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Current Benefits (Advance Funding at 7% Discount Rate)

Current Benefits (No Advance Funding at 3.5% Discount Rate)

Terminate Benefits at Age 65 (Advance Funding at 7% Discount Rate)

Eliminate Prescription Drugs at Age 65 (Advance Funding at 7% Discount Rate)

Move to PPO Catastrophic Plan at Age 65 (Advance Funding at 7% Discount Rate)

Increase Dependent Contribution from 30% to 40% (Advance Funding at 7% Discount Rate)
Increase Retiree Contribution $100 per Month {Advance Funding at 7% Discount Rate)
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Executive Summary

We started with two base projections to illustrate the two funding options (e.g., pay-as-you-
go and advanced funding) using discount rates that you provided to us. Aswe discussed
previously, if the city continues with the pay-as-you-go approach, it is limited to using the
rate of return that you expect on all unrestricted city assets. You have indicated to us thata
3.5% discount rate is appropriate. If the city moves to pre-funding the retiree’s benefits, a
reasonable long-term rate on corporate investments can be used. While you have asked us
to illustrate the effect of three different discount rates (i.e., 7%, 8% and 9%), we have used
7% as the base projection for advanced funding.

The tables below set forth the key results of our analysis.

Expected expenditures (millions) Fiscal 2005  Fiscal 2029 25 Years

Claims and expenses for retirees $5.7 $40.8 $486.6
Retiree contributions 1.7 4.7 73.1
Net cost to City (pay-as-you-go) 4.0 36.1 413.5
Net OPEB cost "~ Tiscal2005  Fiscal 2029 25 Years
Assuming pay-as-you-go funding  $36.2 $42.3 $1,016.7
Assuming advance funding 19.6 18.5 470.6

The net OPEB cost is the amount that Statement 45 of the Governmental Accounting
Standards Board (GASB) would require the City to recognize as an expense/expenditure in
its June 30, 2006 financial statement for the provision of post-employment medical,
dental and life insurance benefits, if the City were to comply with Statement 45 for this
fiscal year. Our determination of the OPEB cost is described in detail under the heading

“Approach.”

The pay-as-you-go funding scenario produces larger OPEB costs because Statement 45
allows the use of a higher discount rate when plans are advance funded. See “Detailed

Review” for more information.

In its RFP, the City requested an analysis of several proposed changes to the plan. The
-tables below set forth the key results of our analysis based on advanced funding, using a 7%

discount rate. Please keep in mind that each scenario assumes only that change.

Combining the changes would produce additional savings; however, the additional savings

are not necessarily additive.
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Net Cost to City (millions) Fiscal 2005  Fiscal 2029 25 Years

Current Plan (pay-as-you-go) $4.0 36.1 413.5

1(a). Terminate Benefits at Age 65 3.2 3.9 100.1
(20%) (89%) (76%)

1{b). Eliminate Prescription Drug 3.3 17.9 241.5
Coverage at Age 65 (16%}) (50%) (42%)

1(c) Move to PPO Catastrophic 3.8 325 3802
Plan at Age 65 {4%) (10%) {8%)

. 2. Increase Dependent Contribution 3.8 35.2 401.9
to 40% from 30% (4%) (2%) (3%)

3. Increase Retiree Contribution 3.3 30.3 347.8
$100 per month (17%) (16%) (16%)

Net OPEB Cost (advance funding)  Fiscal 2005  Fiscal 2029 25 Years

Current Plan $19.6 18.5 470.6

1(a). Terminate Benefits at Age 65 34 3.7 88.6
(83%) {80%) (81%)

1(b). Eliminate Prescription Drug 10.5 10.3 257.2
Coverage at Age 65 (46%) {44%) (45%)

1(c) Move to PPO Catastrophic 17.7 16.8 427.5
Plan at Age 65 (9%) (9%) (9%)

2. Increase Dependent Contribution 19.0 18.0 458.2
to 40% from 30% (3% - (3%) {3%)

3. Increase Retiree Contribution 16.5 15.6 3974
$100 per month (16%) (16%) (16%)

Detailed Review

The cost calculations illustrated in this report:
1. Include projected claims, fees and expenses allocated to post-retirement medical

benefits.
. Do not include costs for active employees until after their expected retirement.

2
3. Do not include costs for new hires.
4. Do not include costs for dental, vision, disability, employee assistance, pensions

or any other benefits,
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We have prepared projections under six benefit/contribution options:
Current benefits and retiree contributions

All benefits are eliminated at age 65 for retirees

Prescription drug benefits are eliminated at age 65 for retirces

At age 65, retirees are required to move to the PPO Catastrophic plan
Increase dependent contributions from 30% to 40%

Increase retiree contributions $100 per month

S G W

For each of those benefit/contribution options, we have run the projections under four
different discount rates (3.5%, 7%, 8%, and 9%). A summary of the first fiscal year results
under all of the different scenarios is provided in the first projection exhibit at the end of

this report.

Our projections illustrate expected benefits, plan expenses, retiree contributions, city
costs, projected net present values, and OPEB Costs under the three primary actuarial cost

methods permitted by Statement 45.

All of our projections are based on assumptions with regard to the survival of plan
members, the average per-capita claim costs, and so forth. Those assumptions are
disclosed in the appendices attached to this report. One of the most important
assumptions is the discount rate, which is used by the model to compute the present
value of future post-retirement benefits. The higher the discount rate, the lower the
present values, and therefore the OPEB cost. :

GASB 45 stipulates that the selection of the discount rate be determined, in part, on
whether the plan benefits are funded in advance. If the employer contributions are at least
as great as the OPEB cost for the year, and if they are deposited in an irrevocable trust for
the exclusive purpose of paying post-retirement health benefits, the guidance states that
the discount rate may be a reasonable long-term rate on the expected investments in that
trust. If the employer does not utilize a trust, the City is limited to using the rate of return
expected on all unrestricted employer assets. If the employer uses a trust, but funds at a
level below the OPEB cost, then a blended rate may be used.

At the request of the City, we have provided several discount rate scenarios to illustrate
the impact of the discount rate on the costs. Note that additional funding for active
employee benefits will still be required and is not illustrated in this report.

Assumption Changes

We have made several changes to our assumptions from our draft report dated April 9,
2006,

The changes are summarized as follows:
1. With input from the City and because of the effect of the change in administrators
on the historical claim trends, we lowered the trend assumption for the self-funded
PPO plans from 18.5% in 2006 to 15%. The assumption still decreases to 7%. For
the fully insured HMO plan, we lowered the first year trend to 15.65% to reflect the
benefit changes that will be effective July 1, 2006.
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2. Based on further discussions with Human Resources, we have changed the first
year expense inflation assumption to 0%, since the City did not realize any
increases in TPA fees or network access fees for the fiscal year beginning July 1,

2006.
3. We have increased the 2005 per-capita claim costs for the self-funded PPO plans to

reflect the increased claims due to the increase in the stop-loss deductible.

4. We have reflected the planned change in retiree-only contributions for the High
PPO plan to increase to $30 per month starting July 1, 2007 and to $40 per month
starting July 1, 2008,

5. We have assumed that current employees will stay in the plan that they are
currently in when they reach retirement.

The change in retiree-only contributions (#4) is based on plan changes that are scheduled
to take place in the future. Please keep in mind that in order to reflect plan changes in a
valuation for GASB 43 and 45 purposes, the changes must have actually been made to the
plan and communicated to the employees and retirees. Since the purpose of this reportis
to illustrate the effects of GASB 43 and 45 on the City and to be used as a planning tool, we
have reflected all of the planned changes whether or no they have been implemented.
Until these changes have been implemented and communicated, our calculations may
not be used in the City’s financial statement.

Background

The City maintains three self-funded PPO medical plans and one fully insured HMO plan
covering current and retired employees and their dependents. To be eligible for City-
subsidized coverage, retired employees must meet the following eligibility requirements:

¢ Retire in good standing;

» Have a minimum of ten years of service with the City, or effective July 1, 2004, has
been a City elected official for eight consecutive years;

¢ Beenrolled in one of the City’s health plans;

« Must be receiving retirement benefits from one of the city-sponsored state
retirement programs; and

o Effective for employees retiring on or after July 21, 1997, are not currently working
for the City in a full or part-time budgeted position.

