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MEMO

DATE: March 18, 2019

TO: Waterford Township Board of Trustees

FROM: Gary Wall, Waterford Township Supervisor

RE: Public Act 202 of 2017 Corrective Action Plan (CAP)

Public Act 202 of 2017 was titled ‘Protecting Local Government Retirement and Benefits Act.’
This act requires Waterford to report to the State Treasurer the status of its two pension systems
and its retiree health care system. Form 5572 was filed on time and Waterford’s pension systems
both were found to be in compliance with the standards laid out in the public act. PA 202
requires a minimum 60% funded level standard for pension systems. Both of Waterford’s
Pension Systems are well above the minimum funded level. Additionally, both of these systems
are closed to new hires.

In contrast, Waterford’s Retiree Health Care System is only 6.1% funded. This category of
employee benefits historically has been on a ‘pay as you go’ format and a trust to prefund this
benefit was created in 2008. PA 202 requires this type of system to be funded at a 40% level to
be in compliance with the standards laid out in the public act. Because the Retiree Health Care
System is underfunded a Corrective Action Plan (CAP) needs to be submitted to the State of
Michigan by the local governing body by the end of March 2019. To that end, we assembled a
team of board members, finance staff, and outside professionals to assist with this study.
Attached is Waterford’s (CAP) along with State Form 5597. Additionally, you will see two
actuarial projections. These projections were helpful in that they allowed the team to measure
the status and direction of Waterford’s system and the amount of change needed to put our
municipality on a pathway to meet the new state guidelines.

As presented, this situation is very critical and needs to be addressed wholeheartedly. I feel that
the Board should create a task force to meet throughout the year, every year, on this topic. This
topic has and will continue to be an area of great financial importance to our municipality and
deserves our utmost attention.

Recommended Board Action:

At this time, I would ask for a motion to approve Waterford’s Corrective Action Plan (CAP) for

the Retiree Health Care System as attached to this memo in conformance with Public Act 202 of
2017 and authorize the Township Supervisor to sign State Form 5597 on behalf of the Township
Board.

With us there are no boundaries



March 26, 2019

To: Michigan Department of Treasury
From: Kim Markee, Waterford Township Clerk

Re: Waiver Application for Public Act 202 of 2017, Form 5597

At a regularly scheduled Waterford Township Board Meeting on March 25, 2019, the Trustees voted
unanimously to authorize the Township Supervisor to sign The State of Michigan Form 5597. This form
is being submitted to meet The State of Michigan’s Corrective Action Plan (CAP) requirements for its
health care system with respect to Public Act 202 of 2017.

By submitting the CAP form 5597, the Board acknowledges the financial requirements will continue to
need additional resources and the utmost due diligence in the short, intermediate, and long term future
to address this issue. A dedicated team has been diligently working on the plan, and will continue
monitoring it as we go forward.

In advance of approved minutes being available | am providing this document to accompany the CAP for
The Charter Township of Waterford.

Kindest Regards,

Kim Markee



Michigan Department of Treasury
5597 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

Retirement Health Benefit Systems
Issued under authority of Public Act 202 of 2017.

I. MUNICIPALITY INFORMATION
Local Unit Name: Waterford Township Six-Digit Muni Code: 631220

Retirement Health Benefit System Name:_Post Retirement Health Care Fund
Contact Name (Administrative Officer):_Gary Wall, Township Supervisor

Title if not Administrative Officer:
Email: bmiller@waterfordmi.gov and ddiederich@waterfordrﬁ' Telephone:_(248) 674-6209

2. GENERAL INFORMATION

Corrective Action Plan: An underfunded local unit of government shall develop and submit for approval a
corrective action plan for the local unit of government. The local unit of government shall determine the components
of the corrective action plan. This Corrective Action Plan shall be submitted by any local unit of government with at
least one retirement health benefit system that has been determined to have an underfunded status. Underfunded status
for a retirement health system is defined as being less than 40% funded according to the most recent audited financial
statements, and, if the local unit of government is a city, village, township, or county, the annual required contribution
(ARC) for all of the retirement health systems of the local unit of government is greater than 12% of the local unit of
government’s annual governmental fund revenues, based on the most recent fiscal year.

Due Date: The local unit of government has 180 days from the date of notification to submit a corrective action
plan to the Municipal Stability Board. The Board may extend the 180-day deadline by up to an additional 45 days if the
local unit of government submits a reasonable draft of a corrective action plan and requests an extension.

