Municipal Stability Board

REGULAR MEETING

Wednesday, February 20, 2019 at 10:00 a.m.
Austin Building
State Treasurer’s Boardroom
430 W. Allegan Street
Lansing, M|l 48922

I. Call to Order
A. Roll Call
B. Approval of January 16, 2019 Minutes

Il. Public Comment

A. 2 minute limit

1l. Correspondence

A. Treasury Update
IV. Old Business

V. New Business

A. Receipt of Corrective Action Plans:
i. Alger County Road Commission

i. Benzie County
ii. Benzie County Road Commission
iv. Cass County Road Commission
v. City of Eastpointe

vi. Flint Charter Township

vii. City of Gibraltar

viii. Gladwin County Road Commission (2 systems)
ix. Lake County Road Commission (2 systems)
x. Village of Lexington

xi. Luce County Housing Commission



Xii.

Xiii.

Xiv.

XV.

XVi.

XVii.

XViil.

XiX.

Mecosta County Road Commission
Metamora Township (2 systems)
Monroe County Road Commission
Mt. Morris Charter Township

City of North Muskegon

Oceana County Road Commission
Village of Ontonagon

Pathways Community Mental Health (2 systems)

B. Approvals and Disapprovals of Corrective Action Plans (Resolution 2019-4)

Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.

XVii.

City of Battle Creek

City of Benton Harbor

Bloomfield Township Public Library

Capital Area Transportation Authority

City of Center Line (2 systems)

Community Mental Health Authority of Clinton, Eaton, Ingham Counties
City of Crystal Falls

City of Dearborn Heights

Eastern Upper Peninsula Transportation Authority
City of Essexville

Jackson District Library

Lansing City Housing Commission

Marquette County Road Commission (2 systems)
Michigan Works! Region B Consortium

Montcalm County Road Commission (2 systems)
City of Montrose

City of Mount Clemens



VL.

VIL.

VIIL.

XViii.

XiX.

XX.

XXi.

XXii.

XXiii.

XXiV.

XXV.

XXVi.

XXVii.

Ontonagon County Road Commission

Otsego County Road Commission (2 systems)
Ottawa County Road Commission

Presque Isle County Road Commission

City of Riverview

Saginaw City Housing Commission (2 systems)
Saline Area Fire Department

City of Taylor (3 systems)

Wayne County Airport Authority

West Iron County Sewer Authority

C. Public Act 202 of 2017 Corrective Action Plan Noncompliance (Resolution 2019-5)

Public Comment

A. 2 minute limit

Board Comment

Adjournment



Municipal Stability Board Minutes

Wednesday, January 16, 2019 at 10:00 a.m.
Richard H. Austin Building
State Treasurer’s Boardroom
430 W. Allegan Street
Lansing, M| 48922

CALL TO ORDER

Chairman Eric Scorsone called the meeting to order at 10:00 a.m.

ROLL CALL

Members Present: Three
Eric Scorsone

Daryl Delabbio

Barry Howard

Let the record show that three Board members eligible to vote were present. A quorum
was present.

APPROVAL OF MINUTES

Motion was made to approve the minutes regarding the December 19, 2018 board
meeting.

Motion moved by Barry Howard and supported by Daryl Delabbio, the Board
unanimously approved the November 14, 2018 meeting minutes. 3 ayes, 0 nays.

PUBLIC COMMENT

e No public comment.

CORRESPONDENCE

e Nick Brousseau presented the Treasury updates, a draft of the CAP Approval
Resolution, a draft of the CAP Disapproval Resolution and a Corrective Action
Plan Withdrawal Request from Flint Charter Township.

o Barry Howard discussed the approval and disapproval process for
corrective action plans, and potential process changes. Eric Scorsone
noted they would take it under advisement.



NEW BUSINESS

APPROVAL OF UPDATED BYLAWS (RESOLUTION 2019-1)

Eric Scorsone asked if there are any comments, corrections or questions from the
Board regarding the updated bylaws (Resolution 2019-1). Barry Howard made a
comment about amendments to the bylaws once they are approved. Eric Scorsone
said they would take it under advisement.

Motion was made to approve the updated bylaws (Resolution 2019-1).

Motion moved by Barry Howard and supported by Daryl Delabbio, the Board
unanimously approved the updated bylaws (Resolution 2019-1). 3 ayes. 0 nays.

RECEIPT OF CORRECTIVE ACTION PLAN EXTENSION REQUESTS

Nick Brousseau provided the Board with the following Corrective Action Plan Extension
Request:

e Monroe County Road Commission

Motion was made to receive the Monroe County Road Commission Corrective Action
Plan Extension Request.

Motion moved by Daryl Delabbio and supported by Barry Howard, the Board
unanimously approved the Corrective Action Plan Extension Requests. 3 ayes. 0 nays.

RECEIPT OF 34 CORRECTIVE ACTION PLANS FROM 27 LOCAL UNITS

Nick Brousseau provided the Board with the following 34 Local Units’ Corrective Action
Plans:

Michigan Works! Region B Consortium

City of Benton Harbor

City of Battle Creek

Wayne County Airport Authority

City of Riverview

Saginaw City Housing Commission (2 systems)
Otsego County Road Commission (2 systems)
City of Mount Clemens

Saline Area Fire Department

Community Mental Health Authority of Clinton, Eaton & Ingham Counties
City of Essexuville

City of Dearborn Heights

West Iron County Sewer Authority

Eastern Upper Peninsula Transportation Authority
Marquette County Road Commission (2 systems)
City of Taylor (3 systems)



Presque Isle County Road Commission
City of Montrose

City of Crystal Falls

Bloomfield Township Public Library
Ottawa County Road Commission
Montcalm County Road Commission (2 systems)
Lansing City Housing Commission
Capital Area Transportation Authority
City of Centerline (2 systems)

Jackson District Library

Ontonagon County Road Commission

Motion was made to receive the 34 Local Units’ Corrective Action Plans.

Motion moved by Barry Howard and supported by Daryl Delabbio, the Board
unanimously received the Corrective Action Plans. 3 ayes. 0 nays.

APPROVALS AND DISAPPROVALS OF CORRECTIVE ACTION PLANS

(RESOLUTION 2019-2)

Nick Brousseau was asked to review the 35 Treasury recommendations for approval or
disapproval of the Corrective Action Plans (Resolution 2019-2) with the Board. Mr.
Brousseau highlighted the local units that Treasury felt partially met the Board'’s criteria
as well as local units that did not meet the Board’s criteria. Mr. Brousseau addressed
questions from the Board.

City of Hastings (Approved)

Village of Union City (Approved)

City of Davison (2 systems) (Approved)

Interurban Transit Partnership (2 systems) (Approved)
Luce County Road Commission (2 systems) (Approved)
Mackinac County Road Commission (Approved)

City of New Baltimore (Approved)

City of Warren (2 systems) (Approved)

Newaygo County Road Commission (Approved)

City of Oak Park (2 pension systems) (Approved)
City of Oak Park (3 OPEB systems) (Disapproved)
St. Clair County Road Commission (Approved)

City of Milan (Approved)

Ypsilanti Community Utilities Authority (Approved)
Charter Township of Redford (2 systems) (Approved)
City of Highland Park (3 systems) (Disapproved)

City of Lincoln Park (3 systems) (Approved)

City of Wayne (2 systems) (Approved)

City of Woodhaven (Approved)

City of Wyandotte (Approved)

Grosse Ponte Clinton Refuse Authority (Approved)
Cadillac City Housing Commission (Disapproved)



A motion was made to approve the Approvals and Disapproval of Corrective Action
Plans (Resolution 2019-2).

Motion made by Barry Howard and supported by Daryl Delabbio, the Board

unanimously approved the Approvals and Disapprovals of Corrective Action Plans
(Resolution 2019-2). A voice vote was made with 3 ayes and 0 nays.

PUBLIC COMMENT

No public comment.

BOARD COMMENT

No comments from the Board.

NEXT MEETING

Next regular meeting will be on February 20, 2019 at 10:00 am.

ADJOURNMENT

Motion made to adjourn. Motion moved by Barry Howard and supported by Daryl
Delabbio, the Board unanimously approved the motion to adjourn. 3 ayes. 0 nays,

There being no further business, the meeting adjourned at 10:31 a.m.



P.A. 202 of 2017 Status Update from Treasury

Table 1: PA 202 of 2017 Corrective Action Plan

As of 2/15/2019

Review FY 2017

PA 202: Corrective Action Plan Analysis FY 2017

CAP Submission Status CAP Approval Status
LOC.I{\YLPl;NIT Required Submitted Reviewed Approved Disapproved Split |Noncompliant
NON-PRIMARY 109 45 (41%) 27 (24%) 24 (89%) 2 (7%) 1 (4%) 11 (10%)
PRIMARY 106 81 (76%) 67 (63%) 57 (85%) 9 (13%) 1(1%) 11 (10%)
TOTAL 215 126 (58%) 94 (44%) 81 (86%) 11 (12%) 2 (2%) 22 (17%)
Table 2: Corrective Action Plan Review Schedule
PA 202: Corrective Action Plan Review Schedule
Tentative Month of Corrective Action Plan Review

LOCAL UNITTYPE February March April May June July August | Total
NON-PRIMARY 17 9 3 40 8 5 1 83
PRIMARY 10 8 4 11 8 4 45
TOTAL 27 17 7 51 16 9 1 128

Corrective Action Plan Monitoring Update:

Approximately 180 days from the date that the local unit receives notification of approval of their

corrective action plan, Treasury will send the local unit the letter referenced as Attachment 1. This
letter will inform the local unit that pursuant to Section 10(5) of Public Act 202 of 2017, they have
reached the 180-day deadline to begin implementing the actions listed in their approved corrective

action plan.

o They are also informed that additional detail regarding the monitoring process is
forthcoming, but that it is strongly recommended that the local unit begin the process of
compiling supporting documentation to show they are implementing their corrective action

plan and making progress towards their funding status.
Treasury would like to convene a workgroup with the Municipal Stability Board to develop the

corrective action plan monitoring process in late spring/early summer.

o Itis expected that the monitoring process will need to be more aggressive as corrective
action plan approvals have tended to be broader in scope.




Attachment 1

STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

February 15, 2019

Corrective Action Plan(s):
Implementation Deadline
Fiscal Year: 2017
Municipality Code: XXXXXXX

Sent Via Email
Local Unit Name
Email

Re: Corrective Action Plan(s)
Dear Administrative Officer or Designee:

This is a reminder that you have reached the 180-day deadline to begin
implementing your corrective action plan(s) for all applicable retirement systems.

Pursuant to Section 10(5) of Public Act 202 of 2017 (the Act), local units have up fo 180
days after the approval of a corrective action plan to begin implementation to address
their underfunded status.

Please note, the Municipal Stability Board (the Board) is required to monitor your
compliance with the Act and your corrective action plan [Section 10(6)]. Information
about the monitoring process is forthcoming. We strongly recommend that you begin
the process of compiling supporting documentation to show that you are
implementing your corrective action plan and making progress towards your
funding status.

Reminders (Pursuant to the Act):

e Your approved corrective action plan must be posted publicly on your website or
in a public place. While this approved corrective action plan is in effect for
your local unit, you are not required to submit an additional corrective
action plan for this system.

e You are required to continue to file the Form 5572 Retirement System Annual
Report annually, which is due six months after the end of your fiscal year.

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury
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Thank you for your commitment to fiscal stability and continued compliance with the Act.
More information regarding the monitoring process will forthcoming at
Michigan.gov/LocalRetirementReporting.

If you have any questions, please email our office at
LocalRetirementReporting@michigan.gov or visit
Michigan.gov/LocalRetirementReporting.

Sincerely,

Michigan Department of Treasury
Local Retirement Reporting Team

P.O. BOX 30728 ¢« LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury
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4425 (Rev. 01-19)

STATE OF MICHIGAN

GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER
DATE: February 20, 2019
TO: The Municipal Stability Board (the Board)

FROM: Community Engagement and Finance Division, Department of Treasury

SUBJECT: Receipt of Corrective Action Plans

Suggested Action: The Board motions to receive the following corrective action plans, which

will be considered at their next scheduled meeting:

. Alger County Road Commission

a. OPEB: Alger CRC

Benzie County
a. Pension: Municipal Employee’s Retirement System of Michigan

Benzie County Road Commission
a. Pension: MERS

Cass County Road Commission
a. OPEB: Cass County Road Commission Retiree Health Care Trust

City of Eastpointe
a. Pension: MERS-EASTPOINTE

Flint Charter Township
a. OPEB: Flint Township Retiree Medical Plan

City of Gibraltar
a. OPEB: City of Gibraltar Retiree Medical Plan/Trust

Gladwin County Road Commission
a. Pension: Municipal Employees Retirement (MERS) of Michigan
b. OPEB: OPEB

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury
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9. Lake County Road Commission
a. Pension: Lake County Road Commission
b. OPEB: MERS of Michigan

10. Village of Lexington
a. OPEB: Retiree Healthcare Plan

I1. Luce County Housing Commission
a. Pension: MERS

2. Mecosta County Road Commission
a. OPEB: Road Commission Group Health Insurance

3. Metamora Township
a. Pension: MERS
b. OPEB: Blue Cross Blue Shield

4. Monroe County Road Commission
a. Monroe County Road Commission Retiree Health Care Plan

I5. Mt. Morris Charter Township
a. Pension: MERS — Mt. Morris Township

6. City of North Muskegon
a. OPEB: North Muskegon Retiree Healthcare Plan Trust

7. Oceana County Road Commission
a. OPEB: OPEB

I8. Village of Ontonagon
a. Pension: Village of Ontonagon MERS

9. Pathways Community Mental Health
a. Pension: PWCMH Defined Benefit MERS Retirement Plan
b. OPEB: PWCMH Retiree Health Care Trust Fund

Corrective Action Plan Review: Following receipt of these corrective action plans, the
Board shall approve or reject each corrective action plan within 45 days. The Board will vote
on these corrective action plans at their next scheduled meeting.



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.

MUNICIPALITY INFORMATION By L L
Local Unit Name: _Alger County Road Commission Six-Digit Muni Code: 020100

Retirement Health Benefit System Name; Alger CRC
Contact Name {Administrative Officer);_James Gariepy
Title if not Administrative Officer: _Finance Director

Email: acrc@jamadots.com Telephone: {906) 387-2042

2. GENERAL INFORMATION e ‘ '

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(l) 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:

(i) 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 |5 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,

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.

3. DESCRIPTION OF PRIOR ACTIONS
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Category of Prior Actions:

[X] 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 7a1. Mers Retiree Health Trust Resolution.

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 fune 23, 2016. The local unit of government has adopted a policy to change its funding methodology frorn Pay-
Go to full funding of the Annual Required Contribution (ARC). Additionally, the local unit has committed to contributing $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.

On December 3, 2018 ACRC approved the expense to have an OPEB actuarial done by Watkins Ross. On January
14, 2019 the ACRC board passed a resolution to implement the MERS(RHFV) Trust. ON February 4, 2019 the board
approved $40,000.00 to be put into MERS(RHFV) Trust. $20,000.00 for 2017, & $20,000.00 for 2018.Also, at the
meeting the board made resolution, to reach 40% OPEB funding by 2047, and to continue to pay retirees premium
payments according to union contract,

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 2015, Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

The information on the 2017 Form 5572 was taken from our audit. After looking the data, | found the data on audit was
incorrect, The Auditor suggested we get actuarial done and we did. The 2018 OPEB Report shows a more realistic
number, and it has dropped our Liability in the process, On February 4, 2019 the board made a resolution to be at
least 40% funded in 2047. Each year they will look at the actuarial OPEB report and make payment.

4, DESCRIPTION OF PROSPECTIVE ACTIONS

The corrective action plan allows you to submit a plan of prospectwe actions which are separated into three categorles
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, eligibilicy
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 andlysis that indicates the system would be 40% funded by fiscal year 2020 if
these changes were adopted and implemented by fiscal year 2019,

Qur current union contract goes until June 30, 2020. During negotiations the board will look at ways to drop the OPEB
Liability.

[] 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.

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-doilar amortization method over a closed period of 10 years. This will allow the
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 13.

ACRC will make a payment of $40,000.00 into the MERS Trust, this is above the 30year expectation. This.includes
$20,000.00 for 2017 & $20,000.00 for 2018. A copy of the resolution for payment will be included. The Road
commission currently only has 3 retirees on health care, and we don't anticipate more then 3 at any time,
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Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert locaf unit name) Alger County Road Commission
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

] 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 22" 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 l[ocal 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)

[] 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 Qther documentation, not categorized above
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7. CORRECTIVE ACTION PLAN CRITERIA e ot e i
Please confirm that each of the four corrective action plan crlterla Ilsted below have been satlsﬁed when submlttlng
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 (seg CAP criteria issued by the Board)?

Xl Legal and Feasible Does the corrective action plan follow all applicable laws? Are
g p PP
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 _ N N
I, Robert L. Lindbeck , as the government's administrative officer (insert title)
Engineer/Manager (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.

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

The Alger County Road Commissicn (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2047 as demonstrated by required supporting
documentation listed in section 6,

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

[C]1 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 é.