For the health plan, enrollees may choose between one of the following options:

» High Option PPO - No in-network deductible, a $500 in-network annual out-of-
pocket maximum, and 100% coverage for most in-network benefits after a copay
for some benefits, '

¢ Low Option PPO - $200 in-network deductible, a $1,000 in-network annual out-of-
pocket maximum, and 90% coverage for most in-network benefits after a copay for
some benefits.

» Catastrophic Option PPO - $1,000 in-network deductible, a $3,500 in-network
annual out-of-pocket maximum, and 90% coverage for most in-network benefits
after a copay for some benefits.

o« HMO
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The employee’s contribution rate depends on the health plan chosen and the dependents
covered. The retiree’s contribution rate also depends on whether the retiree or spouse is
over.age 65. In addition, the City receives a subsidy from the State of Arizona for each
retiree covered under the medical plan, which varies based on the dependents covered

and whether the retlree or spouse is over age 65.

Approach and Methodology

Our general approach is to apply assumed retirement probabilities and survivorship factors
to the current profile of covered members, along with projected medical claims costs and
expenses, to estimate total medical benefits and expenses paid on behalf of current and
future retirees and their dependents for each of the next 25 fiscal years (July 2005 through

June 2029).

Our projections are based on employee and retiree census information, claim histories for
the self-funded medical plans, enrollment summaries, contribution tables, and expense
reports that were provided by the City. We have reviewed the data for reasonableness, but
have not audited it. To the extent that there are material inaccuracies in the data, our results

are accordingly affected.

The City provided us with a current census of active and retired employees, including age,
current plan elected, and dependent status. The data was taken as of March 1, 2006,
Because the census was taken after the start of the projections, we have assumed that
anyone hired after 7/1/05 has a hire date of 6/30/05. As of the start of our projection, there
are 1,545 full-time permanent employees and 523 retirees that are currently receiving
medical benefits. We excluded 68 active employees and 32 retirees that are not enrolled in

one of the medical plans.

We were also given claim histories and enrollment summaries separately for the self-funded
PPO plans from January 2004 through December 2005. From this data, we were able to
calculate benefit-adjusted claim costs per employee for each month in the data. The
average claim costs for the fiscal year beginning July 1, 2005 are illustrated in Appendix A.
To develop the total expected claims for each year in the projection, we adjusted these
values for medical trend and for the risk factors for each covered family (see Appendix B).

Our assumptions regarding employee turnover due to termination, death, and permanent
disability are shown in Appendix B for selected ages. Those assumptions are age-specific and
were derived from industry data and adjusted to be consistent with actual City experience,

We were also provided with expense records, from which we calculated the expected
administrative expenses for the self-funded plans. We included the following expenses,
which are shown in Appendix A, in our projections:

Medical TPA fees

Network access fees

Case management fees

Pharmacy benefit management administration and dispensing fees

Medical stop loss coverage premiums
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Retiree contribution tables for the fiscal year beginning July 1, 2005 were provided by the
City, and utilized by us to project the retiree costs for the 25-year period. We assumed that
the retiree contributions would rise at the same rate as the City cost. The City also provided
the state subsidy for each retiree, from which we calculated the average subsidy per retiree
(under and over 65) and per spouse. Based on guidance from the City, we assumed that the
subsidy received from the state will remain level. For the purposes of this study we have
assumed that the state subsidy can be recognized as a cost reduction. Based on the
proposed guidance from the GASB regarding Medicare Part D, we believe it would be
prudent to look further into this issue for the next valuation for the City.

Our actuarial model computes a present value of all future net costs (after recognition of
retiree contributions), and allocates a portion of that present value to the current fiscal
year, The methodology of that allocation is called an “Actuarial Cost Method.” GASB 45
allows the employer a choice between six different cost methods. The three primary
methods are known as “Projected Unit Credit,” “Entry Age Normal,” and “Aggregate.” The
other three methods are variations of the primary methods, and do not produce different
results in the first year of application.

To assist the City in selecting the most appropriate method, we have projected OPEB costs
under all three primary methods through fiscal 2029. Of the three, the Entry Age Normal
(EAN) method produces a uniformly lower OPEB cost than the other two. For this reason,
we presume that the City would prefer that method.

For current employees, the EAN method spreads the present value of future retirement
benefits (PVB) as a level percentage of salary from the employee’s date of hire to his/her
expected retirement date, For this calculation, we have assumed that salaries have and
will increase at the rate of 3% per year. The portion of the PVB attributable to the current
fiscal year is called the “Normal Cost” (NC}. The portion attributable to service prior to the
current fiscal year is called the “Actuarial Accrued Liability” (AAL).

For current retirees, we do not spread the PVB over the working career, Instead, the entire
PVB is allocated to service prior to the current fiscal year, and is therefore included in the

AAL.

For the current fiscal year, the OPEB cost is equal to the Normal Cost plus a 30-year
amortization of the Actuarial Accrued Liability, adjusted with interest to the end of the
fiscal year at the discount rate. The amortization of the AAL is calculated as a level
percentage of payroll that is assumed to increase 3% per year.

Medicare Modernization Act

We are aware that the City has applied for a CMS subsidy for retirees who do not enroll in
Medicare Part D. The GASB has issued proposed guidance on how to reflect the impact of
payments from the federal government pursuant to the Medicare Modernization Act. It
has been proposed that a Medicare Part D payment to an employer is a voluntary
exchange transaction between the federal government and the employer. The GASB
further proposes that “an OPEB plan should apply the measurement requirements of
Statement 43 to determine the actuarial accrued liabilities, the ARC, and the annual OPEB

cost without reduction for Medicare Part D payments.”
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While the guidance is not final yet, we have followed the guidance and have not reflected
the expected Part D payments in our analysis.

Notes to the Financial Statements

Once the City elects to comply with Statement 45, certain disclosures regarding the plan
and its funding status must be included as footnotes to the financial statement. Those
disclosures are described in paragraphs 24 through 26 of Statement 45. Appendix C
contains the actuarial elements of those disclosures that may be derived from our report.
Please note that the June 30, 2006 statement, if it were to comply with GASB 45, would
need additional disclosures not contained in this report, such as employer contributions
for the year, value of assets and the net OPEB obligation at year-end.

Summary of Results

We projected total plan costs, city contributions, and retiree contributions under the
current plan, as well as several different options designed to help reduce the burden of
GASB 45. A summary exhibit is attached showing the first fiscal year ARC and projected
GASB net present value for each of the benefit/contribution options and discount rates.
In addition, detailed exhibits illustrating our calculations for all options under the 7%
discount rate are attached, as well as the current benefits/contributions under the 3.5%
discount rate. Detailed exhibits for the other discount rate scenarios are readily available

at the request of the City.