Filing: Per Sec. 10(I) of the Act, this Corrective Action Plan must be approved by the local government’s administrative
officer and its governing body. You must provide proof of your governing body approving this Corrective Action
Plan and attach the documentation as a separate PDF document. Per Sec. 10(4) of the Act, failure to provide
documentation that demonstrates approval from your governing body will result in a determination of noncompliance
by the Board.

The submitted plan must demonstrate through distinct supporting documentation how and when the local unit will
reach the 40% funded ratio. Or, if the local unit is a city, village, township, or county, the submitted plan may
demonstrate how and when the ARC for all of the retirement healthcare systems will be less than 12% of annual
governmental fund revenues, as defined by the Act. Supporting documentation for the funding ratio and/or ARC must
include an actuarial projection, an actuarial valuation, or an internally developed analysis. The local unit must project
governmental fund revenues using a reasonable forecast based on historical trends and projected rates of inflation.

The completed plan must be submitted via email to Treasury at LocalRetirementReporting@michigan.gov for review by
the Board. If you have multiple underfunded retirement systems, you are required to complete separate
plans and send a separate email for each underfunded system. Please attach each plan as a separate PDF
document in addition to all applicable supporting documentation.

The subject line of the email(s) should be in the following format: Corrective Action Plan-2017, Local Unit Name,
Retirement System Name (e.g. Corrective Action Plan-2017, City of Lansing, Employees’ Retirement System OPEB
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Plan). Treasury will send an automatic reply acknowledging receipt of the email. Your individual email settings must
allow for receipt of Treasury’s automatic reply. This will be the only notification confirming receipt of the application(s).

Municipal Stability Board: The Municipal Stability Board (the Board) shall review and vote on the approval of a
corrective action plan submitted by a local unit of government. If a corrective action plan is approved, the Board will
monitor the corrective action plan for the following two years, and the Board will report on the local unit of
government’s compliance with the Act not less than every two years.

Review Process: Following receipt of the email by Treasury, the Board will accept the corrective action plan
submission at the next scheduled meeting of the Board. The Board shall then approve or reject the corrective action
plan within 45 days from the date of the meeting.

Considerations for Approval: A successful corrective action plan will demonstrate the actions for correcting
underfunded status as set forth in Sec. 10(7) of the Act (listed below), as well as any additional solutions to address the
underfunded status. Please also include steps already taken to address your underfunded status, as well as the date
prospective actions will be taken. A local unit of government may also include in its corrective action plan a review of
the local unit of government's budget and finances to determine any alternative methods available to address its
underfunded status. A corrective action plan under this section may include the development and implementation of
corrective options for the local unit of government to address its underfunded status. The corrective options as
described in Sec. 10(7) may include, but are not limited to, any of the following:

(1) Requiring cost sharing of premiums and sufficient copays.
(i) Capping employer costs.

Implementation: The local unit of government has up to 180 days after the approval of a corrective action plan to
begin to implement the corrective action plan to address its underfunded status. The Board shall monitor each
underfunded local unit of government's compliance with this act and any corrective action plan. The Board shall adopt
a schedule, not less than every 2 years, to certify that the underfunded local unit of government is in substantial
compliance with the Act. If the Board determines that an underfunded local unit of government is not in substantial
compliance under this subsection, the Board shall within 15 days provide notification and report to the local unit of
government detailing the reasons for the determination of noncompliance with the corrective action plan. The local
unit of government has 60 days from the date of the notification to address the determination of noncompliance.

3. DESCRIPTION OF PRIOR ACTIONS

Prior actions are separated into three categories below: System Design Changes, Additional Funding, and Other
Considerations. Please provide a brief description of the prior actions implemented by the local government to address
the retirement system’s underfunded status within the appropriate category section. Within each category are sample
statements that you may choose to use to indicate the changes to your system that will positively affect your funded
status. For retirement systems that have multiple divisions, departments, or plans within the same retirement system,
please indicate how these changes impact the retirement system as a whole.

> Please Note: If applicable, prior actions listed within your waiver application(s) may also be included in
your corrective action plan.

Please indicate where in the attached supporting documentation these changes are described and the impact of those
changes (i.e. what has the local unit of government done to improve its underfunded status, and where can we find the
proof of these changes in the supporting documentation?).