Signature Date
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Michigan Department of Treasury
5598 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

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

I. MUNICIPALITY INFORMATION

Local Unit Name: Benzie County Six-Digit Muni Code: 100000
Defined Benefit Pension System Name: Municipal Employee's Retirement System of Michigan
Contact Name (Administrative Officer):;_Mitchell Deisch

Title if not Administrative Officer: County Administrator

Email: mcutler@benzieco.net Telephone: (231) 882-0035

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 10% 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 netification to submit a corrective action
plan to the Municipal Stability Board (the Board). The Board may extend the [80-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(1) of PA 202 of 2017 (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 60% 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 defined benefit pension systems will be less than 10% 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
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Pension 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: Foliowing 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;

(i) Closing the current defined benefit plan.

(i) Implementing a multiplier limit.

(i) Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

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. DESCRIPTIONS 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.
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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 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.

Category of Prior Actions:

[0 System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January 1, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

[ Additional Funding — Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January 1, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025. Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page 13.

The information provided on the Form 5572 used information from the prior year 2016 Audit. Attached is
an updated Form 5572 using Audited 2017 numbers that shows our funded ratio of 64.1%.

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
additional actions the local government is planning to implement 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: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
multiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 20189.

O Additional Funding - Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025.
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional
contribution.

X] 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 pension
liability using a level-dollar amortization method over a closed period of 10 years. This will allow the retirement
system to reach a funded status of 62% by 2022 as shown in the attached actuarial analysis on page 13.

The information provided on the Form 5572 used information from the prior year 2016 Audit. Attached is
an updated Form 5572 using Audited 2017 numbers that shows our funded ratio of 64.1%.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Benzie County
to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to
your long-term budget forecast?

Yes
O 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. [f 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 Form (Required)
Attachment — la Documentation from the governing body approving this

Corrective Action Plan (Required)

[0 Attachment —2a An actuarial projection, an actuarial valuation, or an
internally developed analysis, which illustrates how and
when the local unit will reach the 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act. (Required)

O 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).

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

[0 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 60%
funded ratio? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than |0 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 annual required contribution payment for the pension
system 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
| _Gary Sauer , as the government’s administrative officer (enter title)

County Commissioner - Chairman (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.

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

The Municipal Employee's Retirement System  (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 2016 as demonstrated by required supporting documentation
listed in section 6.

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

[0 The ARC for all of the defined benefit pension retirement systems of (Insert local
unit name) will be less than 10% of the local unit of government’s annual governmental fund revenues by Fiscal
Year as demonstrated by required supporting documentation listed in section 6.

Signature _ . Date 02/12/2019
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Michigan Department of Treasury
5598 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:
Defined Benefit Pension Retirement Systems

Issued under authority of Public Act 202 of 2017.

I. MUNICIPALITY INFORMATION

Local Unit Name: Benzie County Road Commission Six-Digit Muni Code: _100100

Defined Benefit Pension System Name: MERS
Contact Name (Administrative Officer):_Jennifer L Kolinske

Title if not Administrative Officer: Financial Manager

Email: bcreclerk@benzieroad.org Telephone: (231) 325-3051

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 10% 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). 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(1) of PA 202 of 2017 (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 60% 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 defined benefit pension systems will be less than 10% 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 Systemm Name (e.g. Corrective Action Plan-2017, City of Lansing, Employees’ Retirement System
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Pension 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:

(i) Closing the current defined benefit plan.

(i) Implementing a multiplier limit.

(iif) Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

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 |5 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. DESCRIPTIONS 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.
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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 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.

Category of Prior Actions:

System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January 1, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

Employees hired after July 1, 2011 are enrolled in our Hybrid Plan with a 1% multiplier. Employees hired prior to July
1, 2011 have a B2 plan with a 2% multiplier.

Additional Funding - Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January I, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025. Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

Oct 2016 to Sept 2018 we contributed an additional $15,000 per month over and above our required minimum
contribution. Starting Oct 2018 we raised this amount to $16,000 per month. December 2017 we added a "surplus"
division with a contribution of $86,647. If our budget allows for it we plan to continue to contribute future MDOT audit
refunds as well as MCRCSIP refunds to this division.

[] 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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page 13.

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
additional actions the local government is planning to implement 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:

[0 System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
multiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 2019.

Additional Funding — Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 6 1% by 2025.
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional
contribution.

Starting Oct 2019 we will contribute and additional $20,000 ($4,000 increase) per month over and above our required
minimum contribution. In FY 2019 we will contribute an additional $84,007 to our MERS "surplus" division. These
funds are a refund from our MDOT FY 2017 Audit.

] 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 pension
liability using a level-dollar amortization method over a closed period of 10 years. This will allow the retirement
system to reach a funded status of 62% by 2022 as shown in the attached actuarial analysis on page 13.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Benzie County Rd Commission
to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to
your long-term budget forecast!?

Yes

0 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 Form (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 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act. (Required)

[0 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 60%
funded ratio? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than 10 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 annual required contribution payment for the pension
system 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

| Jennifer L. Kolinske , as the government’s administrative officer (enter title)

Financial Manager (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.

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

The MERS (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 2023 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 defined benefit pension retirement systems of (Insert local
unit name) will be less than 10% of the local unit of government’s annual governmental fund revenues by Fiscal
Year as demonstrated by required supporting documentation listed in section 6.

Signature Jedjer £ Roliuske Date 02/15/2019
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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: Cass County Road Commission Six-Digit Muni Code: 140100
Retirement Health Benefit System Name: Cass County Road Commission Retiree Health Care Trust

Contact Name (Administrative Officer); Steve Lucas

Title if not Administrative Officer: Manager/CEOQ
Email: slucas@casscoroad.com Telephone: (269) 445-8611

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 |80-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(1) 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:

(i) 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 |5 days provide naotification 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 muitiple 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 resufted 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.

The Road Commission Board passed new policy to stop stipend payments to retirees who were hired after October
2017. The road commission also adjusted the life insurance policy which reduced the cost and also changed coverage
to stop at age 70 for all retired employees. This and prior years changes has reduced the number of covered retirees
since our last evaluation in 2016. All employees participate in premium share to help alleviate the cost. attach: A-1

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 qudlified 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
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.

The road commission has set up a Trust for health care benefits which we will contribute to yearly to obtain level
requirements. attachments: A-2

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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

September 30, 2018 the Road Commission had our auditors Rehmann Robson do a actuarial valuation. The
valuation showed a reduction in our retiree health liability from our 2016 evaluation. Attachments: A-3

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.

Union negotiations will take place in 2020 and we are willing to evaluate our contract during negotiations and make
necessary changes to reduce the OPEB liability and increase funding percentage.

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.

The Board will consider a lump sum contribution each year into the Cass County Road Commission Retiree Health
Care Trust after reviewing the year-end budget to accelerate the funding status to reach a 40% funded level before the
time line given by the Michigan Department of Treasury.

[0 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-doliar amortization method over a closed period of 10 years. This will allow the
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page I3.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Cass County Road Commission
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

O 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)

[0 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

[0 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

|, _Steve Lucas , as the government’s administrative officer (insert title)

Manager/CEO (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.

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

The Cass Cty Rd Comm Retiree Health Trust (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2044 as demonstrated by required supporting
documentation listed in section 6.

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

[0 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.

74
Signature ./ éu-é_ <2, Date - /4/~ /9
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Michigan Department of Treasury
5598 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

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

I. MUNICIPALITY INFORMATION
Local Unit Name: CITY OF EASTPOINTE Six-Digit Muni Code: _502020

Defined Benefit Pension System Name: MERS-EASTPOINTE

Contact Name (Administrative Officer): RANDALL BLUM

Title if not Administrative Officer: FINANCE DIRECTOR
Email:_rblum@eastpointecity.org Telephone:_(586) 204-3040

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 10% 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). 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(l) of PA 202 of 2017 (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 60% 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 defined benefit pension systems will be less than 10% 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
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Pension 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:

(i) Closing the current defined benefit plan.

(i) Implementing a multiplier limit.

(i) Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

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 |5 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. DESCRIPTIONS 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.
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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 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.

Category of Prior Actions:

System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January |, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

The system's multiplier for current employees as of January 1, 2013 was lowered as follows; General employees
reduced from 2.8X to 1.0X, Police employees was reduced from 2.8X to 1.8X and Fire employees were reduced from
2.8X to 2.0X with an employee contribution of 5% of payroll. All new hires receive a1.0X. One page 14 of the actuarial
valuation, it shows our funded ratio will be 60% by fiscal year 2026.

Additional Funding — Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January I, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025, Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

The City of Eastpointe made an additional payment of $2,000,000 to MERS above of actuarially determined
contribution on December 19, 2018 and made an early payment of $1,897,962 to MERS toward our fiscal year
actuarially determined contribution on December 27, 2018. The additional contribution will increase the system's
funded ratio to 60% by 2025. MERS payment history is included.

[C] 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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page I3.

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
additional actions the local government is planning to implement 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: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
multiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 2019.

The city is investigating the impact of a closure of the pension system when contracts expire on June 30, 2020. We
have not yet obtained an actuarial valuation from MERS for the improvement to our unfunded liability of this type of
change.

Additional Funding - Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025.
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional
contribution.

PA 545 of 2018 as amended now allows issuance of pension obligation bonds by A rated communities. Eastpointe
has an A+ rating and will avail themselves of this solution, if necessary, to achieve the desired funding level of 100%.

[X] 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 pension
liability using a level-dollar amortization method over a closed period of 10 years. This will allow the retirement
system to reach a funded status of 62% by 2022 as shown in the attached actuarial analysis on page I3.

At the February 2, 2019 Council meeting the City Council is looking at establishing a legacy commission to review
potential pension changes with all stakeholders. Retirees, active employees, resident taxpayers, business taxpayers
and Council will all be represented and have input into any solutions.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) CITY OF EASTPOINTE
to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to
your long-term budget forecast?

Yes
0 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 Form (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 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act. (Required)

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).

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

[0 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

[0 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 60%
funded ratio? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than 10 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 annual required contribution payment for the pension
system 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
| RANDALL BLUM , as the government’s administrative officer (enter title)

FINANCE DIRECTOR (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.

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

The MERS-EASTPOINTE (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 2026 as demonstrated by required supporting documentation
listed in section 6.

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

[J The ARC for all of the defined benefit pension retirement systems of (Insert local
unit name) will be less than 10% of the local unit of government’s annual governmental fund revenues by Fiscal
Year as demonstrated by required supporting documentation listed in section 6.

Signature ’ZA(//J:—Z—’/——*—?. Date /-/E-2o| 9
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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: Charter Township of Flint Six-Digit Muni Code: 251070

Retirement Health Benefit System Name: Flint Township Retiree Medical Plan
Contact Name (Administrative Officer):_Karyn Miller
Title if not Administrative Officer: _Township Supervisor

Email: kmiller@flEntfownship.org Telephone:_(810) 600-3211

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(1} 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). Treaéury 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:

(i) 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:

[X] 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 bargdining agreement for each
class of employee. On January 1, 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
heaithcare. 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.

O 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
annually, in addition to the ARC for the next five fiscal years. The additional contributions will increase the retirement system’s
firnded 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.

[ 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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

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:

X! 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 Jocal unit will seek to align benefit levels for the ret;red 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.

Flint Township is currently negotiating with all our collective bargaining units for all new hires after 1/1/19 to waive
retiree health benefits and participate in the Heaith Care Savings Plan (HCSP) we have established with MERS. As
with the HCSP for our patrol officers, Flint Township will contribute 5% of the employee's gross wages to fund the
HCSP and the employee may make veluntary contributions.

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
heaithcare 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 demoanstrating the commitment to contribute the ARC and additional $500,000 for the next five years.

Per the 2017 Supplemental OPEB Valuation in attachment 2a, effective with fiscal year 2019 Flint Township will
contribute $175,000 per year to Flint Township's OPEB Trust in addition to funding the current retiree health insurance
premiums. Per the supplemental valuation, this will allow us to achieve 40% funding in Flint Township's OPEB Trust
within 30 years. This funding is included in Flint Township's 2019 adopted budgets (attachment 4a).

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

Sample Statement: Beginning in fi scal 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
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 13,
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Charter Township of Flint
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
[0 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)
X 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).

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

O 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?
[X] 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, _Karyn Miller , 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.

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

The _Charter Township of Flint (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2049 as demonstrated by required supporting
documentation listed in section 6.

OR, if the local unit is a city, village, township, or county:
[J The ARC for all of the retirement healthcare systems of (Insert

local unit name) will be less than [2% of the local unit of government’s annual governmental fund revenues by
Fiscal Year as demonstrated by required supporting documentation listed in section 6.

Signature lMA U\/\L;O'Q’E‘J\J Date {‘.é’,’ 5 ) LY{
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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.

1. MUNICIPAL _ R
Local Unit Name: City of Gibraltar Six-Digit Muni Code: 822090
Retirement Health Benefit System Name:_City of Gibraltar Retiree Medical Plan/Trust
Contact Name (Administrative Officer): Derek Thiel

Title if not Administrative Officer; _City Administrator

Email: dthiel@cityofgibraltar.net Telephone: {734) 676-3900

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 shail determine the components
of the corrective action pian. 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 loca! 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. [0(1) 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 ina 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 2% of annual
governmental fund revenues, as defined by the Act. Supporting documentation for the funding ratio andfor 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 L ocalRetirementReporting@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
docurnent in addition to all applicable supporting documentation.

The subject fine 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:

(i) Requiring cost sharing of premiums and sufficient copays.
(ify 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 1, 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
hedlthcare. These coverage changes resulted in an improvement to the retirement system’s funded ratio. Please see page 12 of
the attached actuariol analysis that indicates the system is 40% finded as of june 30, 2017

See attachment 5a, section Al.

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 focal unit created a qualified trust to receive, invest, and accumulate gssets for retirement
heatthcare on June 23, 2016. The focal 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 focal unit has committed to contributing $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,

See attachment 5a, Section AZ.

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 201 7 that shows our funded ratio has improved to 42% as indicated on page f3.

See attachment 2a. City of Gibraltar Retiree Medical Plan - Accounting Actuarial Report for the Period Ending June
30, 2018 developed by Watkins Ross.

“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
muitiple divisions, departments, ot 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 fo 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 Jocal unit will seek revised collective bargaining agreemertis
with the Command Officers Assoclation 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% finded by fiscal year 2020 if
these changes were adopted and implemented by fiscal year 2019.

See attachment 5a, Section A1

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 fo receive, invest, and accumulate assets for retirement
healthcare by December 31, 2018. The focal unit of government will adopt a policy to change its fiunding methodology from
Pay-Go to full funding of the Annual Required Contribution {ARC) by December 31, 2018. Additionally, beginning in fiscal year
2019, the focal 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.

See attachment 5a, Section Ad.

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 affow the
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 13.

See attachment 5a, Section A4,
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e applicable answer:

. ieasec th

The City of Gibraltar

Do the corrective actions listed in this plan allow for (insert local unit name)
to malce, 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

[0 Neo
If No, Explain

‘6. DOCUMENTATION ATTACHED TO THIS CORRECTIVE ACTION PLAN - _ ' RS
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 22" 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)

] 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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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 |2 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 welf 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, _Derek Thiel , as the government’s administrative officer (insert title)
City Administrator (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.

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

1 The (insert Retirement Healtheare System Name) will
achieve a funded status of at least 40% by Fiscal Year 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 City of Gibraitar (Insert
local unit name) will be less than 12% of the local unit of government’s annual governmental fund revenues by

Fiscal Year 2018 as d:ﬁted by required supporting documentation listed in section 6.
Signature m ,% w Date Vi /”/" 8
T ’

N\
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Michigan Department of Treasury
5598 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

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

I. MUNICIPALITY INFORMATION
Local Unit Name: Gladwin County Road Commission Six-Digit Muni Code: 260101

Defined Benefit Pension System Name: Municipal Employees Retirement (MERS) of Michigan

Contact Name (Administrative Officer): Heather Cameron
Title if not Administrative Officer: Clerk

Email: hcameron@gladwinroads.com Telephone:_(989) 426-7441

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 10% 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). The Board may extend the |80-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(1) of PA 202 of 2017 (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 60% 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 defined benefit pension systems will be less than 10% 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
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Pension 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 Ts 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 cérrective options as
described in Sec. 10{7) may include, but are not limited to, any of the following: '

(i) Closing the current defined benefit plan.

(i) Implementing a multiplier limit.

(il Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

Implementation: The focal 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. DESCRIPTIONS 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.
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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 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.

Category of Prior Actions:

System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January I, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

July 1, 2012; a new division was opened for all new employees lowering the multiplier from 2.5x to 1.5x. Also
employee contributions were increased from 3% of $4,200 wages - 5% to a flat 5%. Compensation is base wage only.
No OT.

July 1, 2015; we adopted a non-standard compensation definition. Vacation pay is no longer included in the FAC.

X Additional Funding — Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January 1, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025. Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

3b. Extra Payments as follows:

$50,000 per year of 2012, 2013 & 2014; $232,336 Year 2015; $304,505 Year 2016; $719,230 Year 2017;
$518,694.96 Year 2018 (See Spreadsheet);

3c. We have been following the accelerated 10 year contribution plan since 2016.

