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Housekeeping

e If you are experiencing technical difficulties, please dial:
800-422-3623.

©2016 CliftonLarsonAllen LLP

Q&A session will be held at the end of the presentation.

— Your questions can be submitted via the Questions Function at any
time during the presentation.

The PowerPoint presentation, as well as the webinar recording, will be
sent to you within the next 10 business days.

For future webinar invitations, subscribe at CLAconnect.com/subscribe.

Please complete our online survey.
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CPE Requirements

©2016 CliftonLarsonAllen LLP

e Answer the polling questions

If you are participating in a group, complete the CPE sign-in
sheet and return within two business days

— Contact webmaster@CLAconnect.com

Allow four weeks for receipt of your certificate; it will be sent
to you via email

This webinar, once recorded, has not been developed into a self study course.
Therefore, watching the recording will not qualify for CPE credit.
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About CliftonLarsonAllen
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A professional services firm with three distinct
business lines '

— Wealth Advisory

— Qutsourcing

— Audit, Tax, and Consulting

More than 4,500 employees

Offices coast to coast

More than 600 state and local government
professionals serve more than 1,800 local, county,
and state government agencies.

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC.
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Speaker Introductions

e Christine O’Neal, ASA, EA, MAAA
Consulting Actuary, Foster & Foster

e Andrew Laflin, CPA
Principal, CliftonLarsonAllen, LLP




Learning Objectives
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e At the end of this session, you will be able to:

— Describe the updates to the new GASB 74 and 75
statements

Determine what benefits must be stated on balance
sheets

|Identify the differences between requirements of GASB
67/68 and GASB 74/75

Leave with a clear understanding of how to prepare and
put strategies in place for the upcoming implementation.
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GASB 74 and 75 for OPEBS

» Financial Reporting for Postemployment Benefits Other Than
Pension Plans (“Plan Accounting”)

O Replaces GASB 43

» Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions (“Employer Accounting”)

O Replaces GASB 45

= FOSTER & FOSTER



Comparisons to GASB 43 and 45
Accounting

Discount Rate: change to GASB 67 and 68 method
Cost Method: no longer a choice, must use entry age normal

More rapid recognition of actuarial gains and losses and changes in actuarial
assumptions for OPEB expense

Immediate recognition of plan changes for OPEB expense

No longer have three year valuation option for very small plans - now a two year
requirement. Includes Alternative Measurement Method for plans with fewer
than 100 plan members

Additional sensitivity measurements requires for both discount rate sensitivity and
trend rate sensitivity

= FOSTER & FOSTER



Why the change?

e Postemployment benefit accounting to be
consistent for both pension and OPEB

— Relevant and Comparable
— Useful
— Transparent



New Terminology

Normal Cost

Annual Required Contribution (ARC) /
Annual OPEB Cost

Net OPEB Liability
Accrued Liability
Assets

Unfunded Accrued Liability

Service Cost

OPEB Expense

N/A

Total OPEB Liability (TOL)
Fiduciary Net Position
Net OPEB Liability (NOL)



Plan Accounting-
Similarities to GASB 67

» Cost Method: Entry Age Normal, level percentage of
compensation

> Discount rate:

O Long-term expected rate of return on plan investments if
projected to be sufficient to make projected benefit
payments

O Index rate for 20-year tax exempt municipal bond with
AA/Aa or higher rating to extent projected benefit
payments not covered by plan investments

= FOSTER & FOSTER



Plan Accounting-Similarities to GASB 67

(continued)

» Measurement date is plan’s fiscal year end

» Liabilities can be rolled forward from a valuation date within
24 months of fiscal year end

» Professional judgment to reflect significant changes that have
occurred since last valuation

» Plan assets must be stated as of measurement date- no roll
forward

= FOSTER & FOSTER



GASB 75
Employer Accounting Issues

Net OPEB Liability goes on employer’s balance sheet- no longer just a
footnote (like GASB 68)

No more ARC- replaced by OPEB expense calculated similar to pension
expense under GASB 68