It should be noted that actual plan costs, city costs, and retiree costs will depend on future
economic conditions (for example, inflation, employee turnover and city growth). Our
projections are intended to be a decision-making tool for the City management, and not
predictions of future results. To the extent that those conditions vary from our projection
assumptions, actual future results will accordingly differ.
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"Sum_mary of Results
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Exhibit |

25-Year Projection of Post-retirement Health Costs
for Current Retirees and Dependents

Expected Average  Average Annual Average Annual  Projected Projected Projected
Fiscal Year  Refirees at  Annual Cost Contribution per Sponsor Cost  Claims and Retiree Sponsor Pay-As-
Beginning  Year-End  per Refiree Retires per Retirée Expenses Contribution  You-Go Cost

2005 515 10,871 3,236 7,635 5,643,039 1,679,598 3,963,441
2006 507 12,422 3,428 8,994 6,347,666 1,751,605 4,596,060
2007 498 14,017 3,585 10,422 7,040,665 1,805,598 5,235,067
2008 488 15,583 3,728 11,857 7,682,580 1,836,887 5,845,693
2009 478 17,194 3,844 13,349 8,306,809 1,857,305 6,449,505
2010 487 18,727 3,928 14,799 8,851,257 1,856,715 6,994,542
2011 456 20,048 4,018 16,030 9,253,675 1,854,811 7,398,864
2012 444 21,216 4,079 17,136 9,545,018 1,835,256 7,709,762
2013 431 22,306 4,161 18,145 9,762,986 1,821,055 7,941,931
2014 418 23,430 4,255 19,175 9,955,596 1,808,048 8,147,549
2015 405 24,743 4,376 20,367 10,184,815 1,801,097 8,383,718
2016 391 26,392 4,505 21,888 10,500,162 1,792,144 8,708,018
2017 - 376 28,253 4,608 23,645 10,838,743 1,767,740 9,071,003
2018 362 30,192 4,760 25,432 11,140,598 1,756,236 9,384,363
2019 346 32,022 4,865 27,158 11,335,386 1,722,041 9,613,345
2020 331 34,141 5,021 29,120 11,561,856 1,700,315 9,861,581
2021 315 36,600 5,181 31,419 11,823,432 1,673,678 10,149,754
2022 2929 39,124 5,302 33,732 12,019,905 1,656,572 10,363,332
2023 283 41,914 5,584 36,330 12,207,573 1,626,267 10,581,305
2024 267 44,908 5,774 39,134 12,358,318 1,588,010 10,769,308
2025 251 47,848 5,871 41,877. 12,397,450 1,547,151 10,850,299
2026 235 50,972 6,193 44,779 12,389,545 1,505,194 10,884,350
2027 219 54,593 6,459 48,135 12,401,387 1,467,115 10,934,273
2028 204 58,440 6,762 51,679 12,357,102 1,429,784 10,927,319
2029 188 62,630 7,078 55,551 12,275,608 1,387,379 10,888,230
25-Year Totals 258,181,213 42,528,600 215,652,613

45 Study 2006\Final Projections\City of Tempe Scenarios\[GASBModel2 - Tempe - Base 7.0.xIs]Exhl
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City of Tempse

Exhibit i

25-Year Projection of Post-retirement Health Costs
for Current Employees and Dependents

Expected Expected Average  Average Annual Average Annual  Projected Projected Projected
Fiscal Year Employees Retirees at Annuai Cost Contribution per  Sponsor Cost Claims and Retiree Sponsor Pay-As«
Beginning  at BOY EQY per Retiree Retiree per Retiree Expenses Coniribution You-Go Cost

2005 1,545 8 12,056 3,087 8,968 39,166 10,030 29,136
2006 1,467 15 12,981 3,252 9,728 138,806 34,779 104,027
2007 1,395 24 13,870 3,307 10,563 267,137 63,690 203,447
2008 1,330 34 14,691 3,345 11,346 426,272 97,066 329,206
2009 1,269 50 15,863 3,411 12,452 668,512 143,740 524,772
2010 1,209 68 17,338 3,510 13,828 1,019,204 206,350 812,854
2011 1,151 88 18,350 3,530 14,820 1,425,017 274,153 1,150,865
2012 1,094 112 19,387 3,593 15,794 1,938,282 359,175 1,579,107
2013 1,035 139 20,519 3,653 16,866 2,573,961 458,251 2,115,710
2014 978 167 21,420 3,708 17,712 3,271,838 566,349 2,705,489
2015 922 195 22,372 3,772 18,600 4,044,695 682,002 3,362,694
2016 868 224 23,705 3,879 19,826 4,965,383 812,557 4,152,826
2017 815 254 25,239 3,999 21,240 6,039,159 956,849 5,082,310
2018 762 283 26,756 4,127 22,630 7,185,531 1,108,238 6,077,293
2012 713 311 28,430 4,272 24,158 8,444,945 1,269,007 7,175,938
2020 665 338 30,254 4,417 25,837 9,817,547 1,433,344 8,384,203
2021 620 365 32,481 4,603 27,878 11,418,487 1,618,016 9,800,471
2022 574 390 34,985 4,802 30,182 13,215,150 1,814,094 11,401,057
2023 531 415 37,432 4,991 32,441 15,062,469 2,008,333 13,054,136
2024 489 439 40,109 5,208 34,903 17,118,532 2,222,108 14,896,424
2025 446 461 42,985 5,431 37,554 19,339,686 2,443,699 16,895,987
2026 406 481 45,812 5,659 40,153 21,566,744 2,664,062 18,902,682
2027 368 496 48,778 5,907 42,869 23,827,411 2,885,680 20,941,732
2028 333 509 51,877 6,163 45,714 26,080,889 3,098,495 22,982,394
2029 300 520 55,348 6,457 48,886 28,487,784 3,323,637 25,164,147
25-Year Totals 228,382,607 30,553,703 197,828,904

45 Study 2006\Final Projections\City of Tempe Scenarios\{GASBModel2 - Tempe - Base 7.0.x1s]ExhIT
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[:ity of Tempe

o o .Current Benefits |
- No Advance Funding at 3.5% Discount Rate |
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City of Tempe

Exhibit |

25-Year Projection of Post-retirement Health Costs
for Current Retirees and Dependents

Expecied Average  Average Annual Average Annual  Projected Projected Projected
Fiscal Year Refireesat Annual Cost Confribution per Sponsor Cost  Claims and Retiree Sponsor Pay-As-
Boginning  Year-End  per Retires Reliree per Retiree Expenses Contribution  You-Go Cost
2005 515 10,871 3,236 7,635 5,643,039 1,679,688 3,963,441
20086 507 12,422 3,428 8,994 6,347,666 1,751,605 4,596,060
2007 498 14,017 3,695 10,422 7,040,665 1,805,598 5,235,067
2008 488 15,583 3,726 11,857 7,682,580 1,836,887 5,845,693
2009 478 17,194 3,844 13,349 8,306,808 1,857,305 6,449,505
2010 467 18,727 3,928 14,798 8,851,257 1,856,715 6,994,542
2011 456 20,048 4,018 16,030 9,253,675 1,854,811 7,398,864
2012 444 21,216 4,079 17,136 9,545,018 1,835,256 7,709,762
2013 431 22,306 4,161 18,145 9,762,986 1,821,055 7,941,931
2014 418 23,430 4,255 18,175 §,955,596 1,808,048 8,147,549
2015 405 24,743 4,376 20,367 10,184,815 1,801,097 8,383,718
2016 391 26,392 4,505 21,888 10,500,162 1,792,144 8,708,018
2017 376 28,253 4,608 23,645 10,838,743 1,767,740 8,071,003
2018 362 30,192 4,760 25,432 11,140,598 1,756,236 9,384,363
2019 346 32,022 4,865 27,158 11,335,386 1,722,041 9,613,345
2020 331 34,141 5,021 29,120 11,561,896 1,700,315 9,861,581
2021 315 36,600 5,181 31,419 11,823,432 1,673,678 10,149,754
2022 299 39,124 5,392 33,732 12,019,905 1,656,572 10,363,332
2023 283 41,914 5,584 36,330 12,207,573 1,626,267 10,581,305
2024 267 44,908 5,774 39,134 12,358,318 1,588,010 10,769,308
2025 251 47,848 5,971 41,877 12,397,450 1,547,151 10,850,299
2026 235 50,972 6,193 44,779 12,389,545 1,505,194 10,884,350
2027 219 54,593 6,459 48,135 12,401,387 1,467,115 10,934,273
2028 204 58,440 6,762 51,679 12,357,102 1,425,784 10,927,319
2028 188 62,630 7,078 55,551 12,275,608 1,387,379 106,888,230
25-Year Totals 258,181,213 42,528,600 215,652,613

45 Study 2006\Einal Profections\City of Tempe Scenarios\[GASBModel2 - Tempe - Base 3.5.xis]Exhl
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City of Tempe

Exhibit Il

25-Year Projection of Post-retirement Health Costs

for Current Employees and Dependents

Expected Expected Average  Average Annual Average Annual Projected Projected Projected
Fiscal Year Employees Retirees at Annuat Cost Contribution per Sponsor Cost  Claims and Retiree Sponsor Pay-As-
Beginning  at BOY EQY per Retiree Retiree per Refiree Expenses Contribution You-Go Cost