[0 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 20135. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page 13.

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
additional actions the local government is planning to implement 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: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
multiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 2019,

See Aftached 5a, 5b

X] Additional Funding = Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the focal unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025,
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional

contribution.
See Aftached 3a, 3b, 3c

X] 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 pension
liabifity using a level-dollar amortization method over a closed period of 10 years. This will oflow the retirement
system to reach a funded status of 62% by 2022 ags shown in the attached actuarial analysis on page 13.

See Attached 2a. A projection by MERS from changing our 2.5X multiplier to 2.0X (see attached)

2b Certified reports with 10 Year Projections of Employer Contributions and Funded Ratios showing a funded ratio of
63% in 2019 and a Funded Ratio of 67% by 2029
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Cladwin Co. Road Commission

to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to
your long-term budget forecast?

Yes
0 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 c 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 Form (Required)
X] 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 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act. (Required)

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).

[0 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

O 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 60%
funded ratio? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than |0 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?

[X] Affordability Do the corrective action(s) listed allow the local unit to make
the annual required contribution payment for the pension
system 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
| Heather Cameron , as the government’s administrative officer (enter title)
Clerk (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.

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

The Municipal Employees Retirement of Ml (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 2019 as demonstrated by required supporting documentation
listed in section 6.

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

[0 The ARC for all of the defined benefit pension retirement systems of (Insert local
unit name) will be less than 10% of the local unit of government’s annual governmental fund revenues by Fiscal
Year as demonstrated by required supporting documentation listed in section 6.

semwre MAKN2A._ GOt owe 1-@4-19
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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: Gladwin County Road Commission Six-Digit Muni Code: 260100

Retirement Health Benefit System Name: OPEB
Contact Name (Administrative Officer); Heather Cameron
Title if not Administrative Officer: Clerk

Email: hcameron@gladwinroads.com Telephone:_(989) 426-7441

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 2% 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(1) 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:

(i) 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 |5 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.

All Employees hired after August 19, 2009 will not be eligible for Retiree Health Insurance.
See excerpt from union contract in attachment 6b

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
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.

We have been contributing $25,000 a year since 2012.

See report in 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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

We pay as you go. We will be having an OPEB Study done for 2018.

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 afign 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 heaithcare. 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,

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 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.

We have been making $25,000 payments a year since 2012, We plan plant to make annual $100,000 payment to
show our commitment to funding our opeb obligations which will make the plan 40% funded in 27 years. See
attachment # 6d

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
heaith system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 13.

We have a very strong contractual language in our union agreements. We hired an attorney to get a legal opinion on
any modifications we can make to retiree health insurance benefits. His report in attachment #6¢
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5. CONFIRMATION OF FUNDING
Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Gladwin Co. Road Commission
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)

O 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)

[0 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).

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

[J 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
Heather Cameron , as the government's administrative officer (insert title)

Clerk (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.

1,

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

The Municipal Employees Retirement of Ml (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2046 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.

sgmere NAQRNUA Doy owe 123419
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Michigan Department of Treasury
5598 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

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

I. MUNICIPALITY INFORMATION

Local Unit Name: Lake County Road Commission Six-Digit Muni Code: 430100
Defined Benefit Pension System Name: Lake County Road Commission

Contact Name (Administrative Officer);_Jessica LaPointe

Title if not Administrative Officer: _Finance & HR Manager

Email:_jessica@lcrc-roads.com Telephone;_(231) 7454666

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 10% 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). The Board may extend the |80-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. [0(1} of PA 202 of 2017 (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 resultin 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 60% 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 defined benefit pension systems will be less than 0% 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 Systerm Name (e.g. Corrective Action Plan-2017, City of Lansing, Employees’ Retirement System
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Pension Plan). Treasury will send an automatic reply acknowledging receipt of the email. Your individual email settings
must alfow 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:

(i) Closing the current defined benefit plan.

{ii) Implementing a multiplier limit.

{iii) Reducing or eliminating new accrued benefits.

{iv) Implermenting final average compensation standards.

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 |5 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. DESCRIPTIONS 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.
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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 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.

Category of Prior Actions:

[X] System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January I, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

Effective April 1, 2013 Lake County Road Commission implemented a plan change which reduced benefits from a
2.5% multiplier to a 2% multiplier for any new hires. In the five years since that change was implemented we have
replaced approximately 50% of our workforce with new hires. Of 31 active employees enrolled in our defined benefit
plan, 16 are on the old plan and 15 are on the new plan with the lower multiplier.

[X] Additional Funding — Additional funding may include the following: Veluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January I, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system's funded ratio to 61% by 2025. Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

Lake County Road Commission has been making additional funding contributions for several years in an effort to
address our unfunded liability. Additional contributions were as follows: 2010 - $75,000; 2011 - $75,000; 2015 -
$100,000; 2016 - $100,000; 2017 - $100,000.

[0 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 actuariaf data from 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page 13.

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
additional actions the local government is planning to implement 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:

O System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
muitiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adapted and implemented by fiscal year 2019.

Additional Funding - Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025.
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system's funded ratio with this additional
contribution.

On the attached actuarial valuation, the baseline minimum required contributions are not sufficient to fund our plan
within a reasonable amount of time, therefore we have created an alternative funding plan and the actuaries at MERS
|have created a funding projection for us based on our plan. The funding plan that we have implemented achieves a
funding level of 60% by 2026, 70% by 2028, 80% by 2030, 90% by 2032 and 100% by 2034.

O oOther 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 pension
liability using a level-dollar amortization method over a closed period of 10 years. This will allow the retirement
system to reach a funded status of 62% by 2022 gs shown in the attached actuarial analysis on page 13.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Lake County Road Commission
to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to
your long-term budget forecast?

Yes

O 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
BX] Attachment— | This Corrective Action Plan Form (Required)
Xl Attachment— la Documentation from the governing body approving this

Corrective Action Plan (Required)

X] Attachment —2a An actuarial projection, an actuarial valuation, or an
internally developed analysis, which illustrates how and
when the local unit will reach the 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act, (Required)

X] 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).

K Atachment-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

O 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 Carrective Action Plan
Development: Best Practices and Strategies document.

Corrective Action Plan Criteria Description

[Xi Underfunded Status Is there a description and adequate supporting documentation
of how and when the retirement system will reach the 60%
funded ratic? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than |0 percent of governmental fund revenues?

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

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

[X] Affordability Do the corrective action(s) listed allow the local unit to make
the annual required contribution payment for the pension
systern now and into the future without additional changes to
this corrective action plan?

8. LOCAL UNIT OF GOYERNMENT'S ADMINISTRATIVE OFFICER APPROVAL OF CORRECTIVE
ACTION PLAN

| Jessica LaPointe , as the government’s administrative officer (enter title)

Finance & HR Manager (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.

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

X The Lake County Road Commission (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 2026 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 defined benefit pension retirement systems of (Insert local
unit name) will be less than 0% of the local unit of government’s annual governmental fund revenues by Fiscal
Year as demonstrated by required supporting documentation listed in section 6.

Date = ~ 1\ — -1
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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: Lak nty R mmission Six-Digit Muni Code: 430100
Retirement Health Benefit System Name: MERS of Michigan

Contact Name {Administrative Officer);_Jessica LaPointe

Title if not Administrative Officer: _Finance & HR Manager

Email: jessica@lcrc-roads.com Telephone: (231) 745-4666

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 healith 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(1) 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. |0(7) may include, but are not limited to, any of the following:

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

Implementation: The local unit of government has up to |80 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:

[0 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, eligibilicy
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 1, 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 resuited 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 Jjune 30, 2017.

Xl 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
heaithcare 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
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.

The Lake County Road Commission has been making additional contributions of $25,000 in 2009, 2010, 2011, 2015
and 2016.

[0 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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on bage 13,

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 chonges were gdopted and implemented by fiscal year 2019.

[X] 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.

The Board of Road Commissioners of Lake County have adopted a funding plan committing to contributing an
additional $75,000 each year until we reach fully funded in approximately 20 years.

[ 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
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 3.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) MERS of Michigan
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?

Xl Yes
0 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 pian that would be implemented to adequately address the [ocal 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
X Attachment— | This Corrective Action Plan (Required)
X Attachment— la Documentation from the governing body approving this

Corrective Action Plan (Required)

X 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)

BX] 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).

X Acachment - 4a Documentation of commitment to additional payments in future
years (e.g. resolution, ordinance)

O 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

Xl Actachment - 6a Other documentation, not categorized above
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7. CORRECTIVE ACTION PLAN CRITERIA

Pilease 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
BPevelopment: Best Practices and Strategies document.

Corrective Action Plan Criteria Description

X 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 |2 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)?

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

X] 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 pian?

8. LOCAL UNIT OF GOVERNMENT’S ADMINISTRATIVE OFFICER APPROVAL OF CORRECTIVE
ACTION PLAN

|, _Jessica LaPointe , as the government’s administrative officer {insert title)

Finance & HR Manager (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.

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

The _MERS of Michigan (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2025 as demonstrated by required supporting
documentation listed in section 6.

OR, if the local unit is a city, village, township, or county:
[0 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,

Signat Date =2 — I~ — 3-O1 A
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Michigan Department of Treasury
5597 (05-18)

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: Village of Lexinaton Six-Digit Muni Code: 763050

Retirement Health Benefit System Name: Retiree Healthcare Plan
Contact Name (Administrative Officer); Holly Tatman, Village Manager

Title if not Administrative Officer:

Email: htatmanvillagemgr@gmail.com Telephone Number:_(810) 359-8631

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
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. [0(1) of PA 202 of 2017 (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 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
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 lacal unit of government. If corrective action is approved, the Board will monitor
the corrective action 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.
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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:

(i) 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 focal 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.

Category of Prior Actions:

[l 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 1, 2017, the local unit entered into new collective bargaining agreements with the Command
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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.

[J 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, 2018. 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
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.

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 frorﬁ 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 3.
Attached is our Form 5572 from the audited financial statements of the Village of Lexington for the year ended June
30, 2018. The actuarially determined contribution for the plan was $195,433 and the governmental fund revenues

were $2,363,020 for the year ended June 30, 2018. Based on this our ratic of ADC/governmental fund revenues for
the year ended June 30, 2018 is 8.3% and therefore did not trigger the underfunded status of line 13 of the form.

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 implernented 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 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.
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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.

[0 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.

[[] 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 fiability using a level-dollar amortization method over a closed period of 10 years. This will allow the
health system to reach a funded status of 42% by 2022 gs shown in the attached actuarial analysis on page 13.

5. CONFIRMATION OF FUNDING
Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Village of Lexington
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
No
If No, Explain: n, corrective action was necessary at this time due to completion of the
Form 5572 for the year ended June 30, 2018, which demonstrated meeting
the ratio of ADC/governmental fund revenues component of the trigger.

Page 4




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
X] Attachment - | This Corrective Action Plan (Required)
O Attachment— la Documentation from the governing body approving this

Corrective Action Plan (Required)

[J Attachment - 2a Actuarial Analysis (annual valuation, supplemental valuation,
projection)

[ Attachment - 3a Internally Developed Projection Study

[ Attachment — 4a Documentation of additional payments in past years that is not

reflected in your audited financial statements (e.g. enacted
budget, system provided information).

[J Attachment — 5a Documentation of commitment to additional payments in future
years (e.g. resolution, ordinance)

[0 Attachment — 6a 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

[J Attachment —7a Other documentation, not categorized above

7. LOCALUNIT OF‘GOVERNMENT’S ADMINISTRATIVE OFFICER APPROVAL OF CORRECTIVE

ACTION PLAN
[ Holly Tatman , as the government’s administrative officer (enter title)

Village Manager (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.

Signature S%Z(é// Z:;M_) Date 11/01/2018
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Michigan Department of Treasury
5598 (05-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

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

I. MUNICIPALITY INFORMATION
Local Unit Name: Luce County Housing Commission Six-Digit Muni Code: 487503

Defined Benefit Pension System Name: MERS

Contact Name (Administrative Officer); Angela Pringle

Title if not Administrative Officer: Executive Director

Email:_lchc_550@sbcglobal.net Telephone Number: (906) 34 3~ 59%%

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution for all of the defined benefit pension retirement systems of the local unit of government is greater
than 10% 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). 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(1) of PA 202 of 2017 (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 completed plan must be submitted via email to Treasury at LocalRetirementReporting@michigan.gov for
review by the Board. If you have muiltiple 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
Pension 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 shall review and vote on the approval of a corrective action
plan submitted by a local unit of government. If corrective action is approved, the Board will monitor the corrective
action 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.
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’iview 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;

(i) Closing the current defined benefit plan.

(i) Implementing a multiplier limit.

(iii) Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

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 I5 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. DESCRIPTIONS 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?).
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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.

Category of Prior Actions:

[0 System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January 1, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

[l Additional Funding - Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January 1, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC} of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025. Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page 13.

As can be seen in Attachment 7a and Attachment 7b, the County has consistently increased the required annual
contribution charged to the Housing Commission to obtain a funded ratio of at least 60% by 2020.

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
additional actions the local government is planning to implement 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 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?),
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Category of Prospective Actions:

[] System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
muttiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 2019.

[J Additional Funding - Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025.
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional
contribution.

[0 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 pension
liability using a level-dollar amortization method over a closed period of 10 years. This will allow the retirement
system to reach a funded status of 62% by 2022 as shown in the attached actuarial analysis on page 13.

5. CONFIRMATION OF FUNDING
Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Luce Gty Housing Commission
to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to

your long-term budget forecast?

Yes
] No
If No, Explain:
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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 Form (Required)

Attachment — la Documentation from the governing body approving this
Corrective Action Plan (Required)

1 Attachment — 2a Actuarial Analysis (annual valuation, supplemental valuation,
projection)

O Attachment — 3a Internally Developed Projection Study

] Attachment — 4a Documentation of additional payments in past years that is not

reflected in your audited financial statements (e.g. enacted
budget, system provided information).

[0 Attachment —5a Documentation of commitment to additional payments in future
pay
years (e.g. resolution, ordinance)
[ Attachment — 6a A separate corrective action plan that the local unit has
p P
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 — 7a Other documentation, not categorized above

7. LOCAL UNIT OF GOVERNMENT’S ADMINISTRATIVE OFFICER APPROVAL OF CORRECTIVE
ACTION PLAN
I, _Angela Pringle , as the government’s administrative officer (enter title)
Executive Director (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,

Signature J . Date q’/ g 7/30/ z?/
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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.

1. MUNICIPALITY INFORMATION
Local Unit Name: Mecosta County Road Commission Six-Digit Muni Code: _540100

Retirement Health Benefit System Name: Road Commission group health insurance
Contact Name (Administrative Officer); Amy Kailing
Title if not Administrative Officer: _Finance Director

Emaijl: akailing@mecostaroads.org Telephone:_(231) 796-2611

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(1) 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:

(i) 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 1, 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.

On July 1, 2016 all new employees no longer receive retiree health insurance through the road commission, instead
they've been enrolled into a MERS HCSP where the road commission deposits $1,200 (pro-rated for hire date)
annually. With closing our reitree health insurance the current liability will be paid for in the year 2059. Also premiums
are only covered fore retirees from age 60-65 and retirees deductible is $1,500 instead of $750.00

[0 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
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.

[[1 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 20135. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

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:

[1 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.

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.

The Road Commission approved a healthcare trust on December 11, 2018 and money will be put into the trust starting
March 2019. The Road Commission is changing its funding from pay as you go to full pre-funding the ACR and the
Road Commission retiree healthcare will be fully pre-funded by January 1, 2021. The Road Commission healthcare
funded ratio will be 40% by December 31, 2038.

[1 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
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 13.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Mecosta County Road Cmsn
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

[] 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)

[0 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

O Attachment — 6a Other documentation, not categorized above

Page 5



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, _Van Johnson , as the government’s administrative officer (insert title)

Board Chairman (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.

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

The Road Commission group health insurance (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2037 as demonstrated by required supporting
documentation listed in section 6.

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

[C1 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.

Signature%%ﬂ—\ Date leZhO\Ci
4
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Michigan Department of Treasury
5598 {08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

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

"I, MUNICIPALITY.INFORMATION -
Local Unit Name: Metamora Township Six-Digit Muni Code: 441150

Defined Benefit Pension System Name: MERS
Contact Name (Administrative Officer):_Ryan L. King, CPA, CGMA

Title if not Administrative Officer: _Auditor
Email:_ryan@kingandkingcpas.com Telephone;_{810) 724-1120

2. GENERAL INFORMATION = = ... e U e
Corrective Action Plan: An underfunded local unit of government shall develop and submit for approval a
corrective action plan for the focal 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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, If the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 0% 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). The Board may extend the 180-day deadline by up to an additional 45

days if the local unit of government submits reasonable draft of a corrective action plan and requests an extension.