Note: Please provide the name of the system impacted, the date you made the change, the relevant page number(s)
within the supporting documentation, and the resulting change to the system’s funded ratio.
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Category of Prior Actions:

System Design Changes - System design changes may include the following: Changes to coverage levels
(including retiree co-payments, deductibles, and Medicare eligibility), changes to premium cost-sharing, eligibility
changes, switch to defined contribution retiree health care plan, changes to retiree health care coverage for new
hires, etc.

Sample Statement: Benefit levels of the retired membership mirrors the current collective bargaining agreement for each
class of employee. On January I, 2017, the local unit entered into new collective bargaining agreements with the Command
Officers Association and Internal Association of Firefighters that increased employee co-payments and deductibles for
healthcare. These coverage changes resulted in an improvement to the retirement system’s funded ratio. Please see page 12 of
the attached actuarial analysis that indicates the system is 40% funded as of June 30, 2017.

Please see Attachment 6a

Additional Funding — Additional funding may include the following: paying the annual required contribution in
addition to retiree premiums, voluntary contributions above the annual required contribution, bonding, millage
increases, restricted funds, etc.

Sample Statement: The local unit created a qualified trust to receive, invest, and accumulate assets for retirement
healthcare on june 23, 2016. The local unit of government has adopted a policy to change its funding methodology from Pay-
Go to full funding of the Annual Required Contribution (ARC). Additionally, the local unit has committed to contributing $500,000
annudlly, in addition to the ARC for the next five fiscal years. The additional contributions will increase the retirement system’s
funded ratio to 40% by 2022. Please see page 10 of the attached resolution from our governing body demonstrating the
commitment to contribute the ARC and additional $500,000 for the next five years.

Please see Attachment 6a

Other Considerations — Other considerations may include the following: outdated Form 5572 information,
actuarial assumption changes, amortization policy changes, etc.

Sample Statement: The information provided on the Form 5572 from the audit used actuarial data from 201 5. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

Please see Attachment 6a

4. DESCRIPTION OF PROSPECTIVE ACTIONS

The corrective action plan allows you to submit a plan of prospective actions which are separated into three categories
below: System Design Changes, Additional Funding, and Other Considerations. Please provide a brief description of the
prospective actions implemented by the local government to address the retirement system’s underfunded status
within the appropriate category section. Within each category are sample statements that you may choose to use to
indicate the changes to your system that will positively affect your funded status. For retirement systems that have
multiple divisions, departments, or plans within the same retirement system, please indicate how these changes impact
the retirement system as a whole.
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Please indicate where in the attached supporting documentation these changes are described and the impact of those
changes (i.e. what will the local unit of government do to improve its underfunded status, and where can we find the
proof of these changes in the supporting documentation?).

Category of Prospective Actions:

System Design Changes - System design changes may include the following: Changes to coverage levels
(including retiree co-payments, deductibles, and Medicare eligibility), changes to premium cost-sharing, eligibility
changes, switch to defined contribution retiree health care plan, changes to retiree health care coverage for new
hires, etc.

Sample Statement: The local unit will seek to align benefit levels for the retired membership with each class of active
employees. Beginning with summer 2018 contract negotiations, the local unit will seek revised collective bargaining agreements
with the Command Officers Association and Internal Association of Firefighters to increase employee co-payments
and deductibles for healthcare. These coverage changes would result in an improvement to the retirement system’s funded ratio.
Please see page 12 of the attached actuarial analysis that indicates the system would be 40% funded by fiscal year 2020 if
these changes were adopted and implemented by fiscal year 2019,

Please see Attachment 6a

Additional Funding = Additional funding may include the following: meeting the annual required contribution in
addition to retiree premiums, voluntary contributions above the annual required contribution, bonding, millage
increases, restricted funds, etc.

Sample Statement: The local unit will create a qualified trust to receive, invest, and accumulate assets for retirement
healthcare by December 31, 2018. The local unit of government will adopt a policy to change its funding methodology from
Pay-Go to full funding of the Annual Required Contribution (ARC) by December 31, 2018. Additionally, beginning in fiscal year
2019, the local unit will contribute $500,000 annually in addition to the ARC for the next five fiscal years. The additional
contributions will increase the retirement system’s funded ratio to 40% by 2022. Please see page 10 of the attached resolution
from our governing body demonstrating the commitment to contribute the ARC and additional $500,000 for the next five years.