2005 1,545 6 12,056 3,087 8,968 39,166 14,030 29,136
2006 1,467 15 12,981 3,252 9,728 138,806 34,779 104,027
2007 1,395 24 13,870 3,307 10,563 267,137 63,690 203,447
2008 1,330 34 14,691 3,345 11,346 426,272 97,066 329,206
2009 1,269 50 15,863 3,411 12,452 668,512 143,740 524,772
2010 1,209 68 17,338 3,510 13,828 1,019,204 206,350 812,854
2011 1,151 88 18,350 3,530 14,820 1,425,017 274,153 1,150,865
2012 1,094 112 19,387 3,593 15,794 1,938,282 359,175 1,579,167
2013 1,035 138 20,5618 3,653 16,866 2,573,961 458,251 2,115,710
2014 978 167 21,420 3,708 17,712 3,271,838 566,349 2,705,489
2015 922 195 22,372 3,772 18,600 4,044,695 682,002 3,362,654
2016 868 224 23,705 3,879 19,826 4,965,383 812,557 4,152,826
2017 815 254 25,239 3,999 21,240 6,039,159 956,849 5,082,310
2018 762 283 26,756 4,127 22,630 7,185,531 1,108,238 6,077,293
2019 713 311 28,430 4,272 24,158 8,444,945 1,269,007 7,175,938
2020 665 338 30,254 4,417 25,837 9,817,547 1,433,344 8,384,203
2021 620 365 32,481 4,603 27,878 11,418,487 1,618,016 9,800,471
2022 574 390 34,985 4,802 30,182 13,215,150 1,814,094 11,401,057
2023 531 415 37,432 4,991 32,441 15,062,469 2,008,333 13,054,136
2024 489 439 40,108 5,206 34,903 17,118,532 2,222,108 14,896,424
2025 446 461 42,985 5,431 37,654 19,339,686 2,443,699 16,895,987
2026 406 481 45,812 5,659 40,153 21,566,744 2,664,062 18,902,682
2027 368 496 48,776 5,907 42,869 23,827,411 2,885,680 20,941,732
2028 333 509 51,877 6,163 45,714 26,080,889 3,098,495 22,982,394
2029 300 520 55,343 6,457 48,886 28,487,784 3,323,637 25,164,147
25-Year Totals 228,382,607 306,553,703 197,828,904

45 Study 2006\Final Projections\City of Tempe Scenarios\[GASBModel2 - Tempe - Base 3.5.x]s]ExhI{
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City of Tempe

~ Option1(a)
Termmate Benefits at Age 65

| - Advance Fundmg at 7% Dlscount Rate -
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City of Tempe

Exhibit |

25-Year Projection of Post-retirement Health Costs
for Current Retirees and Dependents

Terminate Benefits at Age 65

Expected Average  Average Annual Average Annual  Projected Projected Projected
Fiscal Year  Refirees at  Annuaf Cost Contribufion per Sponsor Cost  Glaims and Retiree Sponsor Pay-As-
Beginning Year-End per Retiree Retiree per Retiree Expenses Contribution You-Go Cost

2005 291 11,285 3,484 7,801 4,591,180 1,417,329 3,173,852
2006 275 14,326 4,176 10,150 4,048,438 1,180,044 2,868,394
2007 256 16,346 4,423 11,923 4,332,001 1,172,253 3,158,748
2008 257 18,377 4,642 13,736 4,623,582 1,142,585 3,380,586
2009 216 20,570 4,861 15,709 4,658,299 1,100,820 3,657,479
2010 188 22,982 5,073 17,910 4,645,376 1,625,301 3,620,075
2011 166 25,332 5,358 19,974 4,485,633 948,809 3,536,824
2012 142 27,116 5,532 21,584 4,181,283 852,994 3,328,288
2013 122 28,802 5,791 23,011 3,801,954 764,398 3,037,685
2014 98 31,048 6,203 24,845 3,415,647 682,400 2,733,247
2015 86 33,694 6,736 26,959 3,098,782 619,453 2,479,329
2016 72 36,956 7,257 29,699 2,910,866 571,583 2,339,283
2017 65 40,431 7,591 32,840 2,767,944 519,700 2,248,244
2018 55 44,291 8,125 36,165 2,661,675 488,305 2,173,370
2019 42 48,179 8,474 39,704 2,339,378 411,482 1,927,897
2020 36 51,872 9,092 42,780 2,021,739 354,373 1,667,366
2021 28 56,527 9,575 46,952 1,822,702 308,739 1,513,963
2022 24 62,667 10,813 51,854 1,630,401 281,318 1,349,083
2023 19 69,337 11,755 57,581 1,471,740 249,520 1,222,220
2024 15 75,756 12,544 63,212 1,282,555 212,373 1,070,182
2025 16 81,532 13,288 68,243 1,032,234 168,235 863,992
2026 7 88,423 14,346 74,077 786,435 127,591 658,844
2027 5 96,733 16,016 80,717 588,664 97,466 491,197
2028 4 106,694 19,076 87,618 449,645 80,393 369,251
2029 4 118,659 19,571 99,088 441,970 72,895 369,075
25-Year Totals 67,990,163 14,850,371 53,139,793

45 Study 2006\Final Projections\City of Tempe Scenarios\[GASBModel2 - Tempe - Drop at 65 at 7.0.xIs]Exhl
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City of Tempe

Exhibit I

25-Year Projection of Post-retirement Health Costs
for Current Employees and Dependents

Terminate Benefits at Age 65

Expected Expected  Average  Avetage Annual Average Annual Projected Projected Projected
Fiscal Year Employees Retirees af AnnualCost Confribution per Sponsor Cost Claims and Retiree Sponsor Pay-As-
Beginning  at BOY EOY per Retiree Retiree per Retiree Expenses Contribution You-Go Cost

2005 1,545 5 12,860 3,419 9,440 29,415 7,821 21,594
2006 1,457 10 14,061 3,590 10,471 105,973 27,055 78,919
2007 1,384 15 15,623 3,692 11,930 200,957 47,494 153,463
2008 1,315 19 17,369 3,849 13,521 300,806 66,652 234,154
2009 1,248 26 19,260 4,017 15,243 440,076 91,784 348,292
2010 1,185 34 21,307 4,186 17,121 646,838 127,07G 519,759
2011 1,125 37 23,050 4,253 18,797 823,799 151,993 671,806
2012 1,060 45 25,043 4,454 20,588 1,031,137 183,402 847,735
2013 1,002 5¢ 26,966 4,548 22,418 1,288,659 217,321 1,071,338
2014 939 52 28,687 4,691 23,995 1,467,752 240,026 1,227,726
2015 879 52 30,497 4,870 25,627 1,590,132 253,915 1,336,217
2016 818 57 32,728 5,109 27,619 1,787,760 279,065 1,508,695
2017 765 60 35,222 5,291 29,931 2,053,000 308,407 1,744,593
2018 713 61 37,859 5,498 32,360 2,290,994 332,737 1,958,257
2019 661 63 40,592 5,747 34,845 2,522,967 357,200 2,165,768
2020 613 61 43,320 5,978 37,342 2,676,130 369,293 2,306,836
2021 567 67 46,790 6,313 40,477 2,996,982 404,351 2,592,632
2022 527 70 50,598 6,541 44,057 3,475,136 449,222 3,025,914
2023 485 a7 54,213 6,775 47,439 3,711,092 463,753 3,247,339
2024 440 69 58,272 7,144 51,128 3,956,760 485,070 3,471,690
2025 397 67 62,735 7,436 55,299 4,247,319 503,466 3,743,853
2026 354 62 67,077 7,758 59,319 4,310,044 498,500 3,811,544
2027 315 58 71,520 8,156 63,365 4,276,772 487,690 3,789,082
2028 280 49 76,010 8,523 67,487 4,064,148 455,718 3,608,430
2029 249 47 81,305 9,091 72,214 3,920,091 438,326 3,481,765
25-Year Totals 54,214,741 7,247,340 46,967,400