Deferred inflows and deferred outflows similar to GASB 68

Market value of assets used, no smoothing
» Five year amortization of gains/losses

Discount rate determined under crossover test likely to be less than
current rate

= FOSTER & FOSTER



GASB 75
Balance Sheet Impact

» May not be as significant as GASB 68 impact of recording the Unfunded
Actuarial Accrued Liability recorded on to balance sheet

» Usually under GASB 27 no balance sheet liability, sometimes an asset

» Existing Net OPEB Obligation is the accumulation of unfunded expense,
may be already a significant percentage of Unfunded Actuarial Accrued
Liability

» However, the GASB 75 Net OPEB Liability that will be recorded may be
greater than current GASB 45 Unfunded Actuarial Accrued Liability due to
a required lower discount rate than currently used

= FOSTER & FOSTER



Effective Dates

» GASB Board decided to move the effective dates
back 6 months

» Plan: Plan years beginning after June 15, 2016

» For most Florida plans this will be for plan year beginning
October 1, 2016

» Employer: Fiscal years beginning after June 15, 2017

» For most Florida plans this will be for fiscal year beginning
October 1, 2017

» Earlier application is encouraged

= FOSTER & FOSTER



GASB 74/ 75 Issues
Case Study of Sunshine City
Early Adopter

» Sponsor adopts GASB 74 October 1, 2015 for Plan
accounting

» GASB 45 used for the Sponsor’s fiscal year beginning
October 1, 2015

= FOSTER & FOSTER



GASB 74/75 lIssues

Issue Number One:
Development of GASB 74 Discount Rate

Long-term expected rate of return requires target asset allocation and
long-term real rates of return by asset class

Determination of future level of Sponsor Contributions to Trust

Determination of rate for 20- year tax-exempt general obligation
municipal bond with an average rating of AA/Aa or higher

Projection of benefit payments for 50-75 years for current retirees and
emerging retirees

= FOSTER & FOSTER



GASB 74/ 75 Issues
Issue Number One:
Sunshine City’s Results

7.70% Long-term expected rate of return based upon asset allocation

55% of the sum of Normal Cost and 30 Year Funding Requirement
(percentage derived as average of prior 2 years of funding)

3.57% as September 30, 2016 rate for 20- year tax — exempt general
obligation municipal bond with an average rating of AA/Aa or higher

Assets depleted after 25 years, single discount rate of return was 4.60%

= FOSTER & FOSTER



GASB 74/ 75 Issues
Issue Number Two:
GASB 45 Discount Rate

Rate used in prior years was 5.50% based on partial funding of the trust

GASB 45 definition of the discount rate for a partially funded plan is a
“blended rate that reflects proportionate amounts of plan and Sponsor
assets to be used”

Reasonable to assume that the 5.50% can be used to calculate the OPEB
expense under GASB 45 for the 2015-2016 fiscal year?

Sunshine City’s auditor determined the 4.60% rate calculated under the
GASB 74 requirements would need to be used for the same time period
under GASB 45

= FOSTER & FOSTER



GASB 74/ 75 Issues
GASB 75 Results Versus GASB 45

» GASB 45:
» Actuarial Accrued Liability at 10/1/2015: $220 million at 5.5%
» Unfunded Actuarial Accrued Liability: $186 million

» Net OPEB Obligation $97 million as of 9/30/2015 Expense $15.1 at
5.5%

» GASB 75:
» Actuarial Accrued Liability at 10/1/2015: $255 million at 4.6%
» Net OPEB Liability $220 million
» Expense $16.2 million
» Balance Sheet impact at 9/30/2015:
> $220 million-S97 million = $123 million

= FOSTER & FOSTER
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GASB 75 — Required Note
— Disclosures and RSI

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC,
an SEC-registered investment advisor. | ©2016 CliftonLarsonAllen LLP
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OPEB Plan Description

e GASB 45: Name of the plan, identification of the
public employee retirement system (PERS) or other
entity that administers the plan, and identification of
the plan as a single-employer, agent multiple-
employer, or cost-sharing multiple-employer defined
benefit OPEB plan.