Filing: Per Sec. 10(1) of PA 202 of 2017 (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, fallure 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 60% funded ratio. Or, if the [ocal unit is a city, village, township, or county, the submitted plan may
demonstrate how and when the ARC for all of the defined benefit pension systems will be less than 10% of annual
governmental fund revenues, as defined by the Act. Supporting documentation for the funding ratio andfor 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 muitiple 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. - o

The subject Jine 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
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Penston 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 ofa
corrective action plan submitted by a focal 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 jocal 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) Closing the current defined benefit plan.

(i) Implementing a multiptier limit.

(iii) Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

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. 'DESCRIPTIONS OF PRIOR ACTIONS - -~ R P
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, oF plans within the same retirement system,
please indicate how these changes impact the retirement system as a whole.

$ Please Note: If applicable, prior actions fisted within your waiver application(s) may also be included in | ..
your corrective action plan.
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Please indicate where i 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 refevant page number(s)
within the supporting documentation, and the resulting change to the system’s funded ratio.

Category of Prior Actions:

[J System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged muitiplier for

active employees, etc.

sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January 1, 2017. On page 8 of the attached actuarial supplemental valuation, it shows

our funded ratio wilt be 60% by fiscal year 2020.

[] Additional Funding - Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January 1, 2017, This fump sum payment was i addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025, Please see page 10 of
the attached enacted budget, which hightights this contribution of $1 million.

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 2015, Attached is
an updated actuarial valuation for 2017 that shows our funded ratio_has improved to 62% as indicated on page 13.

Funded 2018 5572 attached.

4.";=-"DES’CRIPTION.‘:O'FzP.RO'S'P.'ECTWE:AC_TIGN'S. e ey s
The corrective action plan allows you to submita 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
additional actions the local government is planning to implement to address the retirement system's underfunded
status within the appropriate category section. Within each category are sample statements that you may choose t0

have multiple divisions, departments, or plans within the same retirement system, please indicate how these changes
impact the retirement system as 2 whole.
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Please indicate where in the attached supporting documentation these changes are described and the impact of th

oseﬂ

changes (i.e. what wilf 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:

J System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined

benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employess, etc,

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to fower the system’s
multiplier for current empfoyees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 2019,

[0 Additional Funding — Additional funding may include the following: voluntary contributions above the actuarially

determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the

General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 120
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional
contribution.

2025.
f the

] 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 pension

liability using a level-dollar amortization method over a closed period of | 0 years. This will allow the retirement
system to reach a funded status of 62% by 2022 as shown in the attached actuarial analysis on page 3.
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Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name}
to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to

your long-term budget forecast?

[ Yes
] 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
[0 Attachment — | This Corrective Action Plan Form (Required)
[ Attachment - la Documentation from the governing body approving this

Corrective Action Plan (Required)

[1 Attachment - 2a An actuarial projection, an actuarial valuation, or an
internally developed anafysis, which illustrates how and
when the local unit will reach the 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act. (Required)

[0 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)

J Attachment — 52 A separate corrective action plan that the local unit has

documentation of prior actions, prospective actions, and the
positive impact on the system’s funded ratio

[0 Attachment —6a Other documentation not categorized above
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Please conf rm 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

[0 Underfunded Status Is there a description and adequate supporting documentation
of how and when the retirement system will reach the 60%
funded ratto? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than 10 percent of governmental fund revenues?

] Reasconable Timeframe Do the corrective actions address the underfunded status ina
reasonable timeframe (see CAP critetia issued by the Board)?

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

[0 Affordability Do the corrective action(s) listed allow the local unit to make
the annual required contribution payment for the pension
system now and into the future without additional changes to
this corrective action plan?

E OFFICER APPROVAL OF CORRECTIVE

v e L , as the government's administrative officer (enter title)

[ ERE (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,

| confirm to the best of my knowledge that because of the changes listed above, one of the following statements wili
oceur:

L] The (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 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 defined benefit pension retirement systems of (Insert local
unit name) will be less than 10% of the local unit of government’s annual governmental fund revenues by Fiscal
Year ____as demonstrated by required supporting documentation listed in section 6.
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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.

. _MUNICIPALITY INFORMATION Ll el
Local Unit Name: Metamora Township Six-Digit Muni Code: 441150

Retirement Health Benefit System Name:_Blue Cross Blue Shield
Contact Name (Administrative Officer);_Ryan L. King, CPA, CGMA

Title if not Administrative Officer: Auditor
Ermail:_ryan@kingandkingcpas.com Telephone:_(810) 724-1120

2. GENERAL INFORMATION - it IR S
Corrective Action Plan: An underfunded Iocal unit of government shal! deve[op and submlt for approval a
corrective action plan for the local unit of government. The focal 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 focal 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
focal unit of government submits a reasonable draft of a corrective action plan and requests an extension.

Filing: Per Sec. 10(]} 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 ratic 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 eimail(s) shiould be in the followlng forimiat, 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. [0(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:

(i} 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 focal unit of government is not in substantial
compliance under this subsection, the Board shall within I5 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 [ocal
unit of government has 60 days from the date of the notification to address the determination of noncompliance.

3. 'DESCRIPTION OF PRIOR ACTIONS L s =

Prior actions are separated into three categories be!ow. System Des;gn Changes Addatlonai Fundlng. 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:

[0 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 fevels of the retired membership mirrors the current collective bargalning agreement for each
class of employee, On January I, 2017, the local unit entered into new coflective 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,

[0 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 Jocal unit created a qudlified 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 focal unit has committed to contributing $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.

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 2015, Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

Funded 2018 5572 attached.

‘4, DESCRIPTION OF PROSPECTIVE ACTIONS : L SRR : SR .
The corrective action plan allows you to submit a plan of prospectwe actions whlch are separated into three categortes
below: System Design Changes, Additional Funding, and Other Considerations. Please provide a brief description of the
prospective actions implemented by the [ocal 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 |mpact

. the retirement System asa Whole e e s e L e
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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:

O 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 heaith care plan, changes to retiree health care coverage for new
hires, ete.

Sample Statement: The local unit will seek to align benefit fevels 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 adobted and implemented by fiscal year 2019.

[ 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 locaf unit of government will adopt a poficy to change its funding methodolegy from
Pay-Go to full funding of the Annual Required Contribution (ARC) by December 31, 2018. Additionally, beginning in fiscal year
2019, the focal 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.

[[] 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
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 13.
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5. CONFIRMATION OF FUNDING
Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name)
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!

O Yes
O No
If No, Explain

6. DOCUMENTATION ATTACHED TO THIS CORRECTIVE ACTION PLAN :
Documentation should be attached as a .pdf to this corrective actlon plan. The documentatlon should detalt 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
{1 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 actuarlal valuation, or an
Internally developed analysis, which iHustrates 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)

[ 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),

L] 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
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Please conf irm that each of the four corrective act|on 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

[T] 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 <ity, village, township, or
county, how and when the ARC of all retirement healthcare
systems will be less than |2 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 faws? Are
alt 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
additlonal changes to this corrective action plan?

L, >Uzanne it (ia f/{, - the government s administrative officer (insert title)

/’., (e (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.

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

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

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

Signatuéj%mm @ Q Date /C?// 3 / / X
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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: Monroe County Road Commission Six-Digit Muni Code: 580100

Retirement Health Benefit System Name: Monroe County Road Commission Retiree Health Care Plan

Contact Name (Administrative Officer):_Randy Pierce

Title if not Administrative Officer: Managing Director

Emaijl: rpierce@mcrc-mi.org Telephone:_(734) 240-5102

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(1) 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:

(i) Requiring cost sharing of premiums and sufficient copays.
(if) 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 |5 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.

During the last contract negotiations in 2017-2018, vesting changed from 8 years to 15 years in order to receive retiree
health care benefits

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 quadlified 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.

As of January 1, 2018, funding was increased to 30% of payroll, which is 11.9774% more than the Actuarial Required
Contribution (ARC) of 18.0226%.

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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

Information on Form 5572 was dated 12/31/16. Our next actuarial valuation will be as of 12/31/18. Plan assets at
12/31/16 were $2,999,315 and have increased to $5,367,641 as of 9/30/18. The trust was established in 2007 with a
$100,000 deposit and only had assets of $589,660 by 12/31/13. In 2014, the road commission started funding at the
ARC rate and the 2018 ARC is 18.0226 of payroll. We are have increased funding to 30% as of 1/1/18.

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:

[1 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 andlysis that indicates the system would be 40% funded by fiscal year 2020 if
these changes were adopted and implemented by fiscal year 2019.

[l 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 qudlified 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.

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
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 13.

We had requested a revision to the actuarial projections to more accurately reflect the contributions currently being
provided by the road commission. This revised report reflects additional contributions of $1,100,000 annually and
states the road commission would achieve the 40% funded status by 2023. We have included the report with this
submission.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Monroe County Road Commission
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
[] 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)

[1 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).

[1 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

[0 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, Randy Pierce , as the government’s administrative officer (insert title)

Managing Director (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.

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

The Monroe County Road Commission Retiree (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2023 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.

Signature Q \)/Q( Date_ A2 7Y~/ 7
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Reset Form

Michigan Department of Treasury
5598 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:
Defined Benefit Pension Retirement Systems

Issued under authority of Public Act 202 of 2017.

I. MUNICIPALITY INFORMATION

Local Unit Name: Mt. Morris Township Six-Digit Muni Code: 251140
Defined Benefit Pension System Name: MERS - Mt. Morris Township

Contact Name (Administrative Officer): Michael McLaughlin

Title if not Administrative Officer: _Finance Director

Email: mmclaughlin@mtmorristwp.org Telephone: (810) 820-9146

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 10% 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). 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(1) of PA 202 of 2017 (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 60% 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 defined benefit pension systems will be less than 10% 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
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Pension 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:

(i) Closing the current defined benefit plan.

(i) Implementing a multiplier limit.

(iif) Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

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 |5 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. DESCRIPTIONS 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.
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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 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.

Category of Prior Actions:

System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January 1, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

See attachment 6a as the statements wouldn't fit in this box

Additional Funding — Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January [, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025. Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

1. Local unit provided a lump sum payment of $50,000 to MERS on 3/25/15. See page 22 of Attachment 2a.
2. Local unit provided a lump sum payment of $50,000 to MERS on 3/28/18. See attachment 3a for proof of payment.

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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page 13.

We believe the entire system will be funded at 60% or above by the year 2025 (see charts/graphs on page 14 of
attachment 2a). We also feel the changes we have made will steadily improve our position. The Board always looks at

our projected surplus towards the end of our fiscal year (3/31), and makes additional contributions if funds are
available. The assumed additional contribution in March 2019 is $80,000-$100,000.

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
additional actions the local government is planning to implement 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: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
multiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 2019.

[0 Additional Funding — Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025.
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional
contribution.

[0 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 pension
liability using a level-dollar amortization method over a closed period of 10 years. This will allow the retirement
system to reach a funded status of 62% by 2022 as shown in the attached actuarial analysis on page I3.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Mt. Morris Township

to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to
your long-term budget forecast!?

Yes

1 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 c 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 Form (Required)
[0 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 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act. (Required)

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 60%
funded ratio? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than 10 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 annual required contribution payment for the pension
system 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

| _Michael McLaughlin , as the government’s administrative officer (enter title)

Finance Director (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.

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

The MERS - Mt. Morris Township (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 2025 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 defined benefit pension retirement systems of (Insert local
unit name) will be less than 10% of the local unit of government’s annual governmental fund revenues by Fiscal
Year as demonstrated by required supporting documentation listed in section 6.

Signature Uichael WeLaughlin Date 01/24/2018
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OCEANA COUNTY ROAD COMMISSION

Office (231) 873-4226 P.O. Box 112 Shop (231) 873-3717
FAX (231) 873-7123 Hart, Michigan 49420

www.oceanacrc.org (website)
sgriffin(@oceanacrc.org (email address)

Mark Timmer, Managing Director

William Myers, Chairman

Sandra K. Griffin, Clerk Lloyd Gowell, Vice-Chairman
Susan Merten, Payroll Clerk Cathy Forbes, Member
Bob Carr, Member

Allen Blohm, Member

RESOLUTION NO. 1 - OPEB FUNDING (RESTATED RESOLUTION)

Motion by Forbes and supported by Carr to pledge $25,000 quarterly, over and above payment of our monthly
Priority Health Insurance billing, to fund our OPEB obligation on our “underfunded” Retiree Medical Plan as

required by the Department of Treasury. This Resolution supersedes the Resolution made at the July 25, 2018
Regular Board Meeting.

Roll call vote: Forbes — yes; Carr — yes; Gowell — yes; Blohm — yes; Myers — yes.
Motion carried.

artest:  Aandigs “K : C‘Y N4

SANDRA K. GRIFFIN,/CLERK

January 23, 2019 Regular Board Meeting.



TO WHOM IT MAY CONCERN

RE: Oceana County Road Commission
Corrective Action Plan — 2017 - Additional Information

On July 25, 2018, the Oceana County Road Commission Board committed to sending $25,000
quarterly to Constellation Trust Company to fund our underfunded Priority Health Retirement Plan.
Our Priority Health Plan (Group ID #787684) does not allow anyone over 65 (active or retired) to
be covered under the Plan.

Our Lincoln Financial Group (Life Insurance - Account #OCEANARD-BL-684151) no longer offers
a life insurance policy after retirement to anyone hired after January 1, 2011.

We have currently contracted with Watkins Ross to perform an annual OPEB accounting report.
We have contributed $75,000 in 2018 toward our underfunded health insurance plan and will be
funding $25,000 quarterly until our OPEB requirement is met. Copies of the checks are attached.

We have sent $25,000 thus far in 2019.

When our current Union Contract expires (December 31, 2021) with the United Steelworkers, Local
8986, the Road Commission Board will propose further health insurance options.



Michigan Department of Treasury
5598 (08-18)

Protecting Local Government Retirement and Benefits Act
Corrective Action Plan:

Defined Benefit Pension Retirement Systems -
Issued under authority of Public Act 202 of 2017.

l. MUNICIPLITY INFORMATION

Local Unit Name: Village of Ontonagon Six-Digit Muni Code: 663010
Defined Benefit Pension System Name: _Village of Ontonagon MERS

Contact Name (Administrative Officer):_Joseph W. Erickson

Title if not Administrative Officer: Village Manager

Email: ontmgr@jamadots.com Telephone: (906) 884-2305

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 defined benefit pension retirement system that has been determined to have an underfunded status.
Underfunded status for a defined benefit pension system is defined as being less than 60% funded according to the most
recent audited financial statements, and, if the local unit of government is a city, village, township, or county, the annually
required contribution (ARC) for all of the defined benefit pension retirement systems of the local unit of government is
greater than 10% 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). 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(1) of PA 202 of 2017 (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 60% 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 defined benefit pension systems will be less than 10% 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 muitiple 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
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Pension 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;

(i) Closing the current defined benefit plan.

(i) Implementing a multiplier limit.

(iii) Reducing or eliminating new accrued benefits.

(iv) Implementing final average compensation standards.

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 |5 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. DESCRIPTIONS 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.
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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 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.

Category of Prior Actions:

System Design Changes - System design changes may include the following: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: The system’s multiplier for current employees was lowered from 2.5X to 2X for the General
Employees’ Retirement System on January 1, 2017. On page 8 of the attached actuarial supplemental valuation, it shows
our funded ratio will be 60% by fiscal year 2020.

Please see attached statement.

Additional Funding ~ Additional funding may include the following: Voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: The local unit provided a lump sum payment of $1 million to the General Employees’ Retirement
System on January I, 2017. This lump sum payment was in addition to the actuarially determined contribution (ADC) of the
system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025. Please see page 10 of
the attached enacted budget, which highlights this contribution of $1 million.

Please see attached statement.

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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 62% as indicated on page 13,

The Village pension system prior to 2015 has two closed units. The largest of these was for the pensions for Hospital
Employees. The Village Hospital closed in 2007 and the Village assumed the pension liablility for vested employees
at that time. Revision of the acutarial assumption further degraded the assets. All pensions for active employees are
allocated to both Governmental and Propriatary funds.

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
additional actions the local government is planning to implement 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: Lower tier of benefits for new
hires, final average compensation limitations, freeze future benefit accruals for active employees in the defined
benefit system, defined contribution system for new hires, hybrid system for new hires, bridged multiplier for
active employees, etc.

Sample Statement: Beginning with summer 2018 contract negotiations, the local unit will seek to lower the system’s
multiplier for current employees from 2.5X to 2X for the General Employees’ Retirement System. On page 8 of the
attached actuarial supplemental valuation, it shows our funded ratio would be 60% funded by fiscal year 2020 if these
changes were adopted and implemented by fiscal year 2019.

The Village will continue to monitor this situation. No plan changes are proposed.

Additional Funding — Additional funding may include the following: voluntary contributions above the actuarially
determined contribution, bonding, millage increases, restricted funds, etc.

Sample Statement: Beginning in fiscal year 2019, the local unit will provide a lump sum payment of $1 million to the
General Employees’ Retirement System. This lump sum payment will be in addition to the actuarially determined
contribution (ADC) of the system. The additional contribution will increase the retirement system’s funded ratio to 61% by 2025.
Please see page 10 of the attached enacted budget, which highlights this contribution of $1 million. Please see page 12 of the
attached supplemental actuarial valuation showing the projected change to the system’s funded ratio with this additional
contribution.