45 Study 2006\Final Projections\City of Tempe Scenarios\[GASBModel2 - Tetnpe - Drop at 65 at 7.0.xIs]ExhIl

TE
ante

Lewis & Etlis, Inc. » Actuaries & Consultants

5/11/2006




9002/01/S SJUDINSUOD 79 SFLIDTHIY « *IU] ‘ST[A 73 SINI

VINUXISPCo"2 18 &g 3 doi(l - sdwa, - ZPpoNgSYO]|soneusas sdiua] 30 K10\ sTonoa[01d [PULT\300Z APTOS SF

pawunssy 1500 gadO 01 (onbg Suipun,y souvapy ,

Z66°2EL°16 6807£9°88 |l 261°2¥226 E6T°20T°00T  112°260°22  ¥06'F02°22T S[e10), 189X -G7
8SZ0VET 6LITPLE cEY'LI8'E 090°1S6°CE 0¥8°058°¢ 122°T1S 190C9ET 15 63¢ 6202
8PO'L0TT SISL1LE $52'988°C ¥S2L'0%9%¢ 789°216'C TT1°9ES S6L'EISY €g 082 8202
§GL'61F'2 Z¥T'S69'E 082°C06°€S TN ArA 6.2°082°F 951'68¢ 9ET'GO8Y 29 Gig L202
LLLLIST 9%0°6L9‘S F0Z'816°S 19¥'sH¥'8¢ 88c‘0LY' Y 160929 6.¥'960°G 69 Pse 9202
096‘089°C F0£°'959°s 9IE‘186'E 916%8S 0¥ T768°L09'Y . 10L°TL8 £65‘6L2°S L2 L6¢ $202
11¥'89.L°C ¥65'869°S $55'9E6°E 90L‘EET eV TI8TFST c¥269 SIE'6ECS ¥8 (Vi ¥20T
89.'798°C THI129' GOS'TE6'E 181°969°cH 665697y £LTCIL 7e8°281°G 98 ] £20¢
8¥G186°C 018'€09°¢ 982'¢e6's 168°890°GF L66FLET 0¥50EL LES'50T'S ¥6 225 70T
022°066'C 851°985°g 8L¥'206'E PSP 060°9F S65°90T'F 060°C12 ¥89'618°F 96 195 1202
782'8L0°C 01S°695°S 165'€18°C L6T°L169F Z0ZPLE'E L99°CTL 698°269V L6 £19 0202
LLLGLTE 856‘cSS‘e 168°9¥8'¢ THE‘C08 LY F99°C60% 189'892 9%E‘798'y S0T 199 6102
678'682°S 068°685°g 990°818'¢ ¥80°229°8% LTYIETY £90°128 029°256'% L11 eT1L 8102
829°20%°¢ 98.°925°g 122°98L'¢ 1S6°LPE'6Y L£8'766'E L01'828 ¥v6°028F Tl S92 L102
£O1°'82G's 1S2'P1s°e 128152 19565867 826°2%8'C 8%9'068 979'869'% 621 218 9102
6£2°689'¢ 106°20%°E FISETLE 169'192'05 1¥5'S18°E 80€'c.8 $16'889°F 8Ll 6.8 S102
LEVETRE ZET'e6¥'E 86£829°C 9€£‘208'05 £L6'096°¢ 9Z¥'726 00%'£88Y 05T 656 ¥10Z
8TH'610'% 829°€8¥'S 650°079°¢ 7890S 1S £86°00T°F 02,186 £69060°s ZL1 2001 €102
0STLLTY L29°CL¥'E £L6'L65°E 1L¥L21°CS £20°9LT'Y 96£°920°T 02¥‘2IZS 881 090°1 2102
290‘eLEY - || FI6'COFE I81°1S5S 668°G8L2¢ 1£9°80Z°F 208°00T°T EH'60E'S £02 STAN| 1102
8EFT9S Y S00'vSH'S 60%F05°E L PEEES £E86ELY 08E°ZST T $12262's £ze G811 0102
920'89.LYV 9v9‘eh¥ e LBOESPE 90%'129°¢S 1L2/S06'S F09°26T°1 G.8'860°c e 8¥C‘T 6002
LIT'200°C 8L0‘CET'S LISTOF'S 7GE'909°eS OF1‘sT19'E 8V2'602°'T 88s'vz8' Y 95z SIET 8002
TEV'0LT'S S89°6ZY'S £85°76¢E°S G9ZF0E‘ES TTESIEE L¥L612T AN 1944 ¥8E‘T 2007
GZ1'99G'S 9ze'sT¥'e S95‘G0E‘S PP£'999°25 I LP6'T 660°202°T TIFPS1Y L5174 LSPT 9002
$96°G¥6'G L19°L0%'E 9cP'092'S L£0'018°28 9VF'SeT‘E 051°Ge¥ T 965‘029'¥ G6¢ SPST G002
#5009 #5003 9340 800 anjep Juasald BN 31509 ._om:onm SlU0D avaney wmm:maxm 2 AD3 AQd e mm__._:_mmm
g3d0 ajebaiBby ||  [ewuop aby g3doypely  dsvo pajaloid pajosloig pajalord  swmey pejoaford Jessamey  soskojdwy  Jeap |eosiy
pajoafoid Aguz pajosfoig || 3up payosfoig pajosdxg  pajoadxy
IpY JUN0ISIq %007, - sjuspuadag pue saafojdwg ‘seanjay 10}
§9 a8y syrfousg appunuia L $)S09 €SV Jo uonaafoid Jeap-6z
1 3qiyx3

adun| jo Ao




000°000°t

000°000°2

ojebalfby —¥— 000000
[BULION @by AU e
UPRID YU —e—

ob-nof-se-Aed —@— 000'000'y

000'000's

000°000'9

000'000'2

g9 aby Je sjjauag ajeuIId |
Sall{ MaN ON
Buipung asueapy ypm
sasuadxg g3d0 gSvo J0 uosueduwon



- City of Tempe

Optmn 1(h)
Ehmmate Prescnptlon Drug Coverage at Age 65
Advam:e Fundmg at 1% Dlscount Rate |
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City of Temps

Exhibit |

25-Year Projection of Post-retirement Health Costs
for Current Retirees and Dependents

Eliminate Rx Drug Coverage at Age 65

Expected Average  Average Annual Average Annual  Projected Projected Projected
Fiscal Year  Refirees at Annual Cost Contribution per Sponsor Gost  Claims and Retiree Sponsor Pay-As-
Beginning Year-End  perRetiree Retiree per Refiree Expenses Contribution You-Go Cost

2005 515 9,623 3,236 6,388 4,995,379 1,679,598 3,315,781
2006 507 10,837 3,428 7,409 5,537,714 1,751,605 3,786,108
2007 498 12,068 3,595 8,473 6,061,770 1,805,598 4,256,172
2008 488 13,183 3,726 9,457 6,489,459 1,836,887 4,662,572
2009 478 14,289 3,844 10,445 6,903,506 1,857,305 5,046,201
2010 467 15,235 3,928 11,307 7,200,815 1,856,715 5,344,100
2011 456 15,853 4,018 11,834 7,317,227 1,854,811 5,462,416
2012 444 16,255 4,079 12,176 7,313,401 1,835,256 5,478,144
2013 431 16,489 4,161 12,329 7,217,043 1,821,055 5,395,988
2014 418 16,646 4,255 12,391 7,072,958 1,808,048 5,264,910
2015 405 16,857 4,376 12,582 6,980,003 1,801,097 5,178,906
2016 391 17,631 4,505 13,126 7,014,551 1,792,144 5,222,407
2017 376 18,501 4,608 13,893 7,097,558 1,767,740 5,329,818
2018 362 19,341 4,760 14,581 7,136,648 1,756,236 5,380,412
2018 346 19,863 4,865 14,998 7,031,253 1,722,041 5,309,212
2020 331 20,649 5,021 15,628 6,992,685 1,700,315 5,292,370
2021 315 21,773 5,181 16,592 7,033,619 1,673,678 5,359,942
2022 299 22,795 5,392 17,403 7,003,141 1,656,572 5,346,568
2023 283 23,994 5,584 18,411 6,988,485 1,626,267 5,362,217
2024 267 25,283 5,774 19,509 6,957,598 1,589,010 5,368,588
2025 251 26,253 5,971 20,282 6,802,181 1,547,151 5,255,030
2026 235 27,243 6,193 21,050 6,621,828 1,505,194 5,116,634
2027 219 28,663 6,458 22,204 6,510,990 1,467,115 5,043,875
2028 204 30,126 6,762 23,365 6,370,179 1,429,784 4,940,395
2029 188 31,800 7,078 24,722 6,232,973 1,387,379 4,845,594
25-Year Totals 168,892,962 42,528,600 126,364,362