Please see Attachment 6a

[] Other Considerations — Other considerations may include the following: outdated Form 5572 information,
actuarial assumption changes, amortization policy changes, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will begin amortizing the unfunded portion of the
healthcare liability using a level-dollar amortization method over a closed period of 10 years. This will allow the
hedlth system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page I3.

None
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5. CONFIRMATION OF FUNDING
Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert focal unit name) Waterford Township
to make, at a minimum, the retiree premium payment, as well as the normal cost payments for all new hires (if
applicable), for the retirement health benefit system according to your long-term budget forecast?

Yes
[J No
If No, Explain

' 6. DOCUMENTATION ATTACHED TO THIS CORRECTIVE ACTION PLAN
Documentation should be attached as a .pdf to this corrective action plan. The documentation should detail the
corrective action plan that would be implemented to adequately address the local unit of government’s underfunded
status. Please check all documents that are included as part of this plan and attach in successive order as provided
below:

Naming convention: when attaching documents please use the naming convention shown below. If there is more
than one document in a specific category that needs to be submitted, include a, b, or ¢ for each document. For
example, if you are submitting two supplemental valuations, you would name the first document “Attachment 2a” and
the second document “Attachment 2b”.

Naming Convention Type of Document
Attachment — | This Corrective Action Plan (Required)
Attachment — la Documentation from the governing body approving this

Corrective Action Plan (Required)

Attachment — 2a An actuarial projection, an actuarial valuation, or an
internally developed analysis, which illustrates how and
when the local unit will reach the 40% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 12% of governmental fund
revenues, as defined by the Act. (Required)

[J Attachment — 3a Documentation of additional payments in past years that is not
reflected in your audited financial statements (e.g. enacted
budget, system provided information).

[ Attachment — 4a Documentation of commitment to additional payments in future
years (e.g. resolution, ordinance)

[ Attachment — 5a A separate corrective action plan that the local unit has
approved to address its underfunded status, which includes
documentation of prior actions, prospective actions, and the
positive impact on the system’s funded ratio

Attachment — 6a Other documentation, not categorized above
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7. CORRECTIVE ACTION PLAN CRITERIA

Please confirm that each of the four corrective action plan criteria listed below have been satisfied when submitting
this document. Specific detail on corrective action plan criteria can be found in the Corrective Action Plan
Development: Best Practices and Strategies document.

Corrective Action Plan Criteria Description

Underfunded Status Is there a description and adequate supporting documentation
of how and when the retirement system will reach the 40%
funded ratio? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all retirement healthcare
systems will be less than 12 percent of governmental fund
revenues!?

Reasonable Timeframe Do the corrective actions address the underfunded status in a
reasonable timeframe (see CAP criteria issued by the Board)?

Legal and Feasible Does the corrective action plan follow all applicable laws? Are
all required administrative certifications and governing body
approvals included? Are the actions listed feasible?

Affordability Do the corrective action(s) listed allow the local unit to make
the retiree healthcare premium payment, as well as normal cost
payment for new hires now and into the future without
additional changes to this corrective action plan?

8. LOCAL UNIT OF GOVERNMENT’S ADMINISTRATIVE OFFICER APPROVAL OF CORRECTIVE
ACTION PLAN
I, _Gary Wall , as the government’s administrative officer (insert title)

Township Supervisor (Ex: City/Township Manager, Executive director, and Chief Executive
Officer, etc.) approve this Corrective Action Plan and will implement the prospective actions contained in this
Corrective Action Plan.

I confirm to the best of my knowledge that because of the changes listed above, one of the following statements will
occur:

The _Post Retirement Health Care Fund (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2048 as demonstrated by required supporting
documentation listed in section 6.

OR, if the local unit is a city, village, township, or county:

[ The ARC for all of the retirement healthcare systems of (Insert
local unit name) will be less than 12% of the local unit of government’s annual governmental fund revenues by
Fiscal Year, as demonstrated by required supporting documentation listed in section 6.

