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SECTION I - OVERVIEW

The City of Newport has engaged Buck Consultants to preparé an actuarial valuation of its post-
retirement benefits program as of July 1, 2009. The City provided employee data and medical
premium information as of the valuation date. This valuation report contains information required by
the Government Accounting Standards Board’s Statement Number 45 entitled “Accounting and

Financial Reporting by Employers for Postemployment Benefits Other Than Pensions.”

The normal cost is equal to $2,426,482. The annual required contribution (ARC) totaled $9,050,275.
Total plan liabilities decreased from $142,838,552 to $125,947,132.

The purposes of the valuation are to analyze the current funded position of the City’s post-retirement
benefits program, determine the level of contributions necessary to assure sound funding and provide
reporting and disclosure information for financial statements, governmental agencies and other
interested parties. This report reflects the inclusion of the teachers in the Extended Benefit program,
Assets contributed by employees in the Extended Benefit program have been included in this
valuation, since it is oﬁr understanding that those assets are secured assets of the program and cannot

be used for other purposes.

The plan’s actuarial experience during the year resulted in an overall gain. The monthly premiums
were assumed to increase by 7%. In most cases, this year’s premium amounts did not exceed trend

expectations, resulting in a gain for liabilities. The assets also experienced a gain.

‘During the year, the plan provisions were modified. These modifications resulted in a substantial

reduction in the liabilities of the plan.
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Section 11 provides a summary of the principal valuation results. Section IV provides a projection of
funding amounts. Our valuation does not include potential Medicare Part D subsidies. If it did,

liabilities and costs would be lowered.
Daniel Sherman is an Associate of the Society of Actuaries, a Member of the American Academy of
Actuaries, and meets the Qualification Standards of the Academy to render the actuarial opinions

contained herein. This report has been prepared in accordance with all applicable Actuarial Standards

of Practice, and we are available to answer questions concerning it.

Respectfully Submitted,

Buck Consultants, LLC

) |
ﬁ 61’/(/1«4/ (. .y};,@ﬂ-ﬂ_._ / // »r/ /Z

Daniel W. Sherman, ASA, MAAA, EA Date
Director, Consulting Actuary

City of Newport
Post Retirement Medical Plan Analysis
July 1, 2009
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SECTION I — REQUIRED INFORMATION
Actuarial valuation date _ 7 July-l, 2009* July 1, 2008
Actuarial Value of Assets $ 8,486,653 4,476,103
Actuarial Accrued Liability $ 125,947,132 142,838,552
Unfunded Actuarial Liability "UAL" [¢c-b ] $ 1 I7,460,47§ 138,362,449
Funded ratio [ b/c¢ ] 6.74% 3.13%
Normal Cost for fiscal year | $ 2,426,482 2,984,419

Amortization of UAL for fiscal year
(30 years starting in fiscal year ending 2007, 4.25% increasing) $ 6,302,378 7,253,972

Interest to the middle of the fiscal year $ 321,415 376,995
Annual Required Contribution "ARC"

for fiscal year [f+g+h ] $ 9,050,275 10,615,386
Expected benefit payments $ 6,318,533 6,300,112

* Assets of $8,486,653 include $7,125,095 of City assets and $1,361,558 of School assets
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SECTION IH - MEMBERSHIP DATA AND MEDICAL PR]EM]IUMS
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Employer monthly costs are not greater than the costs of the comparable Healthmate plan. Retirees

and Beneficiaries assume the excess cost, if any.

FYE 2010 Emplover-Paid Monthly Preminms

Plan

BlueChip
" Police (post 7/1/97 retirees)*
Police (pre 7/1/97 retirees)
Fire**
AFSCME, NEA, Management, Unclassified
School
Library

Classic Blue
Police (post 7/1/97 retirces)*
Police (pre 7/1/97 retirees)
Fire**
AFSCME, NEA, Management, Unclassified
School
Library

Healthmate
Police (post 7/1/97 retirees)*
Police (pre 7/1/97 retirees)
Fire**
AFSCME, NEA, Management, Unclassified
School
Library

Plan 65
Fire
Police
School
Other

Family

$1,303.64
$1,384.98
$1,312.44
$1,303.64
$1,303.64
$1,384.98

$1,303.04
$1,583.71
$1,312.44
$1,303.64
$1,303.64
$1,583.71

$1,303.64
$1,303.64
$1,312.44
$1,303.64
$1,303.64
$1,415.04

N/A
N/A
N/A
N/A

* Reduced 5% per year for less than 20 years of service for post-7/1/2006 retirements.