45 Study 2006\Final Projections\City of Tempe Scenarios\ [GASBModel2 - Tempe - Remove Rx at 65 at 7.0.xIs]Exhf
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City of Tempe

Exhibit I

25-Year Projection of Post-retirement Health Costs
for Current Employees and Dependents

Eliminate Rx Drug Coverage at Age 65

Expected Expected  Average  Average Annual Average Annual Projected Projected Projected
Fiscal Year Employees Retirees at Annual Cost Contribution per  Sponsor Cost Claims and Retiree Sponsor Pay-As-
Beginning  at BOY EOY per Retiree Refiree per Refires Expenses Contribufion You-Go Cost
2005 1,545 6 11,442 3,087 8,354 37,170 10,030 27,140
2006 1,467 15 12,215 3,252 8,962 130,614 34,779 95,835
2007 1,395 24 12,768 3,307 9,461 245,913 63,690 182,223
2008 1,330 34 13,079 3,345 9,734 379,502 97,066 282,436
2008 1,269 50 13,793 3,411 10,382 581,275 143,740 437,534
2010 1,205 68 14,923 3,510 . 11,413 877,228 208,350 670,877
2011 1,151 88 15,366 3,530 11,835 1,193,250 . 274,153 919,097
2012 1,094 112 15,821 3,593 12,228 1,681,756 359,175 1,222,581
2013 1,035 139 16,374 3,653 12,720 2,053,970 458,251 1,595,719
2014 978 167 16,512 3,708 12,805 2,522,204 566,349 1,955,854
2015 922 195 16,631 3,772 12,859 3,006,745 682,002 2,324,744
2016 868 224 17,181 3,879 13,312 3,600,960 812,557 2,788,403
2017 815 254 17,934 3,999 13,935 4,291,303 956,849 3,334,454
2018 762 283 18,544 4,127 14,417 4,979,958 1,108,238 3,871,720
2019 713 311 19,256 4,272 14,984 5,719,784 1,265,007 4,450,778
2020 665 338 20,049 4,417 15,632 6,506,160 1,433,344 5,072,816
2021 620 365 21,298 4,603 16,651 7,485,548 1,618,016 5,867,531
2022 574 390 22,792 4,802 17,590 8,609,631 1,814,094 6,795,537
2023 531 415 24,036 4,991 19,045 9,672,009 2,008,333 7,663,676
2024 489 439 25,445 5,206 20,239 10,859,920 2,222,108 8,637,812
2025 446 461 26,951 5,431 21,520 12,125,889 2,443,699 9,682,191
2026 406 481 28,162 5,659 22,503 13,257,886 2,664,062 10,593,824
2027 366 496 29,333 5,907 23,425 14,329,019 2,885,680 11,443,339
2028 333 - 509 30,432 6,163 24,269 15,299,537 3,098,495 12,201,042
2029 300 520 31,789 6,457 25,332 16,363,297 3,323,637 13,039,660
25-Year Totals 145,710,527 30,553,703 115,156,824

45 Study 2006\Final Projections\City of Tempe Scenarios\[GASBModel2 - Tempe - Remove Rx at 65 at 7.0.xls]ExhIT
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City of Tempe

o Optlon 1(c) —
Muve to PPO Catastrophic Plan at Age 65
N A_dvanc_e Funding at 7% Discount Rate -
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City of Tempe

Exhibit |

25-Year Projection of Post-retirement Health Costs

for Current Retirees and Dependents

Move to PPO Catastrophic Plan at Age 65

45 Study 2006\Final Projecﬁons\ City of Tempe Scenarlos\[GASBModel2 - Tempe - Change Cat at 65 at 7.0.xIs] Exhi

Expected Average  Average Annual Average Annual "Projected Projected Projected

Fiscal Year Retireesat  Annual Cost Contribution per  Sponsor Cost Claims and Retiree Sponsor Pay-As-
Beginning Year-End  per Refiree Retiree per Retiree Expenses Contribution You-Go Cost
2005 515 10,247 2,807 7,340 5,318,154 1,509,141 3,810,013
2006 507 11,652 2,995 8,657 5,954,253 1,530,443 4,423,810
2007 498 13,091 3,062 10,029 6,575,567 1,538,029 5,037,538
2008 488 14,47G 3,093 11,378 7,134,112 1,524,756 5,609,356
2009 478 15,874 3,103 12,771 7,669,339 1,499,254 6,170,085
2010 467 17,172 3,055 14,116 8,116,155 1,444,069 6,672,086
2011 456 18,224 3,013 15,210 8,411,526 1,390,926 7,020,600
2012 444 19,106 2,913 16,192 8,595,838 1,310,782 7,285,056
2013 431 19,882 2,836 17,046 8,702,059 1,241,380 7,460,679
2014 418 20,653 2,758 17,895 8,775,754 1,171,768 7,603,986
2015 405 21,597 2,716 18,880 8,889,695 1,118,082 7,771,614
2016 391 22,877 2,686 20,191 9,101,819 1,068,790 8,033,029
2017 376 24,358 2,636 21,722 9,344,354 1,011,105 8,338,249
2018 362 25,880 2,623 23,257 9,549,638 967,887 8,581,751
2019 346 27,225 2,486 24,739 9,637,052 879,989 8,757,063
2026 331 28,841 2,420 26,421 9,767,170 819,630 8,947,540
2021 315 30,800 2,348 28,453 9,950,016 758,455 9,191,561
2022 299 32,767 2,336 30,431 10,066,923 717,673 9,349,251
2023 283 34,965 2,290 32,674 16,183,638 667,074 9,516,564
2024 267 37,323 2,220 35,103 16,270,833 610,960 9,659,873
2025 251 38,535 2,108 37,427 10,243,567 548,077 9,697,490
2026 235 41,874 2,012 39,862 10,178,207 489,015 9,689,192
2027 219 44,673 1,927 42,746 10,147,928 437,695 9,710,233
2028 204 47,634 1,902 45,732 10,072,017 402,155 9,669,862
2029 188 50,886 1,825 48,991 9,973,784 371,381 9,602,403
25-Year Totals 222,630,397 25,026,516 197,603,881

Lewis & Ellis, Inc. » Actuaries & Consultants
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City of Tempe

Exhibit |

25-Year Projection of Post-retirement Health Costs
for Current Employees and Dependents

Move to PPO Catastrophic Plan at Age 65

Expected Expected Average  Average Annual Average Annual Projected Projected Projected
Fiscal Year Employees Retiress at Annual Cost Contribution per Sponsor Cost Claims and Retiree Sponsor Pay-As-
Beginning  at BOY EQY per Retiree Retiree per Retiree Expenses Contribution You-Go Cost