e GASB 75: Same as above




OPEB Plan Description
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e GASB 45: Brief description of the types of benefits
and the authority under which benefit provisions are
established or may be amended

e GASB 75: Same as above; also includes disclosure of
number of employees covered by benefit terms
— Inactive employees currently receiving benefit payments

— Inactive employees entitled to but not yet receiving
benefit payments

— Active employees

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



OPEB Plan Description

e GASB 45: Whether the OPEB plan issues a stand-
alone financial report or is included in the report of a

PERS or another entity and, if so, how to obtain a
report

GASB 75: Same as above

WEALTH ADVISORY | OUTSOURCING | AUDIT , TAX, AND CONSULTING



OPEB Plan Description

©2016 CliftonLarsonAllen LLP

GASB 45: Authority under which obligations to
contribute are established; required contribution
rate(s) of plan members; contribution rates (in
dollars or as percentage of covered payroll)

GASB 75: Same as above...plus disclose the amount
of contributions recognized by the OPEB plan from
the employer during the reporting period

— GASB 45 also required disclosure of annual OPEB cost, % of
annual OPEB cost contributed that year, and net OPEB
obligation at end of year for CY and PY1 and PY2

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Assumptions and Other Inputs

e GASB 45: Information about the funded status of the
plan as of the most recent valuation date, including
the actuarial valuation date, the actuarial value of
assets, the actuarial accrued liability, the total
unfunded actuarial liability (or funding excess), the
actuarial value of assets as a percentage of the
actuarial accrued liability (funded ratio), the annual
covered payroll, and the ratio of the unfunded
actuarial liability (or funding excess) to annual
covered payroll.

e GASB 75: Not applicable

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



nAllen LLP

Assumptions and Other Inputs
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e GASB 45: Identification of the actuarial methods and
significant assumptions used to determine the ARC
for the current year

— Actuarial cost method
— Method used to determine actuarial valuation of assets

— Assumptions with respect to the inflation rate, investment
return, postretirement benefit increases (if applicable),
projected salary increases (if relevant to determination of
level of benefits), and healthcare cost trend rate

— Amortization method (level dollar or level % of projected
payroll) and amortization period and whether open/closed

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING ’ ’ w ‘ -




Assumptions and Other Inputs
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e GASB 75: Significant assumptions and other inputs
used to measure the total OPEB liability, including:
— Inflation
— Healthcare cost trend rates
— Salary changes

— Ad hoc postemployment benefit changes (including ad hoc
COLAS)

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Additional Disclosures on Assumptions/Inputs

e GASB 45: Disclosure that the required schedule of
funding progress immediately following the notes to
the financial statements presents multiyear trend
information about whether the actuarial value of
plan assets is increasing or decreasing over time
relative to the actuarial accrued liability for benefits

GASB 75: There is no schedule of funding progress,
so this is disclosure is no longer applicable

WEALTH ADVISORY | OUTSOURCING |
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Additional Disclosures on Assumptions/Inputs
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e GASB 45: Disclosure that actuarial valuations involve
estimates of the value of reported amounts and
assumptions about the probability of events far into
the future, and that actuarially determined amounts
are subject to continual revision as actual results are
compared to past expectations and new estimates
are made about the future

e GASB 75: The source of the mortality assumptions

— Example: “Mortality rates were based on the RP-2000 Healthy
Annuitant Mortality Table for Males or Females, as appropriate, with
adjustments for mortality improvements based on Scale AA”

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Additional Disclosures on Assumptions/Inputs

e GASB 45: Disclosure that calculations are based on
the types of benefits provided under the terms of
the substantive plan at the time of each valuation
and on the pattern of sharing of costs between the
employer and plan members to that point.