#* Reduced 4% per year for less than 25 years of service for post-7/1/2006 retirements.

Individual

$ 539.71
$ 573.28
$ 543.36
$ 539.71
$ 539.71
$ 573.28

$ 539.71
$ 65545
$ 543.36
$ 539.71
$ 539.71
$ 655.45

$ 539.7
$ 539.71
§ 543.36
§ 539.71
$ 539.71
$ 585.83

§ 426.87
$ 407.57
$ 427.21
$ 407.57



00L PP Z61°g¢T 785°5T LLES TRl 090°Lo% 7T L9ty souIAEN

890°6¢ 996'%9 8L 0 840°65T 60L°L9E] €LLOL A €177 © 08-nok-se-Aed
$LL6L 81LT0T ARSI LLE'S 0ZE'86¢ 69LPER'T 086°31 0FF 9 : [EI0L
9T9°CY 93011 65T 8561 6995T 09L°L9¢°T LSELY vy 15375101 1M TV () JO UOHEZILIOWY
8F1°FE re'16 8zLET 618°C 1SR 1H1 600°L9Y €781 L6TT JS3I91UL 1L 1807 TRULION

°,S"L @ uoynquyuo)y pasmbay enuuy

6717078 190°C66°T OrE9TT $00'8T L81°019'% 887'985 VT 91+'30¢ ZLEPL . T¥N

8TOFR-  00THOT- 061°¢T- 698°Z- CETULY- £66'316'C- 665 1€~ 0£9°L- $1088VY

LLI'P06 19Z7°L61°T 0£5°6PT 718°0€ §TSTROS 182°601°LT C10°0FC 701°Z8 B0l

191°1¢y £90°6EY 0 0 FZTO0EE L0T816°61 663°1LT 0 paanay

910°¢LY 261°8GL°T DS 64T vLg0g 10£78L°T FLOLES L 91189 701°28 SAIPY
9,5 @ ANEQery poRdy

4 9z 9 I £8 €Lz ¥ 4 R Teh

¥ 9 0 0 [ 081 3 0 solreroljouag pue sy

1 r#é 9 I o €6 I 4 S2ATDY

wu_ﬁmﬁm Areaquy HieeH JOQIBH JEIWEIIAOSY ang snonetadoy ey soasojdury Jo sequuny

, [eia@asy jzemdmbyg

Bleq JedbdnIed 6007 "1 AL

(panunuoo)

SWNTATE TVIIGEA GNV VIVQA JHSYIETANTA - [ NOILIES

G a8eqd




6007 °1 AInp
SISIRUY Ul [e21P3 JUSWAIMYY 1504

podmap Jo A1
TrLELT TOE°9E] 166°496 LIOY HO1E ¥S0'1Z PIERL Uil
££6°81€°9 115678 6SECLOT LI0°ZL 869°861 E6T'T0Y 0S¥ 1021 ‘om.sem-a,%m
SLT0S0°6 £18°59¢ 0IERESE FEO9L 6£L°6TT LYETT1 FECEHE'T [e10].
SHFYES 6T EEL 699°699°7 FrEED LE¥9LY S5T°l6 TOL0°GRETT  1SSIOIII M V() JO UONEZINOY

0€8°515°T ¥8ETEL 179°TL6 069°C1 TS T60°IE FOT'LES ISQIONI 1A 1507y [BULION

%S'L, @ oynquyue) paambay [enmuy

6L 0% L1 095°€66°C 96°916°LY 769'8ET°T SEQTLIE 99¢°0¥9° 18£°166'0T v
£59°98p"8- 1L0%19- 865°19€°I- 199°911- £SO°CTE- $90°891- 665955~ sje88Y
LET°LP6°STT 1£9°£09°9 TTE8LT 6 Ay 169°L6V°E 0EF‘808°1 08L°LOSLT - el
66LTHE LS LLEISLY OLELI6'SE S1L¥%00°1 €60°€55°T 23 PEE’] 20.°078°L1 painayg
£ELH09°8E $69°¢58 1 TSI 19EE1 265°05T 265716 eFOPLY TL0°L89'6 Ay
%S, @ ANpqery panIdy
865°1 6 LSL Pl Ly 1€ SHT oL
£06 9 $1y 01 4 €1 91 SOLIBIOIAUSE PUe 55011333
569 oF e ¥ 0z 81 18 SOATIOY
8101, B AN —ao,:um UONEIISH IO AN bu.«ww SHCL m@@%@—&ﬁmﬂ JO Jeqming]
aqng anlgnd