—%1177/4 3/ zc,/ 2019
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Attachment 2a

Waterford Township Retiree Health Trust
Projections -- Scenario 1: Baseline
Based on the December 31, 2016 Actuarial Valuation

Requested By: Ms. Barb Miller
Assistant Budget Director
Date: February 27, 2019

Submitted By: Kenneth G. Alberts and Brad Lee Armstrong, ASA, EA, FCA, MAAA
Gabriel, Roeder, Smith & Company

Background

This report contains the results of projections of assets, benefits, liabilities and funded status. The future
contributions shown in the projections are based on amounts provided by the township as possible
contributions. The starting point of the projections is the results of the most recent funding valuation of
the Retiree Health Trust, as of December 31, 2016.

The purpose of the projections is to show how the funded status and pay-as-you-go contributions might
evolve over time if experience is exactly as assumed, in order to assist the Township in its efforts to review
the funding policy and develop a corrective action plan to submit to the State Treasurer, as required by P.A.
202.

Valuation Data, Methods and Assumptions

The date of this valuation was December 31, 2016. Projections do not predict the result of future actuarial
valuations or future experience. (Future activities can affect future valuation results in an unpredictable
manner). Rather, projections give an indication of the trend of results based on certain projection
assumptions.

The figures shown in this report should be used in conjunction with the December 31, 2016 actuarial
valuation.

The projections start with the liability, normal cost and benefit stream calculations from the valuation and
used roll forward techniques to model future results. Liabilities, normal costs and benefits streams were
the same as those used in the December 31, 2016 valuation with the exception of the following:

e Liabilities, normal cost and benefit payments for the life insurance benefit were removed, since the
Township indicated that the life insurance benefit was not part of the trust.

Assumptions and methods were the same as those used in the December 31, 2016 valuation. In particular:
The assumed rate of investment return was 6.50%.

The assumed rate of wage inflation was 2.50%.
The valuation method was the entry age actuarial cost method.

G R S Eﬂ;ﬁmﬁ? 2/27/2019 1



Waterford Township Retiree Health Trust
Projections -- Scenario 1: Baseline
Based on the December 31, 2016 Actuarial Valuation

The following special circumstances/assumptions were used specifically for the projections:
e No new hires were assumed to enter into the plan (only the Police group is open and the
Township indicated there were no new hires between the valuation date and July 1, 2018 -- the

date that the Township is required to start contributing at least normal cost for new hires).

e Future active member contributions were ignored (only the Police actives contribute to the
plan and they currently only contribute 1% of pay).

Brad Lee Armstrong is a Member of the American Academy of Actuaries and meets the Qualification
Standards of the American Academy of Actuaries to render the actuarial opinion contained herein.

A brief summary of the data used in this valuation is presented below.

Group Number Covered Pay  Average Age
Actives 223 14,194,380 47.4
Terminated Potentially Deferred 36 N/A

Retirees and Beneficiaries 283 N/A

Scenarios to project:

Scenario 1: Baseline -- Assumes no change in projected benefits and no change in current funding policy;
(current funding policy assumes that the Township will continue to pay all benefits from sources outside
the trust for the foreseeable future and will contribute some amounts in excess of the pay-go-benefit in the
amounts provided by the Township).

Scenario 2: Alternate -- Assumes an across the board reduction in benefits of 5%; contributions (as
provided by the Township) in excess of pay-go amounts for the next 5 years and paying some benefits from
the trust after 5 years (initial amount is the amount of benefits in excess of $9.8 million, adjusted
annually).

‘G RS Retirement 2/27/2019 2
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Waterford Township Retiree Health Trust Projections
Based on the December 31, 2016 Actuarial Valuation

Comments

Comment 1 — Projection results are based on assumptions and methods disclosed in the December
31, 2016 actuarial valuation. Future employer contribution amounts were provided by the Township.

Comment 2 —Both Retirement Systems adopted new assumptions effective for the respective
December 31, 2017 pension funding valuation. We expect the Retiree Health Trust Board to adopt
those assumptions for use with the December 31, 2018 Retiree Health Trust funding valuation.
Projection results will be different under the different sets of assumptions.

Comment 3 —Asset values are based off the starting valuation as of December 31, 2017. No actual
market experience after December 31, 2017 has been reflected in the assumptions.

Comment 4 —The alternate projection scenario shows the estimated projection results if future
benefits are reduced 5% across the board. This is a general reduction and not determined by any
specific change in benefits. In order to achieve this reduction, the Plan Sponsor would need to adopt
benefit changes.