2005 1,545 6 11,649 2,861 8,788 37,845 9,295 28,549
2006 1,467 15 12,508 2,966 9,542 133,751 31,716 102,035
2007 1,395 24 13,270 2,955 10,315 255,589 56,914 198,675
2008 1,330 34 13,908 2,886 11,022 403,547 83,729 319,817
2009 1,265 50 14,908 2,848 12,060 628,252 120,010 508,242
20190 1,208 68 16,243 2,870 13,374 954,849 168,681 786,168
2011 1,151 88 17,049 2,737 14,312 1,323,994 212,577 1,111,417
2012 1,094 112 17,875 2,694 15,181 1,787,135 269,388 1,517,748
2013 1,035 13§ 18,795 2,630 16,165 2,357,722 329,958 2,027,765
2014 978 167 19,427 2,534 16,893 2,967,423 387,101 2,580,322
2015 922 195 20,085 2,438 17,648 3,631,300 440,734 3,190,566
2016 868 224 21,138 2,411 18,727 4,427,801 505,069 3,922,732
2017 815 254 22,383 2,391 15,992 5,355,836 572,066 4,783,769
2018 762 283 23,572 2,367 21,205 6,330,495 635,765 5,604,730
2019 713 311 24,898 2,355 22,543 7,395,675 699,580 6,696,095
2020 665 338 26,347 2,316 24,032 8,544,929 751,410 7,798,518
2021 620 365 28,209 2,348 25,861 9,916,890 825,440 9,091,450
2022 574 390 30,336 2,382 27,954 11,459,264 899,715 10,559,549
2023 531 415 32,341 2,365 29,986 13,014,002 947,566 12,066,436
2024 489 439 34,551 2,361 32,190 14,746,234 1,007,692 13,738,542
20325 446 461 36,922 2,352 34,570 16,611,765 1,058,238 15,553,527
2026 406 481 39,162 2,311 36,8562 18,436,490 1,087,789 17,348,702
2027 368 496 41,479 2,273 39,207 20,262,764 1,110,134 19,152,630
2028 333 509 43,861 2,199 41,661 22,050,823 1,105,667 20,945,156
2025 300 520 46,566 2,172 44,394 23,968,638 1,117,944 22,851,694
25-Year Totals 197,009,014 14,434,177 182,574,836
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City of Tempe

Optmn 2
Increase Dependent Contributions to 40%
~ Advance Funding at 7% Discount Rate

~ Lewis & Ellis, Inc. ® Actuaries & Consultants



City of Tempe

Exhibit |

25-Year Projection of Post-retirement Health Costs

for Current Retirees and Dependents

Increase Dependent Contribution to 40%

Expected Average  Average Annual Average Annuval  Projected Projected Projected
Fiscal Year Retireesat Annual Cost Contribution per Sponsor Cost Claims and Retiree Sponsor Pay-As-
Beginning Year-End per Retirge Retiree per Retireg Expenses Contribution You-Go Cost

2005 515 10,871 3,575 7,296 5,643,039 1,855,947 8,787,092
2006 507 12,422 3,810 8,612 6,347,666 1,947,001 4,400,665
2607 498 14,017 4,012 10,005 7,040,665 2,015,124 5,025,542
2008 488 15,583 4,179 11,404 7,682,580 2,060,178 5,622,402
2009 478 17,194 4,333 12,860 8,306,809 2,093,546 6,213,264
2010 467 18,727 4,446 14,281 8,851,257 2,101,234 6,750,023
2011 458 20,048 4,566 15,483 9,253,675 2,107,382 7,146,292
2012 444 21,216 4,648 16,567 9,545,018 2,091,181 7,453,837
2013 431 22,306 4,756 17,550 9,762,986 2,081,759 7,681,228
2014 418 23,430 4,881 18,548 9,955,596 2,074,201 7,881,396
2015 405 24,743 5,036 18,707 10,184,815 2,073,093 8,111,722
2016 381 26,392 5,200 21,192 10,500,162 2,068,878 8,431,283
2017 376 28,253 5,326 22,927 10,838,743 2,043,244 8,795,498
2018 362 30,192 5,615 24,677 11,140,598 2,035,042 9,105,557
2019 346 32,022 5,646 26,376 11,335,386 1,998,616 9,336,770
2020 331 34,141 5,840 28,301 11,561,896 1,977,677 9,584,219
2021 315 36,600 6,037 30,562 11,823,432 1,950,290 9,873,142
2022 299 39,124 6,299 32,824 12,019,905 1,935,366 10,084,538
2023 283 41,914 6,534 35,379 12,207,573 1,903,181 10,304,392
2024 267 44,908 6,766 38,143 12,358,318 1,861,918 10,496,400
2025 251 47,848 7,005 40,843 12,397,450 1,815,066 10,582,384
2026 235 50,972 7,275 43,697 12,389,545 1,768,218 10,621,327
2027 219 54,593 7,602 46,992 12,401,387 1,726,787 10,674,600
2028 204 58,440 7,974 50,467 12,357,102 1,686,026 10,671,076
2029 188 62,630 8,359 54,270 12,275,608 1,638,431 10,637,177
25-Year Totals 258,181,213 48,908,385 209,271,828

45 Study 2006\Final Projections\City of Tempe Scenarios\f{GASBModel2 - Tempe - Dep cont 40% at 7.0.xis) Exhi
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City of Tempe

Exhibit [l

25-Year Projection of Post-retirement Health Costs
for Current Employees and Dependents

Increase Dependent Contribution to 40%

Expected FExpected  Average  Average Annual Average Annual Projected Projected Projected
Fiscal Year Employees Retirees at AnnualCost Contribution per Sponsor Cost Claims and Retiree Sponsor Pay-As-
Beginning  at BOY EQY per Retiree Retiree per Retiree Expenses Contribution You-Go Cost

2005 1,545 6 12,056 3,387 8,668 39,166 11,003 28,162
2006 1,467 15 12,981 3,590 9,391 138,806 38,387 100,419
2007 1,395 24 13,870 - 3,855 10,214 267,137 70,403 196,735
2008 1,330 34 14,691 3,714 10,977 426,272 107,758 318,513
2009 1,269 50 15,863 3,805 12,058 668,512 160,362 508,151
2010 1,209 68 17,338 3,934 13,404 1,019,204 231,266 787,938
2011 1,151 88 18,350 3,971 14,379 1,425,017 308,405 1,116,613
2012 1,094 112 19,387 4,055 15,332 1,938,282 405,384 1,532,898
2013 1,035 132 20,519 4,137 16,382 2,573,961 518,946 2,055,015
2014 978 167 21,420 4,213 17,207 3,271,858 643,519 2,628,315
2015 922 195 22,372 4,301 18,071 4,044,695 777,511 3,267,185
2016 868 224 23,705 4,438 19,267 4,965,383 929,534 4,035,849
2017 815 254 25,239 4,590 20,648 6,039,159 1,698,323 4,940,836
2018 762 283 26,756 4,752 22,004 7,185,531 1,276,295 5,909,235
2019 713 311 28,430 4,937 23,494 8,444,945 1,466,395 6,978,550
2020 665 338 30,254 5,120 25,133 9,817,547 1,661,627 8,155,920
2021 620 365 32,481 5,353 27,128 11,418,487 1,881,740 9,636,746
2022 574 390 34,985 5,603 29,381 13,215,150 2,115,516 11,098,634
2023 531 415 37,432 5,840 31,591 15,062,469 2,350,114 12,712,354
2024 489 439 40,109 6,110 33,999 17,118,532 2,607,901 14,510,631
2025 446 461 42,985 6,392 36,593 19,339,686 2,876,005 16,463,680
2026 406 481 45,812 6,677 39,134 21,566,744 3,143,487 18,423,257
2027 368 496 48,776 6,988 41,788 23,827,411 3,413,727 20,413,684
2028 333 509 51,877 7,309 44,568 26,080,889 3,674,455 22,406,434
2029 300 520 55,343 7,676 47,667 28,487,784 3,851,110 24,536,674
25-Year Totals 228,382,607 35,720,173 192,662,434

45 Study 2006\Final Projections\City of Tempe Scenarios\[GASBMuodel2 - Tempe - Dep cont 40% at 7.0.x1s]Exhil
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city of Tempe

. | Optmn 3 |
Increase Retiree Gontrlbutmns $1 00 per Month
| Advance Fundmg at 7% Dlscount Rate -
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City of Tempe

Exhibit |

25-Year Projection of Post-retirement Health Costs

for Current Retirees and Dependents

Increase Retiree Contribution Rate $100 per Month

Expected Average  Average Annual Average Annual  Projected Projected Projected
Fiscal Year  Refirsesat Annual Cost Contribution per Sponsor Cost  Clalms and Retiree Sponsor Pay-As-
Beginning Year-End per Retiree Retiree per Retiree Expenses Contribution You-Go Cost