(BB JuEdRnIEd 600C 1 AN

{penunuod)

. STANTIAEAL TYDLTEIIN QNV VLVA JdHSYIIIWEA - I NOLLJES
9 askqd



Page 7
SECTION IV - REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULFE OF FUNDING PROGRESS
Actuarial Actuarial Actuarial Unfunded | Funded Covered UAAlL asa
Valuation Date| Value of Accrued | AAL (UAAL)| Ratio Payroll Percentage
Assets Liability of Covered
(AAL) Payroll
@ (b) O-a) | @AD) © [B)-(a)(e)
July 1, 2003 $0 115,444,613 | 115,444,613 | N/A 31,696,650 364%
July 1, 2004 $0 61,575,391 61,575,391 N/A 35,435,034 174%
July 1, 2005 $0 123,721,034 | 123,721,034 | N/A 34,464,574 359%
July 1,2006 | $1,413,713 | 132,314,905 | 132,314,905 | 1.07% | 33,519,292 395%
July 1, 2007 $2,184,740 131,650,381 | 129,465,641 | 1.66% 36,112,767 359%
July 1,2008 | $4,476,103 | 142,838,552 | 138,362,449 | 3.13% | 38,914,022 356%
July 1,2000 | $8,486,653 | 125,947,132 | 117,460,479 | 6.74% | 36,366,493 323%

(22222222222 XXX AR XA N R R AL A 3 A

SECTION V - SCHEDULE OF EMPLOYER CONTRIBUTIONS

The Government Accounting Standards Board’s Statement 45 “Accounting and Financial

Reporting by Employers for Postemployment Benefits Other Than Pensions™ outlines various

requirements of a funding schedule that will amortize the unfunded actuarial liability and cover

normal costs. Amortization of the unfunded actuarial Hability is to be based on a schedule that

extends no longer than 30 years from July 1, 2006. The contribution towards the amortization of

the unfunded actuarial liability may be made in level payments or in payments increasing at the

same rate as salary increases.

In the amortization schedule shown on the following page, the amortization of the unfunded

accrued liability is assumed to increase annually by 4.25%. The normal cost increases annually

at the same rate as the ultimate medical care inflation rate (trend rate). The contributions were

computed assuming that the contribution is paid on January 1, in the middle of the fiscal year.
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SECTION V - SCHEDULE OF EMPLOYER CONTRIBUTIONS
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Assets are $8,486,653.
Fiscal Year Amortization
Ending In Normal Cost of UAL ARC Pay-As-You-Go

2010 2,515,830 6,534,445 9,050,275 6,318,533
2011 2,641,622 6,812,159 9,453,781 6,984,324
2012 2,773,703 7,101,676 9,875,379 7,569,192
2013 2,912,388 7,403,497 10,315,885 7,931,057
2014 3,058,007 7,718,146 10,776,153 8,428,920
2015 3,210,907 8,046,167 11,257,074 8,889,656
2016 3,371,452 8,388,129 11,759,581 9,305,764

2017 3,540,025 8,744,624 12,284,649 9,787,345
2018 3,717,026 9,116,271 12,833,297 10,229,483
2019 3,902,877 9,503,713 13,406,590 10,736,782
2020 4,098,021 9,907,621 14,005,642 11,269,238
2021 4,302,922 10,328,695 14,631,617 11,828,100
2022 4,518,068 10,767,665 15,285,733 12,414,677
2023 4,743,971 11,225,291 15,969,262 13,030,344
2024 4,981,170 11,702,366 16,683,536 13,676,542
2025 5,230,229 12,199,717 17,429,946 14,354,787
2026 5,491,740 12,718,205 18,209,945 15,066,667
2027 5,766,327 13,258,729 19,025,056 15,813,851
2028 6,054,643 13,822,225 19,876,868 16,598,088
2029 6,357,375 14,409,670 20,767,045 17,421,218
2030 6,675,244 15,022,081 21,697,325 18,285,168
2031 7,009,006 15,660,519 22,669,525 19,191,962
2032 7,359,456 16,326,091 23,685,547 20,143,727
2033 7,727,429 17,019,950 24,747,379 21,142,691
2034 8,113,800 17,743,298 25,857,098 22,191,195
2035 8,519,490 18,497,388 27,016,878 23,291,697
2036 8,945,465 19,283,527 28,228,992 24,446,775
2037 9,392,738 - 9,392,738 25,659,135
2038 9,862,375 - 9,862,375 26,931,618
2039 10,355,494 - 10,355,494 28,267,206
2040 10,873,269 - 10,873,269 29,669,029
2041 11,416,932 - 11,416,932 31,140,370
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SECTION V.a2. —~ SCHEDULE OF CITY EMPLOYER CONTRIBUTIONS

