actuarial study fully compliant with GASB 45 requirements within the given
timeframe:

¢ Facilitate initial consultation/discussions and data clarification —
UHAS is committed to performing outstanding actuarial work. In order
to do so, it will be necessary to facilitate an open dialogue to ensure that
our understanding of your current plans and programs is correct. Our
discussions will cover data collection, current financial information,
long-term goals, funding alternatives, etc.

* Analyze retiree claim costs — This step will require an assessment of the
reasonableness of current premium rates and the application of
appropriate adjustments for the demographics of the future retiree
population. If necessary, additional adjustments may be made based on
widely accepted actuarial manuals.

¢ Development of relevant actuarial assumptions — UHAS will develop
all necessary demographic and economic assumptions including discount
rates, medical trend, turnover rates, retirement rates, mortality rates, etc
and will discuss these recommendatlons with Menasha.

¢ Perform Valuation — Once the census data is deemed clean and the
actuarial assumptions are approved by Menasha, UHAS will develop the
necessary liability and expense exhibits as required by GASB 45 using its
in-house valuation system.

* Produce Actuarial Report — UHAS will provide an actuarial report
showing the GASB 45 valuation results at the level of detail prescribed in
the RFP. The report will provide a summary of the census, actuarial
assumptions and plan descriptions.

* Presentation of Results — UHAS will meet with Menasha to explain the
results and their implications, if desired.
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Although the valuation of alternative plan designs and various methods for
managing retiree costs are not included in the scope for this project, UHAS
would be glad to discuss various alternatives available to Menasha. If, after
such discussion, Menasha wishes to pursue the valuation of the financial
impact of these different scenarios, UHAS would either perform such
analysis at the hourly rates specified within or per some other mutually
agreeable arrangement.

All questions regarding this proposal should be directed to:

Ben Brandon, FSA, MAAA
Consulting Actuary

United Health Actuarial Services, Inc.
11 South Street

Old Bridge, NJ 08857

Phone: 732-425-3036

Fax: 732-360-2405

Email: bbrandon@uhasinc.com
Website: www.uhasinc.com



City of Menasha

Actuarial Consulting Services (GASB 45)
March 27, 2009

Page 4 of 11

Section 2 — Profile of United Health Actuarial Services. Inc.

UHAS and its predecessor practice were founded approximately nine years
ago with the goal of providing quality independent health actuarial services
at a reasonable cost. We have been growing by all measures and could
provide more details regarding this growth if requested.

We provide actuarial and management consulting services for a wide range
of individual and group medical and supplemental insurance products, and
health & welfare actuarial and benefits consulting for both insured and self-
insured plans. Our experienced team of professionals and network of
subcontractors can provide the full range of health actuarial services,
including:

« Compliance and statutory reporting

» Employer health & welfare benefits pricing and design
« Experience and financial analysis

« Expert witness and litigation support

« Implementation support

 Liaison and negotiation support

« Merger & acquisition support

« Participation in all aspects of company management
o Peer review

+ Product/plan development and pricing/re-pricing

+ Retiree/OPEB valuations

« Valuation and financial reporting and related support

A strategic decision was made in 2008 to expand our retiree health and
welfare valuation services. With that in mind, UHAS invested in a
comprehensive valuation system as well as the acquisition of personnel with
a high level of expertise and training in retiree valuations. Our goal is to
eventually become a well-respected and well-known retiree valuation
consulting firm and expand our presence in this field many-fold.

UHAS currently has 10 employees (5 of which are credentialed by the
Society of Actuaries and the American Academy of Actuaries) and is well-
positioned to handle a project of this scope.
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Please see our website (www.uhasinc.com) for additional information
regarding our firm.
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Section 3 — Qualifications of United Health Actuarial Services. Inc.
The following UHAS personnel would likely work on Menasha projects
consistent with their backgrounds as briefly summarized below:

Ben S. Brandon, FSA, MAAA
¢ Would serve as primary company contact and project leader

Background: Over 17 years of health care experience in employee benefits
consulting and insurance-related roles; 10 of which were very focused on
FAS 106 retiree medical valuations for large employers as well as employers
subject to government regulation such as public utilities.

Karl G. Volkmar, FSA, MAAA, FCA
* Provide direction and peer review regarding all projects assigned.

Background: Approximately 22 years of health actuarial expertise in
consulting and insurance-related roles.

Jevon Brenneman
¢ Provide actuarial support services as needed.