The Village will be considering increasing the millage rate to cover additional costs.

[X] 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 pension
liability using a level-dollar amortization method over a closed period of 10 years. This will allow the retirement
system to reach a funded status of 62% by 2022 as shown in the attached actuarial analysis on page 13.

The Village will continue to review our position and further refine our pension allocations from available Governmental
and Propriatary funds.
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5. CONFIRMATION OF FUNDING

Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Village of Ontonagon

to make, at a minimum, the annual required contribution payment for the defined benefit pension system according to
your long-term budget forecast?

Yes
[0 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 Form (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 60% funded ratio. Or,
if the local unit is a city, village, township, or county,
ARC will be less than 10% of governmental fund
revenues, as defined by the Act. (Required)

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

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

[J 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 60%
funded ratio? Or, if your local unit is a city, village, township, or
county, how and when the ARC of all pension systems will be
less than 10 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
8 P PP
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 annual required contribution payment for the pension
system 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 _Joseph W. Erickson , as the government’s administrative officer (enter title)

Village of Ontonagon (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.

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

The MERS Ontonagon Village Plan (Insert Retirement Pension System Name) will achieve a
funded status of at least 60% by Fiscal Year 2025 as demonstrated by required supporting documentation
listed in section 6.

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

[1 The ARC for all of the defined benefit pension retirement systems of (Insert local
unit name) will be less than 10% of the local unit of government’s annual governmental fund revenues by Fiscal
Year as demonstrated by required supporting documentation listed in section 6.

Signatur%%/ / Date //Z?//?
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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: Pathways Community Mental Health Six-Digit Muni Code: 527511

Retirement Health Benefit System Name:_PWCMH Retiree Health Care Trust Fund
Contact Name (Administrative Officer);_John W. Blemberg

Title if not Administrative Officer: CFO

Email: jblemberg@up-pathways.org Telephone: (906) 225-7214

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(l) 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

Page 1



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:

(i) 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 1, 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.

Refer to Attachment - 5a

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 dassets 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
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.

Refer to Attachment - 5a

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 2015. Attached is
an updated actuarial valuation for 2017 that shows our funded ratio has improved to 42% as indicated on page 13.

Refer to Attachment - 5a

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.

The Plan is closed and no further system changes are contemplated.

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.

We are not a municipality we are a Mental Health Authority - we have no ability to levy bonds or taxes to assist.

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
health system to reach a funded status of 42% by 2022 as shown in the attached actuarial analysis on page 3.

We are governed by the Medicare/Medicaid regulations which stipulate only up to the required ARC are we allowed to
expense and seek reimbursement.

Refer to Attachment -2a the Milliman OPEB Actuarial Report for the year ending September 30, 2018 in which on
pages 10 and 24 the Plan is funded at 45%
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5. CONFIRMATION OF FUNDING
Please check the applicable answer:

Do the corrective actions listed in this plan allow for (insert local unit name) Pathways CMH
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
O 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 — |a 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)

] 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 — éa 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
[, Mary J. Swift _, as the government's administrative officer (insert title)

CEO (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.

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

The _PWCMH Retiree Health Plan (Insert Retirement Healthcare System Name) will
achieve a funded status of at least 40% by Fiscal Year 2018 as demonstrated by required supporting
documentation listed in section 6.

OR, if the local unit is a city, village, township, or county:
[0 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.

sonare L Hp000 6 e _ L3/
7] 7
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MUNICIPAL STABILITY BOARD
RESOLUTION 2019-4

APPROVAL OR DISAPPROVAL OF CORRECTIVE ACTION PLANS

WHEREAS, the Michigan legislature passed the Protecting Local Government Retirement and
Benefits Act, MCL 38.2801 et. seq. (the “Act”), creating the Municipal Stability Board (the “Board”) for
the purpose of reviewing and approving corrective action plans submitted by municipalities addressing
the underfunded status of their municipal retirement systems (the “Corrective Action Plan”);

WHEREAS, the Michigan Department of Treasury (“Treasury”) provides administrative services
to the Board;

WHEREAS, on September 12, 2018, by Resolution 2018-12, the Board adopted the Corrective
Action Plans Best Practices and Strategies and Corrective Action Plans Approval Criteria (“Approval
Criteria”) pursuant to MCL 38.2808;

WHEREAS, the Best Practices generally require that a plan (i) will sustain legacy costs and
future retirement benefits; (ii) utilizes modern plan design; and (iii) is administered as effectively as
possible to maintain a fiscally stable retirement system,;

WHEREAS, the Approval Criteria generally requires that a plan (i) demonstrate how and when a
retirement system will reach a sixty percent funded ratio for pension systems and/or a forty percent
funded ratio for retirement health systems; (ii) address the underfunded status within a reasonable
timeframe; (iii) is legal and feasible; and (iv) is affordable;

WHEREAS, the Board previously received the municipalities’ listed on Appendix A attached to
this Resolution (the “Municipalities”), Corrective Action Plans;

WHEREAS, Treasury and the Board have reviewed the Municipalities’ Corrective Action Plans
pursuant to the Best Practices and Approval Criteria; and

WHEREAS, Treasury is recommending the Board approve or disapprove the Corrective Action
Plans as detailed on Appendix A attached hereto.

NOW THEREFORE, BE IT RESOLVED, the Board determines that the Municipalities’
Corrective Action Plans Treasury is recommending for approval listed on Appendix A, sufficiently meet
the Best Practices and Approval Criteria;

BE IT FURTHER RESOLVED, the Board determines the Municipalities’ Corrective Action
Plans Treasury is recommending for disapproval listed on Appendix A, do not sufficiently meet the Best
Practices and Approval Criteria;

BE IT FURTHER RESOLVED, the Board approves or disapproves the Municipalities’
Corrective Action Plans in agreement with Treasury’s recommendation as listed on Appendix A;

BE IT FURTHER RESOLVED, that Treasury is directed to oversee the approved Corrective
Action Plans are implemented pursuant to MCL 38.2810 and to report to the Board the status of the
implementation on a regular basis;



BE IT FURTHER RESOLVED, that Treasury is directed to provide to Municipalities
notification of the Board’s detailed reasons for disapproval of their Municipality’s Corrective Action Plan
(the “Disapproval Letter”) within fifteen days of this resolution pursuant to MCL 38.2810(4); and

BE IT FURTHER RESOLVED, that Municipalities who fail to resubmit a Corrective Action
Plan materially addressing the reasons for disapproval within 60 days of the Disapproval Letter as
required by MCL 38.2810(4), shall be deemed in noncompliance with the Act.

Ayes:

Nays:

Recused:

Lansing, Michigan
February 20, 2019



MSB Appendix A, February 20, 2019

Color Code Key CAP Criteria Key

Underfunded Was there description and adequate supporting documentation of how and when the retirement system will address the Underfunded Status criteria as
Green meets CAP Criteria Status defined by the Municipal Stability Board?
Yellow partially meets CAP Criteria Timeframe Does this corrective action for this plan meet the Reasonable Timeframe criteria as defined by the Municipal Stability Board?

Does the corrective action plan follow all applicable laws? Are all required administrative certifications and governing body approvals included? Are the
Red does not meet CAP Criteria Legal/Feasible actions listed feasible?
The local unit must confirm that corrective actions listed in the CAP allow for the local unit to make, at a minimum, the annual required contribution (ARC)
Affordable payment for pension plans and/or the retiree healthcare premium payment, as well as the normal cost payment for new hires for retirement health benefits

Date Underfunded Treasury

# Local Unit Municode System Type Received Status Timeframe Legal/Feasible Affordable Recommendation Corrective Action Plan Link
1 City of Battle Creek 132020 Pension 1/16/2019 Yes Yes Yes Yes Approve City of Battle Creek Pension
2 City of Benton Harbor 112010 Pension 1/16/2019 Yes Yes Yes Yes Approve City of Benton Harbor Pension
3 Bloomfield Township Public Library 638006 OPEB 1/16/2019 Yes Yes Yes Yes Approve Bloomfield Township Public Library OPEB
4  Capital Area Transportation Authority 337510 OPEB 1/16/2019 No No Partial No Disapprove Capital Area Transportation Authority OPEB
5 City of Center Line 502010 Pension 1/16/2019 Yes Yes Yes Partial Approve City of Center Line Pension
6 City of Center Line 502010 OPEB 1/16/2019 Yes Yes Yes Partial Approve City of Center Line OPEB
Community Mental Health Authority of Community Mental Health Authority of Clinton,
7 Clinton, Eaton, Ingham Counties 502030 Pension 1/16/2019 Yes Yes Yes Yes Approve Eaton, Ingham Counties Pension
8 City of Crystal Falls 362020 OPEB 1/16/2019 Yes Yes Yes Partial Approve City of Crystal Falls OPEB
9 City of Dearborn Heights 822040 OPEB 1/16/2019 Yes Yes Partial Partial Approve City of Dearborn Heights OPEB
Eastern Upper Peninsula Transportation Eastern Upper Peninsula Transportation Authority
10 Authority 177516 Pension 1/16/2019 Yes Yes Yes Yes Approve Pension
11 City of Essexville 092030 OPEB 1/16/2019 No No No Partial Disapprove City of Essexville OPEB
12 Jackson District Library 388000 OPEB 1/16/2019 Yes Yes Yes Yes Approve Jackson District Library OPEB
13 Lansing City Housing Commission 337534 OPEB 1/16/2019 Yes Yes Partial Yes Approve Lansing City Housing Commission OPEB
14 Marquette County Road Commission 520100 Pension 1/16/2019 Partial Partial Yes Yes Approve Marguette County Road Commission Pension
15 Marquette County Road Commission 520100 OPEB 1/16/2019 Partial Partial Yes Yes Approve Marguette County Road Commission OPEB
16 Michigan Works! Region B Consortium 187508 OPEB 1/16/2019 Yes Yes Partial Yes Approve Michigan Works! Region B Consortium OPEB
17 Montcalm County Road Commission 590100 Pension 1/16/2019 Yes Yes Yes Yes Approve Montcalm County Road Commission Pension
18 Montcalm County Road Commission 590100 OPEB 1/16/2019 Partial Partial Yes Yes Approve Montcalm County Road Commission OPEB
19 City of Montrose 252065 OPEB 1/16/2019 Yes Yes Yes Yes Approve City of Montrose OPEB
20 City of Mount Clemens 502050 OPEB 1/16/2019 Partial Partial Yes Partial Approve City of Mount Clemens OPEB
21 Ontonagon County Road Commission 660100 Pension 1/16/2019 No No No No Disapprove Ontonagon County Road Commission Pension
22 Otsego County Road Commission 690100 Pension 1/16/2019 Yes Yes Yes Yes Approve Otsego County Road Commission Pension
23 Otsego County Road Commission 690100 OPEB 1/16/2019 Partial Partial Yes Yes Approve Otsego County Road Commission OPEB
24 Ottawa County Road Commission 690100 OPEB 1/16/2019 Partial Partial Yes Yes Approve Ottawa County Road Commission OPEB
25 Presque Isle County Road Commission 710100 Pension 1/16/2019 Yes Yes Yes Yes Approve Presque Isle County Road Commission Pension
26 City of Riverview 822240 OPEB 1/16/2019 No No Yes Yes Disapprove City of Riverview OPEB
27 Saginaw City Housing Commission 737522 Pension 1/16/2019 Yes Yes Yes Yes Approve Saginaw City Housing Commission Pension
28 Saginaw City Housing Commission 737522 OPEB 1/16/2019 No No Yes Yes Disapprove Saginaw City Housing Commission OPEB
29 Saline Area Fire Department 817542 OPEB 1/16/2019 Partial Partial No No Disapprove Saline Area Fire Department OPEB
Pension-General
30 City of Taylor 822280 Employees 1/16/2019 Yes Yes Yes Partial Approve City of Taylor Pension-General Employees
Pension-Police
31 City of Taylor 822280 and Fire 1/16/2019 Yes Yes Yes Partial Approve City of Taylor Pension-Police and Fire
32 City of Taylor 822280 OPEB 1/16/2019 Yes Yes Yes Partial Approve City of Taylor OPEB
33 Wayne County Airport Authority 827585 OPEB 1/16/2019 Yes Yes Yes Yes Approve Wayne County Airport Authority OPEB

34 West Iron County Sewer Authority 367501 Pension 1/16/2019 Yes Yes Yes Yes Approve West Iron County Sewer Authority Pension



http://www.michigan.gov/documents/treasury/132020_City_of_Battle_Creek_-_Municipal_Employees_Retirement_System_of_Michigan_2017_CAP_-_Form_5598_646298_7.pdf
http://www.michigan.gov/documents/treasury/112010_City_of_Benton_Harbor_-_Municpal_Employees_Retirement_System_of_Michigan-_MERS_2017_CAP_-_Form_5598_646301_7.pdf
http://www.michigan.gov/documents/treasury/638006_Bloomfield_Township_Public_Library-_second_CAP_-_Bloomfield_Township_Other_Post-Employment_Benefits_Program_2017_CAP_-_Form_5597_646303_7.pdf
http://www.michigan.gov/documents/treasury/337510_Capital_Area_Transportation_Authority_-_Retiree_Healthcare_Benefit_Plan_2017_CAP_-_Form_5597_646304_7.pdf
http://www.michigan.gov/documents/treasury/502010_City_of_Center_Line_-_MERS_Defined_Retirement_Plan_-_Second_2017_CAP_-_Form_5598_646305_7.pdf
http://www.michigan.gov/documents/treasury/502010_City_of_Center_Line_-_OPEB_Trust_-Second_2017_CAP_-_Form_5597_646307_7.pdf
http://www.michigan.gov/documents/treasury/197504_Clinton_Eaton_Ingham_CMH_MERS_Corrective_Action_Plan_-_Pension_2017_6239..._646308_7.pdf
http://www.michigan.gov/documents/treasury/197504_Clinton_Eaton_Ingham_CMH_MERS_Corrective_Action_Plan_-_Pension_2017_6239..._646308_7.pdf
http://www.michigan.gov/documents/treasury/362020_City_of_Crystal_Falls_-_OPEB_2017_CAp_-_Form_5597_646309_7.pdf
http://www.michigan.gov/documents/treasury/822040_City_of_Dearborn_Heights_-_Dearborn_Heights_Retiree_Health_Plan_2017_CAP_-_Form_5597_646311_7.pdf
http://www.michigan.gov/documents/treasury/177516_Eastern_Upper_Peninsula_Transportation_-_MERS_2017_CAP_-_Form_5598_646312_7.pdf
http://www.michigan.gov/documents/treasury/177516_Eastern_Upper_Peninsula_Transportation_-_MERS_2017_CAP_-_Form_5598_646312_7.pdf
http://www.michigan.gov/documents/treasury/092030_City_of_Essexville_-_OPEB_2017_CAP_646313_7.pdf
http://www.michigan.gov/documents/treasury/388000_Jackson_District_Library_-_Jackson_District_Library_Retiree_Medical_Plan_-_2017_CAP_-_Form_5597_646314_7.pdf
http://www.michigan.gov/documents/treasury/337534_Lansing_Housing_Commission_-_NONE_2017_CAP_-_Form_5597_646315_7.pdf
http://www.michigan.gov/documents/treasury/520100_Marquette_County_Road_Commission_-_MERS_Pension_Plan_2017_CAP_-_Form_5598_646316_7.pdf
http://www.michigan.gov/documents/treasury/520100_Marquette_County_Road_Commission_-_Retiree_Health_Plan_2017_CAP_-_Form_5597_646322_7.pdf
http://www.michigan.gov/documents/treasury/187508_Region_7B_Consortium_-_Retirement_Health_Care_2017_CAP_-_Form_5597_646323_7.pdf
http://www.michigan.gov/documents/treasury/590100_Montcalm_County_Road_Commission_-_MERS_2017_CAP_-_Form_5598_646325_7.pdf
http://www.michigan.gov/documents/treasury/590100_Montcalm_County_Road_Commission_-_Montcalm_County_Road_Commission_Retiree_Health_Insurance_2017_CAP_-_Form_5597_646327_7.pdf
http://www.michigan.gov/documents/treasury/252065_City_of_Montrose_-_OPEB_2017_CAP_-2_646329_7.pdf
http://www.michigan.gov/documents/treasury/502050_City_of_Mount_Clemens_-_City_of_Mount_Clemens_Retiree_Health_Care_Trust_2017_CAP_-_Form_5597_646331_7.pdf
http://www.michigan.gov/documents/treasury/660100_Ontonagon_County_Road_Commission_-_MERS_2017_CAP_646332_7.pdf
http://www.michigan.gov/documents/treasury/690100_Otsego_County_Road_Commission_-_MERS_2017_CAP_-Form_5598_646333_7.pdf
http://www.michigan.gov/documents/treasury/690100_Otsego_County_Road_Commission_-_Otsego_County_Road_Commission_2017_CAP_-_Form_5597_646334_7.pdf
http://www.michigan.gov/documents/treasury/700100_Ottawa_Cuonty_Road_Commission_-_The_Retiree_Health_Plan_2017_CAP_-_Form_5597_646338_7.pdf
http://www.michigan.gov/documents/treasury/710101_Presque_Isle_CRC_-_MERS_2017_CAP_-_Form_5598_646340_7.pdf
http://www.michigan.gov/documents/treasury/822240_City_of_Riverview_-_City_of_Riverview_Retiree_Health_Care_Benefits_2017_CAP_-_Form_5597_646341_7.pdf
http://www.michigan.gov/documents/treasury/737522_Saginaw_Housing_Commission_-_Municipal_Employees_Retirement_System_of_Michigan_2017_CAP_-_Form_5598_646342_7.pdf
http://www.michigan.gov/documents/treasury/737522_Saginaw_Housing_Commission_-_Saginaw_Housing_Commission_Retirement_Benefits_Self-Funded_2017_CAP_-_Form_5597-1_646343_7.pdf
http://www.michigan.gov/documents/treasury/817542_Saline_Area_Fire_Dept_-_Corrective_Action_Plan_2017_-_Form_5597_646344_7.pdf
http://www.michigan.gov/documents/treasury/822280_City_of_Taylor_-_General_Government_Employees_Retirement_system_2017_CAP_-_Form_5598_646346_7.pdf
http://www.michigan.gov/documents/treasury/822280_City_of_Taylor_-_Police_and_Fire_Retirement_System_2017_CAP_-_Form_5598_646348_7.pdf
http://www.michigan.gov/documents/treasury/822280_City_of_Taylor_-_Taylor_OPEB_System_2017_CAP_-_Form_5597_646350_7.pdf
http://www.michigan.gov/documents/treasury/827585_Wayne_County_Airport_Authority_-_Wayne_County_Airport_Authority_Retirement_Health_Benefit_System_2017_CAP_-_Form_5597_646351_7.pdf
http://www.michigan.gov/documents/treasury/367501_West_Iron_County_Sewer_Authority_-_MERS_2017_CAP_-_Form_5598_646352_7.pdf