GASB 75: The fact that projections of the sharing of
benefit-related costs are based on an established
pattern of practice

WEALTH ADVISORY | OUTSOURCING |



Additional Disclosures on Assumptions/Inputs

e GASB 45: Disclosure that actuarial calculations
reflect a long-term perspective. In addition, if
applicable, disclosure that, consistent with that
perspective, actuarial methods and assumptions
used include techniques that are designed to reduce
short-term volatility in actuarial accrued liabilities
and the actuarial value of assets.

GASB 75: The dates of experience studies on which
significant assumptions are based

WEALTH ADVISORY | OUTSOURCING |



Additional Disclosures on Assumptions/Inputs

GASB 75: Measure of net OPEB liability calculated
using a healthcare cost trend rate that is 1 percent

higher and 1 percent lower than the assumed health
care cost trend rate

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Additional Disclosures on Assumptions/Inputs

e GASB 75: Discount rate disclosures

— Discount rate applied in the measurement of the total
OPEB liability and change in discount rate since prior
measurement date, if any

— Assumptions made about projected cash flows into and
out of the OPEB plan, such as ER/EE contributions

— The long-term expected rate of return on OPEB plan
investments and a brief description of how it was
determined, including significant methods and
assumptions used for that purpose

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING
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Additional Disclosures on Assumptions/Inputs
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e GASB 75: Discount rate disclosures, continued

— |If the discount rate incorporates a municipal bond rate,
the municipal bond rate used and the source of that rate

— The periods of projected benefit payments to which the
long-term expected rate of return and, if used, the
municipal bond rate are applied in determining the
discount rate

— The assumed asset allocation of the OPEB plan's portfolio,
the long-term expected real rate of return for each major
asset class, and whether the expected rates of return are
presented as arithmetic or geometric means, if not
otherwise disclosed

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Additional Disclosures on Assumptions/Inputs
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e GASB 75: Discount rate disclosures, continued

— Measures of the net OPEB liability calculated using a
discount rate that is 1 percent higher and 1 percent lower
than current discount rate

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Assumptions and Inputs - lllustration

Aecruarial Aszumptions:

The Total OPEB Liabality was determined by an actuarial valuation as of October 1, 2015 using the following actuarial ass

Inflaton 3 00
Salary Increases 3.B0%%
Dnscount Raie 4 60%
Investment Fate of Returm T.70%

Mortality rates were based on the EP-2000 Healthy Anmurtant MMortality Table for BMales or Females, a5 appropriate, with
adjustmments for mortality mmprovements based on Scale A8

The date of the most recent actuanal expenence study for which sigmificant assumphons are based 15 not available.

The Long-Term Expected Fate of Retiwn on OFEB Flan imvestoments was determmned wsing a building-block method m whech best-
estimate renges of expected fufure real rates of retum {expected retuwms, net of OFER plan imvestment expenses and mflaton} are
developed for each major asset class.

These ranges are combmed to produce the Long-Term Expected Fate of Reton by weightimg the expected fofure real rates of retum
by the target asset allocation percentage and by adding expected mflation. The target allocation and best estimates of amthmetc real
rates of retwmn for each major asset class are summanzed m the following table:

Long Termm Expected
Aszet Class Target Allocation Feal Fate of Eetuwrn

TS Equity 405 T 50%%
International Equity 1094 8.50%%
Fieal Estate 5% 4.50%
175 Fixed Income 45%; 2.50%%

Total 102

Dnscount Fates

The projection of cash flows uwsed to determine the Thscount Fate assumed that coarent Plan Member and Sponsor confmbuhons wall
be made at the cwrrent contmbution rate. Based on those assumptions, the OPER Plan's Fiducizay Met Positton was projected to
provide foture benefit payvments for 25 vears.

These payments were discounted nsmg a discount rate of 7. 70%. Future benefits payments beyond 25 vears were discounted using a
high quzlity mumicipal bond rate of 3.57%a.

The lngh cuality munecipal bond rate was based on the week closest to, but not later than, the measuwrement date of the Bond Buyer
20-Bond Index as published bv the Federal Feserve.