- Background: Serves in the above-referenced role for a number of UHAS

clients and has had considerable experience with the valuation system
employed by UHAS.

More detailed information regarding any of the individuals listed above or
the types of services we could provide can be forwarded upon request.
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Similar Engagement with Other Government Entities

Although key personnel within UHAS have extensive FAS 106 experience,
we have limited experience in GASB 45 as we have just entered this
marketplace. To date we have worked on the following GASB 45 projects

* Augusta Housing Authority (Augusta, GA)

o Currently engaged in all aspects of valuation including client
communications, data collection, assumptions setting, valuation,
accounting and report production.

Client has 150 employees

Required resources - Approximately 40 staff-hours

Final report due by March 31, 2009

Contact: Charles Mason, Director of Finance, (706) 312-3117

O O O O

¢ Subcontractor for Similar Projects
o Have run multiple GASB 43/45 valuations in a subcontractor
capacity :
o Contact information available upon request

Please note that large proportion of UHAS’s work is with government
entities. Currently, our largest client is the California Public Employees
Retirement System (CalPERS). '
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Section 4 — Qutline of Project Work Plan
UHAS strongly believes that an engaged client is a satisfied client. We will
make every attempt to foster an atmosphere of partnership and trust.

The following outline describes the steps and the approach that UHAS will
take in completing Menasha’s valuation project:

* Initial meeting (to take place in April 2009)
o Discuss timing and issues with data collection
Contacts and responsibilities
Census
Plan summaries for medical and Sick Leave plans
Claims/Premiums history from carriers
Sick Leave Data
Retiree contributions
Financial information such as investment returns for general
funds, pay-as-you-go costs, etc.
o Discuss nature of current plan and future status
o Discuss requirements of GASB 43/45
v" Liabilities
v" Expense
v" Reporting
v Valuation concepts
v' Actuarial cost methods
o Discussion of funding approaches
v’ Impact on expense if prefunding
v" Funding alternatives
e Collect data (April — May 2009)
o Verify and check for reasonability
o Communicate and reconcile any discrepancies

AN NN N NN

* Develop and finalize actuarial assumptions (May 2009)
o Economic assumptions
v’ Discount rate (pre-funded? not pre-funded? partial?)
v" Medical inflation
v Claims/premiums per capita costs
v" Contributions
o Demographic assumptions
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v' Mortality rates
v’ Withdrawal rates
v' Retirement rates
v" Dependent status
v etc.
o Discuss with Menasha and obtain approval

¢ Perform valuation (May - June 2009)
o Load and check input files
Finalize programming
Run valuation system
Check test cases and reasonability of results
Summarize results

o O O O

¢ Create financial exhibits and produce report (June 2009)
o Actuarial Accrued Liability breakdown
o Calculation of Annual Required Contribution (“ARC”)
' v" Normal cost (end of year)
v' Amortization of UAAL
v' Amortization scenarios - 20, 25 and 30 years
o Projection of pay-as-you-go costs
o Executive summary

e Final meeting with Menasha (June 2009)
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Section 5 — Proposal Costs

Based upon the scope of work outlined within, the referenced services will
not exceed $6,500 and will be completed by the required deadline of June
30, 2009.

The cost of any work performed beyond the scope of services defined herein
would be based on actual hours-worked and the following standard billable
hourly rates (good through at least 12/31/09):

Karl G. Volkmar, FSA, MAAA, FCA - $310/hour
Ben Brandon, FSA, MAAA - $250/hour

Jevon Brenneman - $100/hour
Administrative/Technical Staff - $55/hour

Any out-of-pocket expenses (e.g., travel, postage) would be reimbursed at
cost. Invoices would be generated at the beginning of each month reflecting
actual hours worked and out-of-pocket expenses incurred in the prior month.

Please note that no additional fees would be required for our use of
proprietary data-sources or systems.

Please let me know if you would like to discuss any alternative billing
arrangements. We have the flexibility to establish any structure agreeable to
both parties.

Please note that UHAS meets the insurance requirements shown in the RFP
regarding Workers Compensation, General Liability and Property Damage
insurance.



City of Menasha

Actuarial Consulting Services (GASB 45)
March 27, 2009

Page 11 of 11

Concluding Remarks
Please feel free to contact me with questions/comments regarding anything

above at (317)575-7672 or via e-mail at kvolkmar@uhasinc.com. Thank
you again for your consideration.

Sincerely,

Karl G. Volkmar, FSA, MAAA, FCA
Principal & Consulting Actuary