Fiscal Year
Ending In
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
- 2040
2041

POPPOIPIFPISESBIIIOICTHIIFIIFETHIITHLGLEBETRLLBE TR 2

City of Newport

Normal Cost

1,543,189
1,620,349
1,701,366
1,786,434
1,875,755
1,969,542
2,068,019
2,171,420
2,279,991
2,393,990
2,513,690
2,639,374
2,771,343
2,909,910
3,055,406
3,208,177
3,368,585
3,537,014
3,713,864
3,899,557
4,094,535
4,299,262
4,514,225
4,739,936
4,976,932
5,225,779
5,487,068
5,761,421
6,049,492
6,351,067
6,669,566
7,003,044

Post Retirement Medical Plan Analysis

July 1, 2009

Assets are $7,125,095.

Amortization

of UAL
3,868,776
4,033,199
4,204,610
4,383,306
4,569,597
4,763,805
4,966,267
5,177,333
5,397,370
5,626,759
5,865,896
6,115,197
6,375,093
6,646,035
6,928,492
7,222,953
7,529,929
7,849,951
8,183,574
8,531,376
8,893,960
9,271,953
9,666,011
10,076,817
10,505,082
10,951,548
11,416,989

Total
City ARC Pay-As-You-Go
5,411,965 3,645,174
5,653,548 4,048,168
5,905,976 4,409,365
6,169,740 4,668,577
6,445,352 5,014,102
6,733,347 5,332,355
7,034,286 5,610,130
7,348,753 5,937,993
7,677,361 6,192,890
8,020,749 6,500,007
8,379,586 6,822,354
8,754,571 7,160,687
9,146,436 7,515,798
9,555,945 7,888,520
9,983,898 8,279,727
10,431,130 8,690,333
10,898,514 9,121,303
11,386,965 9,573,645
11,897,438 10,048,419
12,430,933 10,546,739
12,988,495 11,069,771
13,571,215 11,618,741
14,180,236 12,194,935
14,816,753 12,799,704
15,482,014 13,434,465
16,177,327 14,100,705
16,904,057 14,799,984
5,761,421 15,533,942
6,049,492 16,304,299
6,351,967 17,112,859
6,669,566 17,961,517
7,003,044 18,852,261
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SECTION V.b. — SCHEDULE OF SCHOOL EMPLOYER CONTRIBUTIONS

Fiscal

Year

Ending In

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041

City of Newport
Post Retirement Medical Plan Analysis

July 1, 2009

Normal Cost

972,641
1,021,273
1,072,337
1,125,954
1,182,252
1,241,365
1,303,433
1,368,605
1,437,035
1,508,887
1,584,331
1,663,548
1,746,725
1,834,061
1,925,764
2,022,052
2,123,155
2,229,313
2,340,779
2,457,818
2,580,709
2,709,744
2,845,231
2,987,493
3,136,868
3,293,711
3,458,397
3,631,317
3,812,883
4,003,527
4,203,703
4,413,888

Assets are $1,361,558.

Amortization
of UAL
2,665,669
2,778,960
2,897,066
3,020,191
3,148,549
3,282,362
3,421,862
3,567,291
3,718,901
3,876,954
4,041,725
4,213,498
4,392,572
4,579,256
4,773,874
4,976,764
5,188,276
15,408,778
5,638,651
5,878,294
6,128,121
6,388,566
6,660,080
6,943,133
7,238,216
7,545,840
7,866,538