Comment 5 — Calculations are based upon assumptions regarding future events, which may or may
not materialize. They are also based upon present and proposed plan provisions that are outlined in
the report. If you have reason to believe that the assumptions that were used are unreasonable, that
the plan provisions are incorrectly described, that important plan provisions relevant to this proposal
are not described, or that conditions have changed since the calculations were made, you should
contact the authors of this report prior to relying on information in the report.

Comment 6 — If you have reason to believe that the information provided in this report is inaccurate,
or is in any way incomplete, or if you need further information in order to make an informed decision
on the subject matter of this report, please contact the authors of the report prior to making such
decision.

Comment 7 — No statement in this report is intended to be interpreted as a recommendation in favor
of the changes, or in opposition to them.

G RS Retirement 2/27/2019 5
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Waterford Township Retiree Health Trust Projections
Based on the December 31, 2016 Actuarial Valuation

Comments (Concluded)

Comment 8 — The reader of this report should keep in mind that actuarial calculations are
mathematical estimates based on current data and assumptions about future events (which may or
may not materialize). Please note that actuarial calculations can and do vary from one valuation year
to the next. As a result, the cost impact of a benefit change may fluctuate over time, as the

demographics of the group changes.

Comment 9 — This report is the result of 1) the development of a projection tool that allows GRS to
vary certain inputs and shows projected results; 2) live scenario testing with the Township and certain
Township advisors; and 3) certain decisions made during the live scenario testing.
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Altachment 6a

Charter Township of Waterford
Corrective Action Plan for Other Postemployment Benefits Plan

3. Description of Prior Actions

System Design Changes

The Charter Township of Waterford (the “Township”) has been negotiating with its bargaining units to close
the other postemployment benefits (OPEB) plan to new hires and instead make them eligible for retiree
health savings accounts. The OPEB plan was closed to general new hires as of 1/1/2016. For fire, the plan was
closed to new hires as of 2/1/2012 and for dispatch, it was closed to new hires as of 7/4/2016. The only unit
whose new hires are still eligible for the plan is police. The Township is currently in negotiations with that
union group.

Additional Funding
In addition to funding benefit payments on a pay-as-you-go {paygo) basis, the Township has set aside an
additional amount for OPEB each year beginning in 2000. A trust was created in 2008 and the contributions
for that year (including all amounts set aside since 2000) was $5,671,874. Since 2008, the Township has made
the following contributions to the trust:

2009  $33,500

2010 33,600

2011 29,200

2012 26,100

2013 34,300

2014 76,200

2015 535,000

2016 802,538

2017 851,400

2018 1,258,200

The Township has never made a withdrawal from the trust. As of 12/31/2018, total assets in the trust were
$13,729,495.

Other Considerations

A portion of the OPEB liability can be attributed to the employees of the Water and Sewer Fund, an
enterprise Fund of the Township. It is estimated that the Township can use the resources of this fund to pay
for 8-10% of the total OPEB costs. This has been factored into the prospective actions section below.

The Township has also made many plan design changes over the past 5 to 6 years including but not limited to
changing to Medicare Advantage for retirees, changing to the Medicare Advantage Part D for prescriptions
for retirees, and retiree health care mirroring.



4. Description of Prospective Actions

System Design Changes

The Township has formed a committee of elected officials, management, and third-party consultants to
identify and analyze potential system design changes. The third-party consultants include benefits
consultants, the Township’s auditors, and our actuary. The committee has been meeting since December
2018. While it is too soon to disclose any planned changes, the Township is confident that significant cost-
saving opportunities will be identified in the coming months. The Township will then pursue an
implementation plan, including collective bargaining, when required.

The committee is also exploring revenue-generating options that would create additional resources that
could be used for OPEB.

Additional Funding

The Township has worked with our actuary to devise a funding plan that achieves a 40% funding level within
the next 30 years (Please see Attachment 2a. For purposes of the CAP, the Township is choosing to follow
the second scenario laid out in this attachment). To the extent it is financially feasible, the Township will
continue to make benefit payments on a paygo basis while making additional funding contributions to the
trust. The projected contributions for the next six years are as follows:

2019  $2,006,400
2020 1,031,250
2021 850,000
2022 750,000
2023 500,000
2024 100,000

The Township went to great lengths to ensure the projected contributions were financially feasible and
consistent with the projections prepared by our budget department (See Attachment 6b for the Township’s
projection of the General, Police and Fire Funds. Additional OPEB contributions will be made by the Library,
Parks and Recreation, and Water and Sewer Funds). As the paygo benefits increase, the Township is forced to
reduce the additional funding contributions. For the years 2025-2041, the projected benefit payments are
expected to exceed the Township resources available, so a portion of benefit payments are projected to be
paid from the trust, but the trust assets are never fully depleted. It is projected that in 2042, benefit
payments will subside to an amount that can be paid by the Township without using trust assets. At that
time, the Township will resume making additional funding contributions to the trust. It is projected that by
the end of 2048, the OPEB plan will be 43% funded.