Treasury Recommendation
City of Battle Creek

Pension Corrective Action Plan (CAP)

Primary Unit 132020

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
Ei‘:'e'ce 3nd | pension | $138,509,334 | $176,579,083 | 78.4% | $4,746,323 15 49 No

. 0
MERS Pension | $81,255,431 | $141,255,649 | 57.5% | $4,865,316 262,276,477 Yes
Healthcare | OPEB $5,895,335 | $76,546,178 7.7% $3,823,865 6.1% No
Total $225,660,100 | $394,380,910 $13,435,504 | $62,276,477 21.6%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by the City of Battle

Creek which was received by the Municipal Stability Board (the Board) on January 16, 2019. If approved
by the Board, Treasury and the Board will continue to monitor them for compliance per Public Act 202
of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

O

O

For 2010, 2011 and 2012, the City of Battle Creek implemented plan design changes
(multiplier reduced from 2.00% to 1.50%, or adoption of a hybrid formula) for all
divisions except general non-union and Commission.

In 2010, the general non-union division eliminated the inclusion of vacation pay in the
determination of final average pay. Documentation supporting this change could not be
found.

The employee contribution rate for the general non-union division was increased from
3% to 4% in 2017, with another increase to 5% effective in 2018. Employee contribution
increases are not offset with corresponding decreases in the City’s contribution, nor are
they to be reduced upon attainment of the 60% funding threshold.

e Plan Funding:

O

The City of Battle Creek contributes additional amounts to MERS in excess of the
actuarially determined contribution (ADC for the Plan is approximately $5 million for
2017).

Recent lump sum payments amounted to $289,602 and $103,531 in December 2017
and November 2018 respectively.

e Other Considerations:

o The City of Battle Creek notes that $24.7 million of Plan liability has been recorded to

enterprise funds and that inclusion of enterprise fund revenues would have resulted in
an ADC/Revenues percentage of 9.7%, below the 10% triggering threshold.



Treasury Recommendation
City of Battle Creek
Pension Corrective Action Plan (CAP)
Primary Unit 132020

Prospective Changes:

e Modern Plan Design:

o The City would like to increase employee contributions over a 5 year period, subject to
upcoming negotiations with four bargaining units.

o Non-bargaining units will implement increases to employee contributions beginning
7/1/2019.

e Plan Funding:
o The City of Battle Creek intends to begin negotiating 1% annual increases in employee
contributions (subject to a maximum based on Division). This process will begin with

contracts expiring 6/30/2019. Non-bargained units will implement the increases on
7/1/2019.

e Other Considerations:

o The City of Battle Creek convened a committee in 2015 tasked with recommending

benefit changes to reduce plan liabilities while maintaining the ability to retain and
attract talented employees. This committee in ongoing.

Plan Size: 800 members

e Inactive employees or beneficiaries currently receiving benefits: 412

e Inactive employees entitled to but not yet receiving benefits: 48
e Active employees: 340

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:

o The corrective action plan demonstrates it will reach the PA 202 established funding

level of 60% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:

o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2020).



Treasury Recommendation
City of Battle Creek
Pension Corrective Action Plan (CAP)
Primary Unit 132020

Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

Affordable:
o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

Supplemental Information:

The City of Battle Creek corrective action plan includes additional funding and increases in employee
contributions. They have already made several payments to MERS in a surplus account which they plan
on continuing while concurrently increasing employee contribution rates. The City of Battle Creek is
expected to attain 60% funding by 6/30/2020. The 60% threshold is expected to remain relatively stable
through 2023, at which time the funding gradually improves, attaining over 100% in 2042. The impact of
these actions is illustrated in the following projection.

City of Battle Creek {1302) - All Divisions
Estimated Projectad Employer Contributions and Funded Ratios

Scenario 1 - Starting 7/1/19, Increase Member Rates by 1% Each Year until
3 Reaching 10% for Dis 01, 7% for Division 10, 11, 12, 14, 5% for Division 15,
Maodified Baseline - Member Rate Changed to 5% for 17,18, 19, 20, and Contribute Excess Amounts from Modified Baseline as
Division 01, and 3.5% for Division 14 and 19 Additional to Divisions until Reaching 100% Funded
Waluation Fiscal z Required Required Additional i
Year Year Actuarial Annual Actuarial Annual DB Annual DB | Total Annual
Ending | Beginning Accrued - Valuation Employer Accrued Valuation Employer Employer Employer
12731 in Year Liability Assets Funded 9% | Contribution Liability Assets Funded 9% | Contribution | Contribution | Contribution
2017 2019 147,730,090 88,146,249 80% 45,860,788 147,528,913 88,146,249 0% $5,710,000 $150,000 $5,860,000
2018 2020 150,400,000 85,200,000 9% +6,170,000 150,300,000 89,500,000 E0%s £5,820,000 $310,000 $6,130,000
2012 2021 153,000,000 83,500,000 58% $6,490,000 | 152,900,000 90,000,000 59% $6,000,000 $430,000 56,430,000
2020 2022 155,500,000 92,800,000 E0% %6,600,000 | 155,400,000 93,500,000 50% $5,980,000 £520,000 46,500,000
2021 2023 157,800,000 96,000,000 E1% 6,710,000 | 157,800,000 97,200,000 52% $5,960,000 $590,000 $6,550,000
2022 2024 160,000,000 98, 500,000 B52% $6,910,000 160,000,000 104,200,000 63% 6,080,000 $610,000 $6,690,000
2023 2025 161,900,000 | 100,900,000 B2% $7,130,000 | 162,000,000 | 103,200,000 54% $6,230,000 $630,000 $6,860,000
2024 2026 | 163,700,000 | 103,300,000 530 £7,350,000 | 163,800,000 | 106,200,000 E5% £65,380,000 $540,000 7,020,000
2025 2027 | 165,300,000 | 105,800,000 Edbiis £7,590,000 | 165,500,000 | 109,400,000 B6% £8,530,000 $660,000 $7,150,000
2026 2028 166,900,000 108, 500,000 a85% 57,800,000 167,100,000 112,800,000 67 % %6,640,000 $680,000 7,320,000
2027 2023 168,300,000 | 111,300,000 GE% 58,060,000 | 158,700,000 | 116,300,000 69% %6,800,000 700,000 $7,500,000
2028 2030 159,800,000 | 114,500,000 67% 58,340,000 | 170,200,000 | 120,200,000 Fi% £6,970,000 $720,000 $7,690,000
2029 2031 171,200,000 | 118,000,000 69% 58,630,000 | 171,800,000 | 124,400,000 T2% 57,150,000 £750,000 57,900,000
2030 2032 172,700,000 | 121,900,000 71% $8,930,000 | 173,400,000 | 129,000,000 T4% 57,340,000 £770,000 58,110,000
2031 2033 174, 200,000 126,300,000 73% 49,260,000 175,100,000 134, 100,000 % £7,530,000 $800,000 £8,330,000
2032 2034 175,800,000 131,300,000 75% $9,530,000 176,900,000 139,700,000 et 57,740,000 £830,000 58,570,000
2033 2035 177,600,000 | 136,200,000 TF%h $9,810,000 | 178,800,000 | 145,000,000 B2% 57,810,000 FE50, 000 $8,660,000
2034 2036 179,600,000 | 143,400,000 B0% $10,160,000 | 181,100,000 [ 153,100,000 B5% 58,010,000 $880, 000 $8,890,000
2035 2037 181,800,000 | 150,700,000 830 £10,540,000 | 183,600,000 | 161,000,000 88% $8,230,000 £920,000 £3,150,000
2036 2038 184,400,000 | 158,900,000 . BE6% £10,930,000 | 186,400,000 | 169,800,000 915, +8,450,000 $0 48,450,000
2037 2039 187,300,000 | 168,200,000 S0 $11,330,000 | 189,600,000 | 179,600,000 95% $5,470,000 $0 $5,470,000
2038 2040 150,600,000 178,700,000 4% $2,560,000 193,300,000 190,000,000 98% $1,450,000 50 $1,450,000
2039 2041 194,400,000 190,600,000 25% #2,660,000 197,400,000 199,600,000 101% #1,510,000 0 F1,510,000
2040 2042 198,800,000 | 199,200,000 100% $2,770,000 | 202,200,000 | 206,500,000 102% 1,580,000 $0 $1,580,000

Notes: The phase-in was excluded for balipark and comparisan purposes,
The assumed future annual investrrent return is 7. 755,

The long term cost of benefits is the new hire employer normaol cost of 6.21% of pay in the boseline, and the new hire employer normal cost of 3.90% of pay in the proposed scenario.

Additional contributions were determined by estimating the employer cost sowings between the baseline and proposed employee rate tables provided by the employer.

This document is not an actuarial report nor are the contribution amounts or rates certified by an actuary. The contribution amounts and rates in this document are estimates (not actual
contribution amounts or rates) and are for illustrative purpeses only. Meither the employer, nor any other party receiving or reviewing this documeant may rely an these calculations as
indicative of future contribution amounts or rates. By requesting and accepting this document, the employer agrees that MERS shall have no liability arising out of the provision of these
amounts and rates, and agrees to indemnify MERS for any liability arising from same due to the provision of this letter or any information therein to any other party or individual. Pursuant
to MCL 38.1140h and Section 46 of the MERS Flan Document, there must be a supplemental actuarial analysis conducted befare any proposed benefit change is implemented for any

Ballpark Estimate Disclosure Statement

currently active or prior employees.




Treasury Recommendation
City of Battle Creek
Pension Corrective Action Plan (CAP)
Primary Unit 132020

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation

City of Benton Harbor
Pension Corrective Action Plan (CAP)
Primary Unit 112010

Name of | Type of | Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems | System Ratio required?
MERS Pension | $9,917,959 | $26,400,392 | 37.6% | $1,115,747 | $8,078,323 13.8% YES

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by City of Benton

Harbor, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

O

The city-administered pension plan was closed July 31, 2013. MERS has been appointed
administrator since that time.

Defined benefit plan was closed, and hybrid plan offered to all new hires after April 1,
2013.

Multiplier was reduced. The agreements were signed by the EM August 7, 2013 and by
MERS on December 6, 2013.

Changed FAC calculation to remove: OT, holiday-, vacation- and sick-pay. The
agreements were signed by the EM August 7, 2013 and by MERS on December 6, 2013.
From Attachment 7b, “... city’s plan currently is 41.7% funded as of December 31, 2017,
an increase of over 4% from December 31, 2016. As a result, it is anticipated that the
funding level will reach a combined 60% in approximately 2034.” (City provided two
MERS line graphs showing this.)

e  Plan Funding:

O

Employee contributions were increased. Police and Fire and AFCSME employee
contributions were increased from 3% to 10% per the defined benefit adoption
agreement section IV provisions. The agreements were signed by the EM August 7, 2013
and by MERS on December 6, 2013.

Employer contributions were increased. The city’s contributions have increased since
2013. The city paid an additional 11%- 23% annually, from 2013 through 2017. These
increases were approved by the city commission when they adopted and approved each
annual budget.

e Other Considerations:

O

City utilizes the Enterprise Fund revenue argument. Twenty-one percent (21%) of city’s
retirement liabilities are linked to employees in Enterprise Fund. That would add
$3,288,603 to governmental fund revenue, $8,078,323, for a new total of $11,366,926.
A new ADC/government fund revenue percent of 9.8%. (51,115,747 divided by
11,366,926 equals 9.8%).




Treasury Recommendation
City of Benton Harbor
Pension Corrective Action Plan (CAP)
Primary Unit 112010

Prospective Changes:

e Modern Plan Design:
o None listed.

e Plan Funding:
o The city says it will contribute “a minimum of an additional 10% annually” over the
amount computed as the ADC of the system.

e Other Considerations

o None listed.
Plan size: 140 members (numbers retrieved from MERS link)

e |nactive employees or beneficiaries currently receiving benefits: 89
e |nactive employees entitled to but not yet receiving benefits: 4
e Active employees: 47

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the actuarial valuation found in the corrective
action plan.

e Reasonable Timeframe:
o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2034).

e Legal and Feasible:
o The local unit’s corrective action plan appears to follow all applicable laws. The actions
listed appear reasonable and the corrective action plan has been approved by the
governing body.

o Affordable:
o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

Supplemental Information: In attachment 7b of the corrective action plan, the City states that as a
result of the design change and additional funding “it is anticipated that the funding level will reach a
combined 60% in approximately 2034.” The included graphs from the MERS valuation shown below
support that assertion. The city’s plan is currently funded at 41.7%. Additionally, the included graphs



Treasury Recommendation
City of Benton Harbor
Pension Corrective Action Plan (CAP)
Primary Unit 112010

show that the computed annual employer contribution is projected to increase by approximately 110%
from 2017 to 2039, not including the additional 10% that they City plans to pay above the annual
required contribution.

The city states the plan from 2008-2013 was adversely affected by 1) insufficient ARC contributions from
2008-2013, this includes three years when nothing was paid toward the ARC; 2) rich benefits are being
paid out to retirees; and 3) there are more retirees receiving these rich benefits than active employees
currently contribution to the plan — 89 retirees v 23 active employees. (The “23” active employees
conflicts with MERS reported: 47.)

There is a summary of design changes and funding increases at the end of the CAP.
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City of Benton Harbor
Pension Corrective Action Plan (CAP)
Primary Unit 112010
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City of Benton Harbor
Pension Corrective Action Plan (CAP)
Primary Unit 112010

The Community Engagement and Finance Division (CEFD) contact:

e Treasury contacted the city to request a MERS document showing the city reaching 60% in 2034.



Treasury Recommendation
Bloomfield Township Public Library
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 638006

Name of Type of | Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $7,772,556 | $7,977,165 | 97.4% $0 §7.154 434 0% No
Healthcare OPEB SO $5,257,680 0.0% $531,108 Y 7.4% Yes
Total $7,772,556 | $13,234,845 $531,108 | $7,154,434 7.4%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Bloomfield Township
Public Library which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
o Retiree health care plan design changes include requiring the use of mail order for
certain high cost RX drugs and Medicare as primary insurance for ages 65 and older.
o Plan was closed to employees hired after May 2011, who get a Retiree Health Savings
Account, with fixed annual contribution of $2,500 and 2% employee contribution.

e Plan Funding:
o 100% of the UAAL is reported in the Assigned Fund Balance. Increases have historically

been budgeted pursuant to a biennial actuarial valuation, and in non-valuation years
UAAL contributions are estimated using census data, premiums paid, discount rate, and
contributions paid.

e Other Considerations:

o Worked with an investment advisor to develop an investment strategy and unit is using
the actuarial proposed 6% discount rate.

Prospective Changes:

e Modern Plan Design:
o Increased retiree cost sharing and reduced benefit costs will continue through future
time periods.
o Impact from 2011 closing of the OPEB plan and the switch to retiree HAS will increase
over time as the existing pool of employees is replaced.

e Plan Funding:
o The local unit approved to create a qualified trust to receive, invest and accumulate

assets for retirement healthcare by FY end 3/31/19.




Treasury Recommendation
Bloomfield Township Public Library
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 638006

o Local unit approved to change its funding methodology from Pay-As-You-Go basis to
40% funding of the healthcare liability by resolution of this corrective action, 12/18/18.

e Other Considerations:
o Beginning in FY 2019, the local unit will fund 40% of the healthcare liability in a qualified
Section 115 Trust and will continue to maintain a 40% funded level.