Total

School ARC

3,638,310
3,800,233
3,969,403
4,146,145
4,330,801
4,523,727
4,725,295
4,935,896
5,155,936
5,385,841
5,626,056
5,877,046
6,139,297
6,413,317
6,699,638
6,998,816
7,311,431
7,638,091
7,979,430
8,336,112
8,708,830
9,098,310
9,505,311
9,930,626
10,375,084
10,839,551
11,324,935
3,631,317
3,812,883
4,003,527
4,203,703
4,413,888

Pay-As-You-Go
2,673,359
2,936,156
3,159,827
3,262,480
3,414,818
3,557,301
3,695,634
3,849,352
4,036,593
4,236,775
4,446,834
4,667,413
4,898,879
5,141,823
5,396,816
5,664,454
5,945,364
6,240,200
6,549,669
6,874,479
7,215,397
7,573,222
7,948,791
8,342,986
8,756,730
9,190,993
9,646,791

10,125,193
10,627,319
11,154,347
11,707,512
12,288,109
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SCHEDULE A - ACTUARIAL ASSUMPTIONS AND METHODS

CITY OF NEWPORT, ALL GROUPS

Interest
Actuarial Cost Method.

Medical Care Inflation:

Amortization period.

Age Differences:

Medical Plan Cosis:

Age-based Morbidity:

City of Newport
Post Retirement Medical Plan Analysis
July 1, 2009

7.5% per year, net of investment expenses

Projected Unit Credit

Infiation
Year Rate
2009 - 7.0%
2010 6.0

2011 and beyond 5.0

Closed basis: the amortization period is a specific number of years
that is counted from one date, declining to zero over time.

Husbands are assumed to be 3 years older than wives.

For participants not in the Extended Benefit Plan, the estimated
net per capita incurred claim costs for 2009-10 at age 64 and 65
are  $9,797 and $5,076, respectively. Medicare eligible
employees® per capita claims cost is $3,852 at age 65. It is
assumed that future retirees are Medicare eligible. Per capita costs
were developed from the City developed monthly costs. For
participants in the Extended Benefit Plan, the estimated net per
capita incurred claim costs for 2009-10 at age 64 and 65 are
$9,898 and $6,2438, respectively.

Per capita costs are adjusted to reflect expected cost increases
related to age. The increase in the net incurred claims was
assumed to be:

Annual Increase

Age Retiree
49 and below 2.6%
50-54 3.2%
55-59 3.4%
60-64 © 3.7%
65-69 3.2%
70-74 2.4%
75-79 1.8%
80 and over 0.0%



Mortality
a. Healthy Members

b. Disabled Members

 Disability

Withdrawal

Retirement

Retivemnent Eligibility

City of Newport

Page 12

CITY OF NEWPORT, FIRE

Actuarial Methods and Assumptions

The RP-2000 Mortality Table

The 1985 Wyatt Pension Disability Table (unise}i rates)

The 1985 Wyatt Pension Disability Table (unisex rates), 100%
of disabilities are assumed to be non-service related,

Rates of withdrawal are based on an employee’s length of
service, as follows:

Years of Service Withdrawal Rate
less than 1 _ 3.00 %
t : 225
2 2.00
3 1.75
4 1.50
5 1.25
6 1.00
7 0.75
8 0.50
9 0.25
10 or more 0.00
Years of Service Probability of Retirement
25 40 %
26-34 20 %
35 or more 100 %

25 years from hire date for those with 10 or more years of
vesting service

Post Retirement Medical Plan Analysis

July 1, 2009
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CITY OF NEWPORT, POLICE

Actuarial Methods and Assumptions

Moriality
a. Healthy Members

b. Disabled Members

Disability

Withdrawal

Retirement

Retirement Eligibility

City of Newport
Post Retirement Medical Plan Analysis

July 1, 2009

The RP-2000 Mortality Table

The 1985 Wyatt Pension Disability Table (unisex rates)

The 1985 Wyatt Pension Disability Table (unisex rates). 100%
of disabilities are assumed to be non-service related.