The only projected change in the expenses/liability is an overall 5% reduction. The Township believes that
this is a very conservative estimate based on the options being explored by the committee described above.
Given the options identified by the committee are still being evaluated, the Township thought it was
appropriate to include only a conservative estimate at this time. Details of the proposed decreases are not
included in the CAP as they are subject to collective bargaining. Negotiations with certain units are currently
underway and potential changes to other groups will be subject to future negotiations. The Township has
chosen not to supply those details at this time to maintain the integrity of the bargaining process.



8L6‘L1L $ 09zZ‘CL $ Lg€CL $ siLs‘CL $ 1seCL $

09Z°2Z1L L€€21 G152l LGETL 18S°ElL

(Zve) (£2) (821) ol (og2't)

G6'8S 091°/S £€/°GS #Z8°€S 8Z6'vi

z6 vel 4} Zel Z61

0£9'9 ¥G'9 02€'9 0009 -

00Z 0G1 00l - -

0St'L 0SP'L 009'L 0St'L g9/

oSy 009 00. Gs8 G9G

‘9 119'9 A GGe'9 002'9

GS6'Z £88'C z18'C vrl'T 119'C

0S.'L 0LL'L 029'L 09l 165'L

109 189 Gz8 Gl -

GlLo's IS1°L 905‘9 1809 IEL'S

€z8'c G/9'c 00G'E L22'e G/L'E

04G'€ oop'e Goe'e 192'¢ zLL'e

69622 ezL'ee 689'L2 Al 8v8'02

£09'8G €80°/S GGG'GS 896°€S 869°c

/012 Gs0'C G00°C 9561 606°L

19G 6G 9gs zzs €es

z8l r4:]) r4s]) z81 8zl

L0G‘} PPl 8zl ¥6e'l 09¢'L

ovL'ZL LLL'ZL 229°'LL 860°L 1L 66501

688'9 12L'9 155'9 16E'9 LrZ'9

evb's ovb's gev'e och's vEP'E

GBS 085 996 z85 6ES

169'9 £65'9 00%'9 LEZ'9 -

r0‘Le ¢ 16502 ¢ 60L'02 $ 0856l $ gs6'8l $
2202 1202 0202 6102 (1s9) 81,02

synsai bupesedo ainjny pejosloid
(siejjop jo spuesnoy} uj aie spunowe jje) ad1j0d pue ‘aii4 ‘|eJauss pauiquiod

diysumo] piopayepn

Jeaf jo pu3 - aouejeg pun

JeaA jo Buiuuibag - aouejeg pun4

snjding (jleppioys)

sainjipuadxas [ejo |

29ueNssI/a2IAIeS 199

sesuadxs Ajejes alqnd jeuonippy
[o0d J0JOIN

uofonsuog/Aepno jeyiden
(Peyeu) spuny Jayjo o} siejsuel |
s)s09 Bunesado Jayyo ||y

$]1S09 [suuosJad Jayjo ||y

vOld

uonnqguuod g3d40
aouelInsul yjesy salney
uswaley

aouelnsul yjjesH
sebem pue sollejeg
sainjipuadxgy

enuaAal [ejo |

anusAal Jay0
sjuswissesse [eloadg
aWOodU| JUBW)SBAU|
$8.n}I8}l0} pue saul
80IAIes Joj sabieyn
sjuelb pue snusasl paleys aje}s
sjuelb |jesepo
s)jwled pue sesusol
avs Ayeyes o1gnd panoidde wouy snusrey
saxe} Auadold
anuaAay

Q9 juswydeny



	Waterford Township Signed CAP for Retiree Health Care 3-25-19
	Clerk Memo Attesting PA 202 CAP Approved @ 3-25-19 Mtg
	Waterford Township Signed CAP for Retiree Health Care 3-25-19