The smgle eguivalent discount rate was 360

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING
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Changes in Net OPEB Liability

e GASB 45: For the current year, annual OPEB cost and
the dollar amount of contributions made. If the
employer has a net OPEB obligation, also disclose the
components of annual OPEB cost (ARC, interest on
the net OPEB obligation, and adjustment to the
ARC), the increase or decrease in the net OPEB
obligation, and the net OPEB obligation at the end of
the year




Changes in Net OPEB Liability

©2016 CliftonLarsonAllen LLP

e GASB 75: Schedule of changes in net OPEB liability to
include the following:

— Beginning balances of total OPEB liability, OPEB plan’s
fiduciary net position, and net OPEB liability

— The effects of service cost, interest on total OPEB liability,
changes of benefit terms, differences between expected
and actual experience in measurement of total OPEB
liability, changes of assumptions or other inputs,
contributions from employer/employees, OPEB plan net
investment income, benefit payments, admin expenses

— Ending balances of total OPEB liability, OPEB plan’s
fiduciary net position, and net OPEB liability

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Changes in Net OPEB Liability - lllustration

©2016 CliftonLarsonAllen LLP

Increase (Decrease)
Plan Fiduciary
Net Posihon

Total OPER
Liability

Net OFED
Liability

Balances at September 30, 2014
Changes for the Year:
Service Cost
Interest
Dhifferences between Expected and Actual Expenence
Changes of assumptions
Changes of benefit terms
Contribufions - Employer
Met Investment Income
Benefit Payments
Admmstrative Expense
HNet Changes
Balances at September 30, 2015

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING

(2)

(b)

(2)-(b)

§ 244,079,000

6,900,000
11,475,000

(7.500.000)

13,549,000 §

£.100,000
820,000
(7.500,000)
(15,000

210,530,000

6,900,000
11.475.000

(8.100,000)
(820.000)

15,000

10,875,000

1,405,000

9470000

% 254954000 §

34954000 5

220,000,000




Other Required Disclosures — GASB 75

e The measurement date of the net OPEB liability; the
date of the actuarial valuation or alternative
measurement method calculation on which the total
OPEB liability is based; and, if applicable, the fact
that update procedures were used to roll forward
the total OPEB liability to the measurement date.

Example: “The [Name of Government]’s total OPEB
liability of SX,XXX,XXX was measured as of
[measurement date] and was determined by an
actuarial valuation as of that date.”

WEALTH ADVISORY | OUTSOURCING |



Other Required Disclosures — GASB 75

e A brief description of changes of assumptions or
other inputs that affected measurement of the total
OPEB liability since the prior measurement date

A brief description of changes of benefit terms that
affected measurement of the total OPEB liability
since the prior measurement date.

Disclosures relating to the amount of benefit
payments in the measurement period attributable to
the purchase of allocated insurance contracts (if
applicable)

WEALTH ADVISORY | OUTSOURCING |



Other Required Disclosures — GASB 75

e A brief description of the nature of changes between
the measurement date of the net OPEB liability and
the employer's reporting date that are expected to
have a significant effect on the net OPEB liability, and

the amount of the expected resultant change in the
net OPEB liability, if known.

WEALTH ADVISORY | OUTSOURCING | AUDIT , TAX, AND CONSULTING
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OPEB Expense and Deferred Inflows/Outflows
— GASB 75

e Disclose the amount of OPEB expense recognized by
the employer in the reporting period

©2016 CliftonLarso

e Disclose balances of deferred outflows & inflows of
resources relating to the following:

Differences between expected and actual experience in the
measurement of the total OPEB liability

Changes of assumptions or other inputs

Net difference between projected and actual earnings on OPEB
plan investments

The employer's contributions to the OPEB plan subsequent to
the measurement date of the net OPEB liability (if applicable)