Rates of withdrawal are based on an employee’s length of
service, as follows:

Years of Service Withdrawal Rate
less than 1 3.00 %
1 225
2 2.00
3 1.75
4 1.50
5 1.25
6 1.00
7 0.75
8 0.50
9 0.25
10 or more 0.00
Years of Service Probability of Retirement
20 20 %
21-24 10 %
25 40 %
26-34 20 %
35 or more . 100 %

20 years from hire date for those with 10 or more yearé of
vesting service
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- CITY OF NEWPORT, TEACHERS
o Actuarial Methods and Assumptions
o Mool
- dortality
4 a. Healthy Members The RP2000 Mortality Table
[
o b. Disabled Members PBGC Table Va for disabled males and females
’ cligible for Social Security disability benefits
g Disability
e
P Ordinary  Disability | Accidental Disability
- Age Male Female Male Female
b 25 15% 15% 08% 08%
'[ 30 18 18 10 10
e 35 24 24 13 A3
pi 40 36 36 .19 19
- 45 29 29 32 32
50 - 99 99 .54 54
L 55 1.65 1.65 .89 .89
- 60 | 230 2.30 1.24 1.24
65 0.00 0.00 0.00 0.00
v Withdrawal' Retirement Age
L
; Age Male Female Age Male Female
” 20 20.00% 20.00% 45 10.00% 5.00%
g 25 20.00 20.00 50 16.00 12.00
P 30 12.00 14.00 55 26.00 22.00
“» 35 8.00 11.30 60 40.00 35.00
’ 40 6.50 8.60 62 25.00 25.00
L 45 5.80 6.00 65 25.00 35.00
» 50 5.40 5.00 i 70 100.00 100.00
- 55 0.00 0.00
i Retirement Eligibility Earlier of age 58 with 10 years of service or
L 30 years of service for those with 10 or more
» years of vesting service as of July 1, 2005,
' otherwise age 59 with 29 years of service or
- age 65 with 10 years of service.
»
»
@ Vincreased during first 5 years of service
o City of Newport
: Post Retirement Medical Plan Analysis
> July 1, 2009 :
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CITY OF NEWPORT, GENERAL EMPLOYEES
Actuarial Methods and Assumptions
Mortality
a. Healthy Members The RP2000 Mortality Table
b. Disabled Members PBGC Table Va for disabled males and females
eligible for Social Security disability benefits
~ Disability
Ordinary  Disability | Accidental Disability
Age Male Female Male Female

25 25% 36% .20% .09%
30 30 44 25 A1
35 41 .60 34 A5
40 61 .88 .50 22
45 99 1.44 81 36
50 1.68 2.44 1.37 61
55 2.78 4.04 2.27 1.01
60 3.88. 5.64 3.17 1.41
65 0.00 0.00 0.00 0.00

Withdrawal’ Retirement Age

Age Male Female Age Male Female

20 4.14% 4.14% 45 10.00% 10.00%
25 3.15 3.15 50 15.00 10.00
30 2.52 2.52 55 15.00 15.00
35 2.10 2.10 60 25.00 20.00
40 1.95 1.95 62 25.00 30.00
45 1.73 1.73 65 25.00 30.00
50 1.44 1.44 70 100.00 160.00
55 0.00 - 0.00

Retirement Eligibility Earlier of age 58 with 10 years of service or
‘ 30 years of service.

2 Increased during first 10 years of service

City of Newport
Post Retirement Medical Plan Analysis
Julv 1, 2009
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SCHEDULE B - SUMMARY OF PROGRAM PROVISIONS

All

Participants who retire with a disability are treated as regular retirees - they stay in their chosen
plan until age 65.

When a retiree is not Medicare eligible and has a grandfathered benefit, the retiree will remain
in his current medical plan when reaching age 65.

City retirees and their spouses who are Medicare cligible are put into Plan 65 at age 65 unless
they have been grandfathered in under different provisions. AFSCME employees that retire
after June 1, 2009 will not be eligible for Plan 65.

Members with buy-back options are valued with the full benefit.
The School’s cost will be no more than the cost of the Healthmate Plan 200,

Police

Employees are vested after 10 years and eligible for retirement after 20 years of service. Retired
police, with at least 10 years of service, receive $25,000 in retiree life insurance.

Pre-7/1/1997 retirees may select from Classic Blue, Healthmate Plan 200, Bluechip, or Plan 635.
Post-7/1/1997 retirees may select Classic Blue-HM Base, Healthmate 200 up to age 65, and
Plan 65 after attaining age 65. For post-7/1/1997 retirees with less than 20 years of service, the
city contribution is reduced 5% per year of service less than 20. :

Fire

Employees are vested after 10 years and eligible for retirement after 25 years of service.
Retirees may select from Classic Blue, Healthmate Traditional, Bluechip, or Plan 65. For
retirees with less than 25 years of service, the city contribution is reduced 4% per yeat of
service less than 25.