Plan size: 38 members

e Inactive employees or beneficiaries currently receiving benefits: 7
e Inactive employees entitled to but not yet receiving benefits: 13
e Active employees: 18

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 40% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:
o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 40% within a reasonable timeframe (2019).

e legal and Feasible:

o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

Supplemental Information:

Bloomfield Township Public Library included a projection that shows the plan would maintain a funded
ratio of at least 40% for the projection period and would reach a funded ratio of 100% by 2045.
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Bloomfield Township Public Library
OPEB Corrective Action Plan (CAP)
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Capital Area Transportation Authority
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 337510

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
Union Pension | $32,154,390 | $32,221,042 | 99.8% | $446,533 | $53,631,807 2.0% No
Employees

Administrative | Pension | $18,116,293 | $20,837,015 | 86.9% | $645,500 2.0% No
Capital Area OPEB $6,693,301 | $35,530,482 | 18.8% | $5,138,595 9.6% Yes
Total $56,963,984 | $88,588,539 $6,230,628 | $53,631,807 13.6%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Disapproval of the OPEB corrective action plan submitted by Capital Area

Transportation Authority (CATA), which was received by the Municipal Stability Board (the Board) on
January 16, 2019. If disapproved, Capital Area Transportation Authority, will receive a detailed letter from
the Board listing the reasons for disapproval. Capital Area Transportation Authority will have 60 days from
the date of the notification to address the reason for disapproval and resubmit a corrective action plan
for approval.

Changes Made:

The existing union contract contains three eligibility groups depending on an employee’s

The level of medical benefits to be provided to retirees and their spouses prior to age 65

must match that provided to active employees under the Union contract. If you are age

65 or older, the benefits must equal to that provided under Medical Supplemental
benefits underwritten by BC/BS or MI.
Employees that retire early, with less than 10 years of service, are not eligible at any

time for OPEB benefits. Employees that retire with at least 10 years of service are not

eligible at any time for OPEB benefits.
Surviving spouses are to receive retiree benefits only until age 65 or for 20 years.

Retirees age 65 or older are to receive the same prescription drug benefits as the pre-

Spouses of retirees that have other medial benefits available to them will not be
covered under CATA’s retiree medical plan.
Retirees are required to pay participation fees to CATA to be covered until retiree

CATA’s OPEB Trust was created in September 2009. CATA has made employer
contributions to the OPEB Trust in years following 2010 ranging from $441,000 a year to
$788,000. 2016 was the only year a contribution was not made.

Modern Plan Design:
o
hire date.
o
o
age 65 retirees.
o
o
medical benefits.
Plan Funding:
o)
o)

In 2005 Retirees participating in plan where required to contribute $9 a week. This has

been increased six times and is currently at $22 a week for health, plus $3 a week for
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dental and vision.

e Other Considerations:

o In May 2018, CATA management formed a committee to investigate and understand its
current OPEB situation, to develop an OPEB corrective action plan and, ultimately, to
implement the CAP.

o InJune 2018, CATA engaged Plante Moran to perform an analysis and evaluation of
CATA’s OPEB plan and to present and educate CATA’s management on potential options
to address its underfunded OPEB obligation.

o In October 2018, Plante Moran provided CATA with a report that provided information
concerning retiree medical findings, alternative plan designs and cost impacts of
potential changes to the plan.

Prospective Changes:

e Modern Plan Design:
o None Noted.

e Plan Funding:
o None Noted.

e Other Considerations:
o CATA management expects to begin negotiations with the ATU towards the end of
2019. Potential changes to the service period and retirement age, level of benefits, and
increased funding by both CATA and the participants.

Plan size: 342 members

e |nactive employees or beneficiaries currently receiving benefits: 128
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 214

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are partially met:

e Legal and Feasible:

o The local unit indicated its corrective action plan was legal and feasible in Section 7 of
the corrective action plan template; however, our review indicates the CATA will not
present this CAP to its Board of Directors until the February 20, 2018 meeting of the
Board.
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The following corrective action plan approval criteria were not met:

e Underfunded Status:
o The corrective action plan failed to demonstrate the retirement system will reach 40%
funded.

e Reasonable Timeframe:
o The corrective action plan does not demonstrate when the retirement system will reach
40% funded.

o Affordable:

o The local unit did not confirm in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

Supplemental Information:

CATA completed study in October of 2018 to review OPEB. The submitted CAP did not have board
required approval and does not show how they will address their funded status. No information has
been provided on how they plan to provide additional funding or changes in benefits to get to 40%
funding within 30 years.

The Community Engagement and Finance Division (CEFD) contact:

e Prior to the CAP submission Community Engagement and Finance Division had discussed the
process on multiple occasions with CATA representatives.



Treasury Recommendation
City of Center Line
MERS Pension Corrective Action Plan (CAP)
Primary Unit 502010

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
Police and Fire

Retirement Pension | $11,950,967 | $18,532,982 | 64.5% | $759,728 10.3% NO
System $10,069,789 '

MERS Pension | $3,870,553 | $8,207,153 | 47.2% | $273,151 YES
Healthcare OPEB $3,330,297 | $23,270,422 | 14.3% | $1,758,188 14.3% YES
Total $19,151,817 | $50,010,557 $2,791,067 | $10,069,789 24.6%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by City of Center Line,
which was received by the Municipal Stability Board (the Board) on January 16, 2019. If approved by the
Board, Treasury and the Board will continue to monitor them for compliance per Public Act 202 of 2017

and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

o AFSCME - Increase employee contributions from 6% to 8% on July 1, 2011

o AFSCME - Lowered retirement multiplier to 1.5% for all employees hired after October
15, 2011, as well as FAC shall be over 60 months and overtime, unused sick and vacation
time will not be folded into final average compensation.

o0 GELC - Increased employee contributions from 6% to 8% on July 1, 2011.

o GELC - Lowered retirement multiplier to 1.5% for all employees hired after October 15,
2011, as well as FAC shall be over 60 months and overtime, unused sick and vacation
time will not be folded into final average compensation.

o GELC - Employees hired after March 1, 2016 shall be provided a MERS Defined
Contribution Plan and not be eligible for Defined Benefit plan coverage

e Plan Funding:
o City Council adopts an accelerated funding plan for defined benefit MERS system.
o City Council approved a lump sum contribution of $ 500,000.00.
o City Council approved a lump sum contribution of $ 200,000.00.

e Other Considerations:
o Actuarial Assumptions were revised with the December 31, 2016 Actuarial Valuation.
o A new Form 5572 (01-18) has been completed using Enterprise revenues combined with
our General Governmental Fund revenues for our W&S Employees and Retirees.

Prospective Changes:

e Modern Plan Design:

o The Center Line City Council adopts a new accelerated funding policy increasing
actuarially determined monthly contributions and depositing them into a new "surplus
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Treasury Recommendation
City of Center Line
MERS Pension Corrective Action Plan (CAP)
Primary Unit 502010
division" as part of the plan. Anticipated one hundred percent (100%) fully funded plan
in twenty (20) years.

e Plan Funding:
o See governing body policy mentioned above with increased additional contributions
above the actuarially required contributions.

e Other Considerations:

o None noted.

Plan size: 92 members

e Inactive employees or beneficiaries currently receiving benefits: 71
e |nactive employees entitled to but not yet receiving benefits: None noted
e Active employees: 21

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:

o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:

o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2029).

e Legal and Feasible:

o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

The following corrective action plan approval criteria are partially met:

e Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast. However,
our review indicates all of the local unit’s annual required contribution as a percentage

of general fund operating revenues is 24.6%. This reflects a significant portion of the
local government’s budget.



Treasury Recommendation
City of Center Line
MERS Pension Corrective Action Plan (CAP)
Primary Unit 502010
Supplemental Information:

The City of Center Line included their actuarial valuation which shows their pension system will reach
60% funded. The city also included a projected employer contributions graph, showing that between
2019 and 2033, annual employer contributions increase by approximately $300,000, or 100%.
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Treasury Recommendation
City of Center Line
MERS Pension Corrective Action Plan (CAP)
Primary Unit 502010

Projected Employer Contribution
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The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation
City of Center Line

OPEB Corrective Action Plan (CAP)

Primary Unit 502010

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $11,950,967 | $18,532,982 | 64.5% | $759,728 10.3% NO
MERS Pension | $3,870,553 | $8,207,153 47.2% | $273,151 | $10,069,789 ' YES
Healthcare | OPEB $3,330,297 | $23,270,422 | 14.3% | $1,758,188 14.3% YES
Total $19,151,817 | $50,010,557 $2,791,067 | $10,069,789 24.6%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by the City of Center
Line, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If approved
by the Board, Treasury and the Board will continue to monitor them for compliance per Public Act 202
of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

o On October 15, 2010, OPEB benefits were closed to new hires for AFSCME and GELC
Collective Bargaining Units.

o On September 12, 2011, OPEB benefits were closed to new hires for POAM and COAM
Collective Bargaining Units.

o New hires participate in a Health Savings Account program.

o Healthcare coverage for retirees mirrors active employees and is coordinated with
Medicare.

o Collective Bargaining Agreement provisions created additional eligibility restrictions for
designated spousal and dependent beneficiaries, established non-resident
requirements, and created an opt-out provision to pay retirees a lump-sum payment in
lieu of coverage

e Plan Funding:
o Created a qualified trust in June, 2013 to dedicate assets toward the funding of
retirement healthcare benefits.
o City approved an additional $744,410 contribution in 2013 and an additional $489,893
contribution in 2014.

e Other Considerations:
o Created an OPEB board to manage OPEB trust in May 2018.

Prospective Changes:

e Modern Plan Design:
o None listed

e Plan Funding:



Treasury Recommendation
City of Center Line
OPEB Corrective Action Plan (CAP)
Primary Unit 502010

o The City’s triennial budget calls for continuing annual contributions above the annual
required contribution.
o Looking into the possibility of Public Act 345 millage.

e QOther Considerations:

o Utilizing a conservative investment rate of return of 6%, with a level dollar amortization
over a closed period of 24 years.

Plan size: 92 members

e |nactive employees or beneficiaries currently receiving benefits: 71
e Active employees: 21

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding

level of 40% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:

o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 40% within a reasonable timeframe (2022).

e Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

The following corrective action plan approval criteria are partially met:

e Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast. However,
our review indicates all of the local unit’s annual required contribution as a percentage
of general fund operating revenues is 24.6%. This reflects a significant portion of the
local government’s budget

Supplemental Information:

The City of Center Line included their triennial budget showing budgeted OPEB contributions. The city
also included actuarial projections showing the impact of these additional payments. The actuarial
analysis provided 4 different scenarios depending on the additional excess contribution (25K, 50K, 75K,



Treasury Recommendation
City of Center Line
OPEB Corrective Action Plan (CAP)
Primary Unit 502010

or 100K). The city does not indicate which plan they intend to follow beyond the next 3 years that are
budgeted, but each plan ends with 40% funding in 2022

TRIENNIAL BUDGET DETAIL

FY2017 ADOPTED BUDGET MEMO
ACCT AMENDED FY2018 BUDGETED CHANGE FY2010 FY2020
NO  ACCOUNT TITLE BUDGET BUDGET | $CHANGE % CHANGE | FORECAST  FORECAST
998.736 OPEB CONTRIBUTION s 35000 $§ 40,000 $ 5,000 14% $ 50,000 $§ 50,000

City of Center Line Retiree Health Care Plan
Projection Schedule
with an Additional $25,000 Annual Contribution

Actuarial Accrued Liability (AAL) Projection Market Value of Asset Proji
Actuarially Computed
Normal Benefit Employer Excess Benefit AssetValue* | Unfunded Funded
Fiscal Year Cost Payments Interest AAL EOY C ibutis Contribution Pay EQY Liability (EOY) Percentage
@ ) [(ed=(a)-(b) (d)=(b)/(a)
7/1/2016 - 6/30/2017 $19,979,149 $ 4,614,471 | § 15,364,678 23.10%
7/1/2017 - 6/30/2018 | $219,760 $ 917,717 $1,177,810 20,459,003 $1,756,866 $25,000 £ 017,717 $ 302,793 5,781,413 14,677,589 28.26%
7/1/2018 - 6/30/2019 | 202,240 1,004,361 1,203,477 20,860,359 1,556,339 25,000 1,004,361 364,194 6,722,586 14,137,774 32.23%
7/1/2019 - 6/30/2020| 178,496 1,077,640 1,224,647 21,185862 1,541,549 25,000 1,077,640 418,022 7,629,517 13,556,346 36.01%
7/1/2020- 6/30/2021| 151,830 1,142,189 1,241,441 21436945 1,245,144 25,000 1,142,189 461,610 8,219,082 13,217,863 38.34%
7/1/2021 - 6/30/2022 | 121925 1,226,495 1,253,080 21585454 1,213,086 25,000 1,226,495 493,493 8,724,165 12,861,289 40.42%

A Includes payment towards the Normal Cost Accrual and an Amortization Payment.
* Projected values with the exception of the June 30, 2017 value.

Assuming all assumptions are met (including but not limited to the following) the Plan is projected to obtain a 40% funded level, on a market
value basis, by the fiscal year ending June 30, 2022.

¢ Annual excess contributions of $25,000 begin during the fiscal year ending June 30, 2018;

» The assumed rate of interest was 6.00%;

¢ The contributions made by the Plan for the years ending June 30, 2018, June 30, 2019 and June 30, 2020 are as established in our
December 31, 2014 and December 31, 2016 valuation reports, based on 6.00% interest; and

* Contributions, normal cost accruals, and benefit payments occur halfway though the year.



with an Additional $50,000 Annual Contribution

Treasury Recommendation
City of Center Line
OPEB Corrective Action Plan (CAP)
Primary Unit 502010

City of Center Line Retiree Health Care Plan

Projection Schedule

Actuarial Accrued Liability (AAL) Projection Market Value of Asset Projection
Actuarially Computed
Normal Benefit Employer Excess Benefit Asset Value* | Unfunded Funded
Fiscal Year Cost Pay AAL EQY Contribution® Contribution Pay EOY Liability (EQY) Percentage
(a) (b) {c)={a)-(b) (d}=(b)/(a}
7/1/2016 - 6/30/2017 $ 19,979,149 § 4614471 | $ 15364678  23.10%
7/1/2017 - 6/30/2018 | $219,760 $ 917,717 $1,177,810 20,459,003 $1,756,866 $50000 $ 917,717 $ 303,543 5,807,163 | 14,651,839  28.38%
7/1/2018-6/30/2019 | 202,240 1,004,361 1,203477 20,860,358 1,556,339 50,000 1,004,361 366,489 6,775,631 14,084,729 32.48%
7/1/2019 - 6/30/2020 178,496 1,077,640 1,224,647 21,185,862 1,541,549 50,000 1,077,640 421,955 7,711,495 13,474,368 36.40%
7/1/2020 - 6/30/2021 151,830 1,142,189 1,241,441 21,436,945 1,238,532 50,000 1,142,189 467,080 8,324,918 13,112,027 38.83%
7/1/2021 - 6/30/2022 121925 1226495 1,253,080 21,585,454 1,204,350 50,000 1,226,435 500,331 8,853,103 12,73_2&51 41.01%

A Includes payment towards the Normal Cost Accrual and an Amortization Payment.

* Projected values with the exception of the June 30, 2017 value.

Assuming all assumptions are met (including but not limited to the following) the Plan is projected to obtain a 40% funded level, on a market

value basis, by the fiscal year ending June 30, 2022.

e Annual excess contributions of $50,000 begin during the fiscal year ending June 30, 2018;

» The assumed rate of interest was 6.00%;

* The contributions made by the Plan for the years ending June 30, 2018, June 30, 2019 and June 30, 2020 are as established in our
December 31, 2014 and December 31, 2016 valuation reports, based on 6.00% interest; and
e Contributions, normal cost accruals, and benefit payments occur halfway though the year.

The Community Engagement and Finance Division (CEFD) contact:

e None noted.




Treasury Recommendation
Community Mental Health Authority of Clinton, Eaton, and Ingham Counties
Pension Corrective Action Plan (CAP)
Non-Primary Unit 197504

Name Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP

of System Ratio required?
Systems

MERS Pension | $123,935,138 | $173,414,652 | 71.5% | $4,547,711 | $11,7692,265 3.9% Yes

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by The Community
Mental Health Authority of Clinton, Eaton, and Ingham Counties (CMHA), which was received by the
Municipal Stability Board (the Board) on January 16, 2019. If approved by the Board, Treasury and the
Board will continue to monitor them for compliance per Public Act 202 of 2017 and implementation of

their corrective action plan.

Changes Made:

e Modern Plan Design:
o None noted.

e Plan Funding:
o None noted.

e Other Considerations:
o CMHA unintentionally missed the filing deadline of their Annual Systems Retirement
Report (Form 5572). CMHA has subsequently completed its Form 5572 and has
submitted it as part of its corrective action plan. The Form 5572 shows the system is
71.5% funded.

Prospective Changes:

e Modern Plan Design:
o None noted.

e Plan Funding:
o None noted.

e Other Considerations:
o None noted.