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



OPEB Expense and Deferred Inflows/Outflows
— GASB 75

e Present a schedule for each of the subsequent five
years and in aggregate thereafter, the net amount of
employer’s balances of deferred outflows and
inflows of resources that will be recognized in

employer’s OPEB expense

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



RSI Schedules — GASB 45 vs 75

e GASB 45: Information about funding progress of the
plan (actuarial valuation of assets, actuarial accrued
liability, total unfunded actuarial liability, etc.) for
current valuation and most recent two preceding
valuations

GASB 75: Two schedules now required within
required supplementary information instead of just
one; need to provide 10 years of info instead of
three most recent actuarial valuations

WEALTH ADVISORY | OUTSOURCING |



RSI Schedules — GASB 75
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e 10 year schedule of changes in the net OPEB liability

— Also include OPEB plan’s fiduciary net position as a
percentage of the total OPEB liability; covered employee
payroll; net OPEB liability as a percentage of covered
employee payroll

e Measured as of measurement date

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



Total OFEB Liabality

Service Cost

Interest

Changes of benafit terms
Iifferences betwesn Expected and Actual
Expenence

Changes of assumphons

Benefit Payments

HMet Change in Total OPEB Liability
Total OPEB Liability - Beginning
Total OFEB Liabihity - Ending {a))

Flan Fiduciary Met Posrhon

Conmtnbuwhons - Emplowver

HNet Investment Inconue

Benefit Payvosents

Admaimistratrve Expense

HMet Change 1 Plan Fiduciary MNet Position
Plan Fiduciary Met Posiion - Begminning
Plan Fiduciary Met Posifion - Ending (b))

Sponsor’s Met OPEB Liabilityv - Ending (a) - (k]

Plan Fiduciary Met Posifion as a percentage of the
Total OFEB Liabality

Covered Emploves Payroll

Sponsor’s Met OPEEB Liabilitv as a percentage of

Covered Emploves Payroll

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING

RSI Schedule — Change in Net OPEB Liability

02/30/2015

&S00 000
11 475 000

{'T"jﬂcl,[;ﬂﬂ}

10,875,000
244 079,000

254,954,000

£.100,000
820,000

€7.500_0007)
(15,000)

1. 405 000
33549 0040

34,954 0040

220,000,000

13.71%
£1.000,000

2T1.60%%
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RSI Schedules — GASB 75
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e 10 year schedule of contributions (actuarially
determined and/or contributions that are statutorily
or contractually established)

— Actuarially or contractually determined amount
Actual contributions made
Difference
Covered employee payroll
Contribution as percentage of covered employee payroll

e Measured as of employer’s most recent fiscal year-
end

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



RSI Schedule — Contributions
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093002015
Actuanally Dretermaned Contmbution 14 000,000
Conimbuthons 1 relation to the Actuanally
Determuned Contmbutons S.100,000
Contnbuthon Deficiency (Excess) 5.900,000

Covered Emplovee Payroll S1.000,000

Contmbutons as a percentage of Covered
Emplovee Payroll 10.00%%

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING
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RSI Schedule of Contributions - Notes

©2016 CliftonLarso

e Significant methods and assumptions used in calculating the
actuarially determined contributions, if any, should be presented as
notes to the schedule

Information should be presented about factors that significantly
affect trends in the amounts reported (for example, changes of
benefit terms, changes in the size or composition of the population
covered by the benefit terms, or the use of different assumptions)

Information about investment-related factors that significantly
affect trends in the amounts reported should be limited to those
factors over which the OPEB plan or the participating governments
have influence (for example, changes in investment policies).
Information about external, economic factors (for example,
changes in market prices) should not be presented

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



RSI Schedule — Notes to Contributions

Motes to Schedule

%W alunaton Date:

107012014

Actmanzally determomed contmbution rates are caleulated as of October 1, priocr to the fiscal vear 1in which contmbutfions are

reported.

Methods apnd assumphons wsed to determmne contribution rates:

Actnanzal Cost MMethod:

Inferest Faate Assumpdiomn:

Medical Trend Fate Assuneptiom:

Partcipation Fate:

Mortality FEates-

The entrv age normal actuanal cost method was used for the October 1,
2014 valuation. Under this method, the actuanal present valee of the
projected benefits of each mdmndual included 1o the October 1, 2014
valnation 15 allocated on a level basis over the earmang=s of the indivadual
between entry age and asswmed exit age.