Teachers

Employees are vested after 10 years of service, if termination occurs after attaining age 58, or
30 years of service regardless of age. Retirees may sclect from Classic Blue, Healthmate
Traditional, Bluechip, or Plan 65. At age 65, teachers who are in the Extended Benefit Plan are
cligible for Plan 65, whether eligible for Medicare or not. . -

At age 65, non-teachers enter Plan 65 unless they are grandfathered in another medical plan or
are Medicare ineligible. Medicare ineligible participants remain in the medical plan they chose
as actives.

City of Newport
Post Retirement Medical Plan Analysis
Tuly 1. 2009
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SCHEDULE B - SUMMARY OF PROGRAM PROVISIONS
Retiree Coverage
Teachers who opt-out of the Extended Benefit Plan are treated like general municipal
employees for purposes of this valuation and are covered until age 65. No member hired on or
after July 1, 2008 is eligible for the Extended Benefit Pian.

NEA employees are not eligible for benetits upon reaching age 635.

Muiticipal AFSCME retirees who retire after June 1, 2009 are not eligible for health coverage

after age 65,

Employee Contributions
Retirees pay a variable portion of their post-retirement medical costs, which varies by plan.
In addition, we use the following assumptions for active employees:

School

AFSCME employees in the Extended Benefit Plan have a share of 5% of the cost of
coverage (AFSCME employees without Extended Benefits do not pay this 5% cost). In
addition, they must pay the following cost share percentages, depending on the following
conditions: :

7%  Retired prior to July 1, 2009
10%  Retired on or after July 1, 2009
15%  Hired on or after July 1, 2008

Teachers with Extended Benefits have a 20% cost share. Teachers without Extended
Benefits pay 15% of costs.

School administrators pay a 12.5% cost share.

City

Uniformed police with at least 25 years of service as of January 1, 2007 do not pay any cost
share. Uniformed police that retired prior to July 1, 2009 and had at least 20 years of service
as of January 1, 2007 do not pay any cost share. All other uniformed, police are assumed to
pay 1% of their pension (with annual COLA increases).

Fire employees that retire after August 26, 2007 pay a cost share equal to 1% of their
pension (with annual COLA increases). Those retired on or before August 26, 2007 do not

incur a cost.

City of Newport
Post Retirement Medical Plan Analysis
July 1, 2009
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SCHEDULE B - SUMMARY OF PROGRAM PROVISIONS

Municipal AFSCME retirees who retire after July 1, 2009 will pay 3% of the premium as a cost
share. Those retired on or before July 1, 2009 do not incur a cost.

NEA Municipal employees who retire after June 1, 2009 will pay 3% of the premium as a cost
share. Thosc_ retired on or before June 1, 2009 do not incur a cost.

Non-union Municipal Supervisory employees who retire after July 1, 2004 pay 10% of the cost
share. Those retired on or before July 1, 2004 do not incur a cost.

City of Newport
Post Retitement Medical Plan Analysis

July 1, 2009
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SCHEDULE C - GLOSSARY OF TERMS

Actuarial accrued liability

That portion, as determined by a particular Actuarial Cost Method, of the Actuarial Present Value of OPEB
benefits and expenses which is not provided for by future Normal Costs and therefore is the value of benefits
already earned.

Actuarial assumptions

Assumptions as to the occurrence of future events affecting OPEB costs, such as: mortality, withdrawal,
disablement and retirement; changes in compensation and Government provided OPEB benefits; rates of
investment earnings and asset appreciation or depreciation; procedures used to determine the Actuarial Value of
Assets; characteristics of future entrants for Open Group Actuarial Cost Methods; and other relevant items.

Actuarial cost method

A procedure for determining the Actuarial Present Value of OPEB benefits and expenses and for developing an
actuarially equivalent allocation of such value to time periods, usually in the form of a Normal Cost and an
Actuarial Accrued Liability.

Actuarial experience gain or loss

A measure of the difference between actual experience and that expected based upon a set of Actuarial
Assumptions, during the period between two Actuarial Valuation dates, as determined in-accordance with a
particular Actuarial Cost Method.

Amortization (of unfunded acinarial accrued liability)
That portion of the OPEB plan contribution which is designed to pay interest on and to amortize the Unfunded
Actuarial Accrued Liability or the Unfunded Frozen Actuarial Accrued Liability.

Annual OPEB cost
An accrual-basis measure of the periodic cost of an employer’s participation in a defined benefit OPEB plan.