2005 515 10,871 4,571 6,300 5,643,039 2,372,588 3,270,451
2006 507 12,422 4,942 7,480 6,347,666 2,525,627 3,822,139
2007 498 14,017 5,254 8,722 7,040,665 2,659,386 4,381,279

2008 488 15,583 5,616 9,966 7,682,580 2,768,999 4,913,581 .
2009 478 17,194 5,928 11,265 8,306,809 2,864,181 5,442,629
2010 467 18,727 6,205 12,522 8,851,257 2,932,682 5,918,575
2011 456 20,048 6,482 13,566 9,253,675 2,992,075 6,261,599
2012 444 21,216 6,721 14,494 9,545,018 3,023,997 6,521,022
2013 431 22,306 6,988 15,318 9,762,986 3,058,440 6,704,546
2014 418 23,430 7,280 16,150 9,955,596 3,093,421 6,862,176
2015 405 24,743 7,612 17,131 10,184,815 3,133,444 7,051,371
2016 391 26,392 7,968 18,424 10,500,162 3,176,057 7,330,105
2017 376 28,253 8,314 19,939 10,838,743 3,189,394 7,649,349
2018 362 30,192 8,725 21,467 11,140,598 3,219,366 7,921,233
2019 346 32,022 9,108 22,915 11,335,386 3,223,917 8,111,469
2020 331 34,141 9,561 24.58¢ 11,561,896 3,237,719 8,324,176
2021 315 36,600 10,038 26,561 11,823,432 3,242,903 8,580,529
2022 299 39,124 10,590 28,534 12,015,905 3,253,419 8,766,485
2023 283 41,914 11,145 30,769 12,267,573 3,246,051 8,961,522
2024 267 44,908 11,725 33,184 12,358,318 3,226,579 9,131,739
2025 251 47,848 12,338 35,509 12,397,450 3,196,921 9,200,529
2026 235 50,972 13,005 37,966 12,389,545 3,161,204 9,228,340
2027 219 54,593 13,748 40,845 12,401,387 3,123,077 9,278,311
2028 204 58,440 14,562 43,878 12,357,102 3,075,113 9,277,989
2029 188 62,630 15,425 47,205 12,275,608 3,023,260 9,252,349
25-Year Totals 258,181,213 76,017,719 182,163,494

45 Study 2006\Final Projections\City of Tempe Scenarios\[GASBModel2 - Tempe - Inc Ret cont $100 at 7.0.x1s)Exhl
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City of Tempe

Exhibit I!

25-Year Projection of Post-retirement Health Costs

for Current Employees and Dependents

Increase Retiree Contribution Rate $100 per Month

Expected Expected Average  Average Annual Average Annual Projested Projected Projected
Fiscal Year Employeses Retireesat AnnualCost Contribution per  Sponsor Cost Claims and Retires Sponsor Pay-As-
Beginning  at BOY EOY per Refiree Retiree per Retiree Expenses Contribution You-Go Cost

2005 1,545 6 12,056 4,356 7,700 39,166 14,150 25,015
2006 1,467 15 12,981 4,691 8,289 138,806 50,165 88,641
2007 1,395 24 13,870 4,922 8,948 267,137 94,791 172,346
2008 1,330 34 14,691 5,141 8,550 426,272 149,180 277,092
2009 1,269 50 15,863 5,391 10,473 668,512 227,175 441,337
2010 1,209 68 17,338 5,673 11,665 1,019,204 333,478 685,726
2011 1,151 88 18,350 5,871 12,479 1,425,017 455,925 969,093
2012 1,094 112 19,387 6,103 13,284 1,938,282 610,130 1,328,153
2013 1,035 139 20,519 6,339 14,180 2,573,961 795,168 1,778,793
2014 978 167 21,420 6,582 14,838 3,271,838 1,005,310¢ 2,266,528
2015 922 195 22,372 6,847 15,525 4,044,695 1,237,935 2,806,761
2016 868 224 23,705 7,169 16,535 4,965,383 1,501,747 3,463,635
2017 815 254 25,239 7,519 17,718 6,039,159 1,799,249 4,239,910
2018 762 283 26,756 7,894 18,863 7,185,531 2,119,869 5,065,662
2019 713 311 28,430 8,303 20,128 8,444,945 2,466,261 5,978,684
2020 665 338 30,254 8,730 21,524 9,817,547 2,832,877 6,984,671
2021 620 365 32,481 9,217 23,264 11,418,487 3,240,282 8,178,205
2022 574 390 34,985 9,740 25,244 13,215,150 3,679,276 9,535,874
2023 531 415 37,432 10,274 27,157 15,062,469 4,134,351 10,928,118
2024 489 439 40,109 10,860 28,249 17,118,532 4,634,882 12,483,650
2025 446 461 42,985 11,480 31,505 19,339,686 5,165,204 14,174,481
2026 4086 481 45,812 12,131 33,680 21,666,744 5,711,037 15,855,707
2027 368 496 48,776 12,833 35,944 23,827,411 6,268,743 17,558,668
2028 333 509 51,877 13,573 38,303 26,080,889 6,823,940 19,256,949
2029 300 520 55,343 14,386 40,958 28,487,784 7,404,997 21,082,787
25-Year Totals 228,382,607 62,756,123 165,626,484
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Gity of Tempe

Appendix A
Actuarial Assumptions

1. Medical claims (Current Plan)

2. Stop loss premiums

3. Other expenses

4, Contributions

Average Plan experience, adjusted
for age factors from the Lewis &
Ellis, Inc, Group Medical Manual.
For the 2006 fiscal year, the age-
neutral adult monthly claim costs
are:

High Option PPO:  $317.47
Low Option PPO: $285.60
Catastrophic PPO:  $253.87

For the fully insured Cigna HMO,
age-neutral monthly claim costs
were calculated from actual
premiums, adjusted for age factors,
which is $251.03.

Appendix B shows claim costs at
sample ages.

Average per enrollee per month
based on actual premiums as of July

1,200,
Specific: $17.43
Aggregate: $1.63

For the self-funded plans, expenses
per enrollee per month in the fiscal
year beginning July 1, 2005 are:

Network Access Fees: $4.60
Case Management: $1.21
TPA Fees: $10.00
PBM Fees: $1.86

Admin expenses for the fully
insured plan is included in the
premium rate charged by Cigna
and therefore reflected in the claim
cost assumptions.

Actual contribution rates as of July
1, 2005. Assumed to increase at the
same rate as medical claims.
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Gity of Tempe

5. State Subsidy

6. Discount rate

7. Mortality

8. Employee turnover

9. Salary Increase

10. Retirement age

Average of current state subsidies
per retiree and per dependent.
Assumed to remain level.

Treated in the model as an
additional retiree contribution.

3.5%, 7%, 8%, and 9%

RP-2000 Combined Healthy
Mortality Table (Sex Distinct)

Derived from City experience,
averaging 6.2% per annum. See
Appendix B.

3% per annum

10 years of service with the City and
the following:

Elected Officials:
* Age 65 with 5 years of
service under EORP
» Age 62 with 10 years of
service under EORP
e 20 years of service under
EORP
Public Safety Personnel:

o Age 62 with 15 years of
services under PSPRS
» 20 years of service under

PSPRS
Arizona State Retirement System:
o Age65
o Age 62 with 10 years of
service under ASRS
¢ Age plus years of service
under ASRS equaling 80

Since prior service under the state
retirement systems was not
available, our projections were
based only on the years of City
Service.
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City of Tempe

11. Participation

12, Dependent status, current retirees

13. Dependent status, current actives

95% of eligible retirees are assumed
to choose to participate. It was also
assumed that current retirees will
continue with their current medical
plan option and current active
employees will retire with their
current medical plan option,

Current status is assumed to persist
in all future years, except that
coverage of dependent children is
assumed to end at the later of the
retiree reaching age 63 or 3 years.
Husbands and wives are their
actual age.

After retirement, 57% of eligible
retirees are assumed to have a
covered spouse the same age as the
retiree. It was assumed that 13% of
eligible retirees will have children
cavered after retirement.
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