Some assets have been ascomrmmlated under a retwee health imsurance fund
and the plan 1= partally fimded. Therefore, based on the provizions of
FASH Mo 45 an imierest rate of 5_.5% have been used m performing the
actuaral valusfion of Chotober 1, 2014

The medical frend rate assumphon starts at 7.5% m 2016 and gradually
dechnes to 5.0% by the vear 2021 as follows:

Year Medical Trend

2014 T.5%
2017 T0%:
2018 5%
201%
2020

2021 amnd later

100% of cunrent acthve employees assumed to participate m the retires
health inswrance plam.

The EP-2000 Combined MMortality Table projected to 2014, was uwsed for
IMMEF achwve employees and pensioners. The B FP-2000 MMortaltv Table wath
EBlue Collar Adjustoyent. projected to 2014, was used for actve and retired
police officers and firefighters. The EP-2000 Dhsabled Mortality Table,
projected 4o 2014, was used for disabled police officers and firefizhters.
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RSI Schedule — Notes to Contributions (cont.)

Fer Fetivee MMonthby Costs: The percent increases m health care costs by age that are shown m Table 4
of the stody A ging Corves for Health Care Costs in Retirement, by Teffesr
P Petertl. published in the Tuly 2005 issue of the MNorth Amernican Sctoarial
Jouwmal are as followrs:

HAre Band Fepresentatrve Ume Y ear S gins Factor
S0-54 3 3%
55-5% 3 &%
Go-64 4 2%
G565 3 0%
TO-74 2.5%%
TE-T9 2.0
20-84 1.0%a
g5-8% 0524
90 and over o.0a

Applying the abowve rates of increases in health care costs by aze. the cost=
per refites weare developed by five-year age groups that were equivalent to
ithe abowve average costs per parocpant. The cosis per retivese by five-vear
age groups were dewveloped so the total of the age-adjusted costs was egual
to the total of the average costs.

Using the abovwe apprcach and taking mmic account the mamber of
participants in each plan, the followins age adjusted total monthly total
costs per retiree under the plan were developed, including the cost of
dependent coverage:

HAme Band Ame - Adjusted Total Monthlyw Cost
50-54 81.562.76
55-5% $1.851.58
S0-64 $2.241.87
S5-65 172545
TO-74 £830.83
T5-7a 1928.59
s0-84 5100029
85 and over £1,038.35

For IMEF employees higher rates of termuanaton were uwsed dunngs the ffirst
wrears of emplovmeent The following i= a sample of the terminaton rates that
were used in the 2014 Valuation:

Fate of Ternmmination

i ears of Service INMEF Emploveas
0] 01790
4 01158
D_0sE4
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RSI Schedule — Notes to Contributions (cont.)

In ihe 2014 valuation, for police, rates of retwement for each age from 50 to
70 were used. For fivefighter=, rates of retrement for each age oo 50 to 70
were used For general employvess, rates of retirernent for each age firom 55
o 7O were used Higher rates are nsed for general emplovess with 35 or
more yvears of service aged 55-539. The following 15 a sample of the
retirement rates that were wsed:
Eate of Befirenent
IMNMETF
Ame Emplovees Police Foefighters

50 0_20:00 O 1400

55 07250 0. 2500 0 2000

&0 01200 0_3300 02500

&5 0_2500 0_50:00 O 5000

70 10000 1. GO0 100

For police and firefighters, rates of disability were used to estimate the
probability of becomung disabled. The following 1= a sample of the disabality
rates that were used:

Eaie of Disabaliiy
Aze Police Fuefighters
25 0_000S LE ]
30 O Qo222 0.001d
35 0 0026 0.0035
40 O 000 Q0050
45 00065 L0 S T
50 0009 s 0100
35 00130 O.OL1L50
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