Annual required contributions of the employer (ARC)

The employer’s periodic expense to a defined benefit OPEB plan, calculated in accordance with the parameters. It
is the value of the cash contributions for a funded plan and the value of the expense entry in the profit and loss
section of the financial statements.

Closed amortization period (closed basis)

A specific number of years that is counted from one date and, therefore, declines to zero with the passage of time,
For example, if the amortization period initially is thirty years on a closed basis, twenty-nine years remain after the
first year, twenty-eight years after the second year, and so forth. In contrast, an open amortization period (open
basis) is one that begins again or is recalculated at each actuarial valuation date. Within a maximum number of
years specified by law or policy (for example, thirty years), the period may increase, decrease, or remain stable.

Covered payroll

Annual compensation paid to active employees covered by an OPEB plan. If employees also are covered by a
pension plan, the covered payroll should include all elements included in compensation on which contributions to
the pension plan are based. For example, if pension contributions are calculated on base pay including overtime,
covered payroll includes overtime compensation,

Defined benefit OPER plan .

An OPEB plan having terms that specify the benefits to be provided at or after separation from employment. The
benefits may be specified in dollars (for example, a flat dollar payment or an amount based on one or more factors
such as age, years of service, and compensation), or as a type or level of coverage (for example, prescription drugs
or a percentage of healthcare insurance premiums).

City of Newport
Post Retirement Medical Plan Analysis
Tuly 1, 2009
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SCHEDULE C - GLOSSARY OF TERMS

Funded ratio
The actuarial value of assets expressed as a percentage of the actuarial accrued liability.

Funding policy
The program for the amounts and timing of contributions to be made by plan members, employer(s), and other
contributing entities {for example, state government contributions to a local government plan) to provide the

benefits specified by an OPEB plan.

Healtheare cost trend rate .
The rate of change in per capita health claims costs over time as a result of factors such as medical inflation,

utilization of healthcare services, plan design, and technological developments.

Investment return assumption (discount rate)
The rate used to adjust a series of future payments to reflect the time value of money.

Level doilar amertization method

The amount to be amortized is divided into equal dollar amounts to be paid over a given number of years; part of
gach payment is interest and part is principal (similar to a mortgage payment on a building). Because payroll can be
expected to increase as a result of inflation, level dollar payments generally represent a decreasing percentage of
payroll; in dollars adjusted for inflation, the payments can be expected to decrease over time.

Level percentage of projected payroll amortization method

Amortization payments are calculated so that they are a constant percentage of the projected payroll of active plan
members over a given number of years. The dollar amount of the payments generally will increase over time as
payroll increases due to inflation; in dollars adjusted for inflation, the payments can be expected to remain level.

Net OPEB obligation
The cumulative difference since the effective date of this Statement between annual OPEB cost and the employer’s

conttibutions to the plan, including the OPEB liability (asset) at transition, if any, and excluding (a) short-term
differences and (b) unpaid contributions that have been converted to OPEB-related debt. It will be included as a
balance sheet entry on the financial statements.

Normal cost
That portion of the Actuarial Present Value of OPEB benefits and expenses which is allocated to a valuation year
by the Actuarial Cost Method. 1t is the value of benefits to be accrued in the valuation year by active employees.

OPEB-related debt

All Tong-term liabilities of an employer to an OPEB plan, the payment of which is not included in the annual
required contributions of a sole or agent employer (ARC) or the actuarially determined required contributions of a
cost-sharing employer. Payments generally are made in accordance with installment contracts that usuatly include
interest. Examples include contractuaily deferred contributions and amounts assessed to an employer upon joining

a multiple-employer plan.

Other postempioyment benefifs

Postemployment benefits other than pension benefits. Other postemployment benefits (OPEB) include
postemployment healthcare benefits, regardiess of the type of plan that provides them, and all postemployment
benefits provided separately from a pension plan, excluding benefits defined as termination offers and benefits.

Pay-as-you-go
A method of financing a OPEB plan under which the contributions to the plan are generally made at about the
same time and in about the same amount as benefit payments and expenses becoming due.

Required suppleméntary information (RSI)
Schedules, statistical data, and other information that are an essential part of financial reporting and should be
presented with, but ate not part of, the basic financial statements of a governmental entity.

City of Newport
Post Retirement Medical Plan Analysis
Tuly 1, 2009