Plan size: 1,370 members

e Inactive employees or beneficiaries currently receiving benefits: 428
e Inactive employees entitled to but not yet receiving benefits: 146
e Active employees: 796




Treasury Recommendation
Community Mental Health Authority of Clinton, Eaton, and Ingham Counties
Pension Corrective Action Plan (CAP)
Non-Primary Unit 197504

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

Underfunded Status:
o The local government has demonstrated through supporting documentation that is has
already reached the PA 202 established funding level of 60% funded.

Reasonable Timeframe:
o The corrective action plan demonstrates through supporting documentation that it has
already reached the PA 202 established funding level of 60%.

Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

Affordable:
o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

Supplemental Information:

CMHA has subsequently completed its Form 5572 and has submitted it as part of its corrective action
plan. The Form 5572 shows the system is 71.5% funded.

The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation
City of Crystal Falls
OPEB Corrective Action Plan (CAP)
Primary Unit 362020

Name of Type of Assets Liabilities Funded ADC Revenues ADC/ CAP

Systems System Ratio Revenue | required?

MERS Pension | $5,202,137 | $9,220,492 56.4% $374,566 26.0% NO
1,438,452

gg’;'t;' Falls OPEB | $90,534 |$3182,654 | 28% | 198410 | V3% 13.8% YES

Total $5,292,671 | $12,403,146 $572,976 | $1,438,452 39.8%

Source: Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by City of Crystal Falls,

which was received by the Municipal Stability Board (the Board) on January 16, 2019. If approved by the
Board, Treasury and the Board will continue to monitor them for compliance per Public Act 202 of 2017
and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

O

In 2012, the City eliminated dependent coverage for future retirees. In addition, retiree
health benefits end at age 65.
In 2017, the City entered into a new agreement with both POAM and IBEW that
increased all new employees’ contributions to medical insurance from 0% to 20%. In
addition, current IBEW employees also agreed to pay 10% of premiums effective
immediately.

= |tis unclear whether these contributions continue in retirement.
No documentation provided for these changes.

e Plan Funding:

O

Effective January 1, 2016, the City created a qualified Trust/Retiree Health Funding
Vehicle (RHFV) with MERS and has funded it every month (documentation provided). As
of September 30, 2018, the account has $123,519.71. The funding of this is in addition
to retiree medical benefits funded on a pay-as-you-go basis.

e Other Considerations:

O

The City contracted with Milliman, Inc. to perform an actuarial projection. According to
this projection, the City will reach the 40% funded threshold for its OPEB plan by 2024 if
the City makes $7,500 in monthly contributions. The City Council has approved this by
resolution, which was provided.

The analysis that Milliman performed was on a closed group, which assumes that the
number of active employees covered by the plan will gradually decline as employees
retire or terminate. We are relying on the work done by Milliman and think the
assumptions are reasonable with the exception of not doing an open group projection.
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Treasury Recommendation
City of Crystal Falls
OPEB Corrective Action Plan (CAP)
Primary Unit 362020

Prospective Changes:

e Modern Plan Design:
o The City will seek to maintain the 20% cost sharing for insurance premium during labor
negotiations in 2020, when the current agreements expire.
= |tis unclear whether this affects retirees.

e Plan Funding:
o In November 2018 (and again in December 2018) the City Council approved a measure

to increase the monthly funding of the RHFV to $7,500 per month. Based on the
actuarial analysis done, the City will meet the 40% threshold by 2024.

e Other Considerations:

o Itis noted in the plan that enterprise funds from the City (Water, Electric, and Sewer)
were not allowed inclusion in the final calculation. Had they been, the City was well
below the 12% of general fund operating revenues for the retirement health systems
trigger. There was no supporting documentation provided.

Plan Size: 39 members

e Inactive employees or beneficiaries currently receiving benefits: 24
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 15

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:

o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 40% funded as demonstrated by the actuarial projection found in the corrective
action plan. Note that the analysis assumes a closed group (no new entrants), which is
likely not realistic for this type of analysis because this plan remains open to new

entrants.

e Reasonable Timeframe:
o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 40% within a reasonable timeframe (2024).




Treasury Recommendation
City of Crystal Falls
OPEB Corrective Action Plan (CAP)
Primary Unit 362020

e Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan

is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

The following corrective action plan approval criteria are partially met:

e Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast. However, the local unit’s corrective action
plan will fund the Trust $90,000 annually in addition to paying benefits on a pay as you
go basis until the Trust is 100% funded. The amount contributed for 2017 was $298,333,
which was 150% of the ADC and 20.7% of revenues. In addition, the local unit’s pension
plus OPEB annual required contribution as a percentage of general fund operating
revenues is 39.8%. Either of these contribution measures represent a significant portion
of the local government’s budget.

Supplemental Information:

City of Crystal Falls included:

e Documentation of the two resolutions for payments to Trust
e Closed actuarial projection performed by Milliman showing that the new contributions (590,000
annually in addition to pay as you go benefit payments) will meet the 40% threshold by 2024



Treasury Recommendation
City of Crystal Falls
OPEB Corrective Action Plan (CAP)
Primary Unit 362020
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The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation
City of Dearborn Heights
OPEB Corrective Action Plan (CAP)
Primary Unit 822040

Name of Type of Assets Liabilities Funded ADC Revenues ADC/ CAP
Systems System Ratio Revenue | required?
GERS Pension | $39,512,564 $52,791,859 74.8% $904,328 7 9% No
Police & Fire | Pension | $174,367,274 | $199,472,907 | 87.4% $2,511,017 | $47,291,305 ' No
Healthcare OPEB S0 $168,693,439 0% $13,983,925 29.6% Yes
Total $213,879,838 | $420,958,205 $17,399,270 | $47,291,305 | 36.8%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by City of Dearborn
Heights, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

o In 2009, Medicare retirees were placed into lower costing Medicare Advantage Plans.

o Those who retired on/after June 30, 2010 have premium cost sharing based on a
percent of pension benefit.

o Police officers hired on/after April 13, 2011 and Carpenters hired on/after July 1, 2011
are not eligible for retiree health benefits.

o City adopted the PA 152 hard caps and changed benefit plans for all current employees
as of 1/1/18.

o Employees who retired after December 31, 2018 have higher premium cost sharing. No
details of this change were included in the CAP.

e Plan Funding:
o The City passed a Headlee Override in 2011, raising the millage rate to cover retiree

healthcare expenditures.

o The Act 345 millage pays for retiree healthcare premiums for Police and Fire retirees.

o The General Fund balance has earmarked $2,000,000 for future healthcare costs to start
funding the trust.

e Other Considerations:

o The GASB 75 valuation for FY 2018 has a lower liability of $165,700,259.

o Using actuarial assumptions prescribed by PA 202, the AAL is $111,515,681.

o The City obtained an actuarial projection showing that a $1,500,000 annual
contribution, in addition to the pay-as-you-go expense, is sufficient to achieve a 40%
funded status.

o The City is capable of providing an additional $1,500,000 of funding.




Treasury Recommendation
City of Dearborn Heights
OPEB Corrective Action Plan (CAP)
Primary Unit 822040

Prospective Changes:

e Modern Plan Design:
o Future (post December 31, 2018) retirees have increased premium cost sharing and
lower costing healthcare plan designs.
o The City will seek to reduce/eliminate retiree healthcare benefits for all new hires.
However, documentation to this effect was not included.
o The City will also continue to work with their healthcare consultants to strategically
lower costs while maintaining benefit levels for current retirees.

e Plan Funding:
o The City will separate the funds between Police & Fire retirees and General Government

retirees.
o The Act 345 millage will be used to fund the trust.
o The City has assigned $1,500,000 in the near term to achieve a 40% funding level.

e Other Considerations:

o The City will begin funding the OPEB based on the actuarial projection with an annual
payment of $1,500,000. This allows the OPEB plan to reach a funded status of 41%
within 30 years.

o Based on historical cash flows in the General Fund and other funds that are responsible
for prefunding the $1,500,000, the City claims to be more than capable of meeting the
obligation.

Plan Size: 574 members

e |nactive employees or beneficiaries currently receiving benefits: 331
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 243

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 40% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:
o The corrective action plan demonstrates the local unit reaches the PA 202 established

funding level of 40% within a reasonable timeframe (2047).




Treasury Recommendation
City of Dearborn Heights
OPEB Corrective Action Plan (CAP)
Primary Unit 822040

The following corrective action plan approval criteria are partially met:

e Legal and Feasible:

O

The local unit indicated its corrective action plan was legal and feasible in Section 7 of
the corrective action plan template; however, our review indicates that there is no
mention of the payment of normal costs for new employees hired after June 30, 2018 as
required by PA 202 of 2017.

e Affordable:

O

The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast. However, our review indicates the plan’s
annual payment of $1,500,000 combined with projected retiree premium payments and
actuarially determined contributions for the pension plans as a percentage of general
fund operating revenues is 23% in FY 2019. This reflects a significant portion of the local
government’s budget.

Supplemental Information:

The following charts were provided to demonstrate that the retiree healthcare system will reach 40%
funded by 2047. The projection assumes annual contributions of $1.5 million and was prepared using a
7.0% investment return assumption. The calculated actuarial determined contribution over this period
increases to greater than 100% of the annual general operating revenue. Additionally, while the funded
percentage of this system continues to improve over the course of this corrective action plan, since this
system remains open to new hires, the total liabilities and unfunded liabilities also continue to increase.



Treasury Recommendation
City of Dearborn Heights
OPEB Corrective Action Plan (CAP)

Primary Unit 822040
Actuarially General
Actuarial Accrued Amortization Determined Operating
FYE Liability (AAL} ENP Unfunded AAL Funded % Normal Cost period Amort UAAL  Contribution (ADC) ue
6/30/2018 $111,515,681 $0 $111,515,681 0.0% $1,859,483 30 $8,398,736 $10,611,195 $47.291,305
6/230/2020 $115,001,515 $1,551.612 $113,440,903 1.3% $1.964,103 29 $8,635,833 $10,064,659 $48,473,588
6302021 $118,580,880 $3.203,812 $115,387,078 2.7% $2.103.175 28 $8,885,013 $11,366,270 $49,685,427
6/30/2022 $122,241,112 $4.863121 $117,277,991 4.1% $2,212.310 21 38,143,028 $11,746,983 $50,927.563
6/30/2023 $125,928,523 $6,836,482 $119,002,041 5.4% $2,318.527 26 59.411,725 $12,133.867 $52,200,752
6/30/2024 $129,403,997 $8,831,289 $120,572,708 8.8% $2,458,980 25 $9.669,538 $12,545,817 $53,505,771
6/30/2025 $132,761.168 $10,955.415 $121,805,753 8.3% §2,594,237 24 $9,925,350 $12,0850,361 $54,843,415
6/30/2026 $£136,143,868 $13,217,245 $122,926,743 8.7% $2,737,560 23 $10.191,882 $13,374,319 $66,214,501
6i30/2027 $139,648,525 $15,625,704 $124,023 821 11.2% $2,876,053 2 $10.478,243 $13.814,516 $57.619.863
6/30/2028 $143,164,045 $18,190208  $124,973,747 12.7% $3,068,893 27 §10,779,161 $14,324,538 $50,060,360
63012029 $146.686,083 $20,821,150 $126,764,933 14.3% $3,316,406 20 $11,094,692 $14,806,955 $60,536,869
6/30/2030 $150,432,109 $23.6820,038 $126.603.071 15.8% §$3.483.211 19 $11.447 877 $15,444,838 $82,050,290
6/30/2031 $154,413.876 $26,025438 $127,488 438 17.4% $3,710.094 18 §11,844,820 $16,080,128 $63,601,548
6/30/2032 $159,110,056 $30,222 571 $128 BBT 485 19.0% $3,946,310 17 §12,337 687 §16,844,298 $65,191,586
8/30/2033 $164,616,350 $33,733 451 $130,882,809 20.5% $4,189,200 16 $12,948 557 $17,727,434 $66,821,376
6/30/2034 $170,768,904 $37,471.034 $133,207,060 21.9% $4,438,780 15 §13,677,851 $18,741,023 $68,481,910
6/30/2035 $177,542,250 $41,452, 775 $136,089.475 23.3% $4,669,605 14 $14,543,124 $19,873,801 §70,204,208
6/30/2036 $184,806,550 §45,601,686 $139,114,873 24.7% $4,904,584 13 $15,556,273 $21,164,876 $71,859.313
6/30/2037 $102,560,229 $50,205,396 $142,383,833 26.1% $5,197,680 12 $16,753,652 $22,706.634 $73,756.206
6/30/2038 $200,751,506 $55,011,722 $145,729,783 27 4% $5.518,024 11 $18,163,911 $24,496.805 £75,602,254
61302039 $200,467,034 $60,129,632 $14D,337 402 28.7% $5,800,332 10 $19,871,206 $26,554 838 $77.492 310
6/30/2040 $21B,458,680 $65,579,325 $152,879,356 30.0% $6,103,182 9 $21,920,825 $26,867,568 $79,420.618
/3012041 $227,972,734 $71.382,311 $156,580,423 31.3% $6,447.865 8 $24,508,269 $32,021,274 $81,415,358
a/30/2042 $237,198,500 $77,561,492 $158,637.007 7% $6,813,802 7 $27,683,328 $35,684,108 $83,450,742
63072043 $248,010,7986 $84,141,258 $161,860,537 34.2% $7.246 422 6 $31,737,886 $40,324.658 $85,537.011
6/30/2044 $254.673,563 $81,147 576 $163,526,007 35.8% $7,808,116 5 $37,273,338 $48,633,653 $87,675,436
8/30/2045 $263,209.240 $98.608,100 $164,601,149 37.5% $8,407,157 4 $45,415,783 $55,674,862 $80,867,322
6/30/2046 $271560,080  $106,552,274  $165018,625 39.2% $9,008,113 3 $58,766,205 $70,104,324 $92,114,005
6/30/2047 $280,508,645 $115,011,452 $165.497,183 410% $8,5899,630 2z $85,548.858 $66,420,283 $94,416,855
Client inputs
Wil the City coniribule pay-as-you-go costs? Yes
Pre-funding Gity Confribitions (in addiion e pay-ga) ] 1,500,000 *
What is the City's Govemnmental Fund Revenue? § 47201305 ss of BA0/2018
Expacted Annusl Increass on General Oparating Revenue 2.5%

Results Summacy

Projacted Year of 40% Funding of UAAL
Projected Year of ADC < 12% of GOR

ADC a8 u % of General Opensting Revenue (GOR)
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As shown in the chart below, the projected annual premium payment is expected to increase by 136%
over the life of this plan. When combining the premium payment and proposed additional contribution
for this system, coupled with the required pension contributions, the City is paying above 20% of their

annual revenues for retirement costs. Based on the pay-go projection, this trend will continue for the
foreseeable future.



Treasury Recommendation
City of Dearborn Heights
OPEB Corrective Action Plan (CAP)
Primary Unit 822040

Cash Flow Projections B
City of Dearborn Heights GASB 75 Valuation for Fiscal Year Ending June 30, 2018

L e e e LA 5 R it

The below projections show the actuarially estimated employer-paid contributions for retiree health benefits for the next thirty years. Results are shown
separately for a closed group of current/future retirees. These projections include explicit and implicit subsidies.

Gk

CRESEE
kY E

R VLR i Betirees) L Re s Ral St Wil
2019 § 5955987 § 144066 $ 6100,053 2029 S 7459244 § 1767292 § 9236536 2033 § 5264900 § 4642079 $ 9,906,979
220§ 6135570 § 232677 § 6368247 2030 $5 7459724 § 1910822 § 5,370,546 2040 § 5797700 $ 4790331 $ 5,988,031
2021 $ 6373696 § 368§ 6710528 2031 § 7054553 3§ 2142503 § 9197056 2041 § 5238594 § 5482268 $10720862
2022 § 6595384 § 440,948 5 7,036,332 2032 5 6,683,800 % 2327363 § 9,011,163 2042 ¥ 5223099 $ 6321,167 $11,544,266
2023 § 7020838 § 552893 § 7,573,831 2033 § 6500105 $ 2480280 § 8980385 2043 5196109 § 7173731 $12,369,840
2024 § 7,332,712 $ 692251 $ 8,024,963 2034 % 5077930 $ 2918622 § 8,996,552 2044 % 5140018 § 7974226 $13,114,244
2025 § 7446564 § 861258 § 8307922 2035 § 5827706 § 3294995 § 9122701 2045 § 5123820 $ 8801046 $13924866
2026 § 7529426 5 963,26 § BASLES2 2036 § 5652202 3 3596853 § 9249055 2046 $ 5016970 $ 9193126 $14210096
2027 $ 7571697 § 1189636 $ 8761333 2037 § 5526664 § 3998555 $ 9525219 2047 § 4951123 § 9478370 $14429453
2008 $ 7520290 §$ 1538310 § 908600 2038 § 5247746 $ 4379233 § 9,626979 2048 § 4883547 5 9517.058 $14,400,605

Projected Employer Pay-go Cost

Millions

EEeEEEEE

2019 2021 2023 2005 2027 2029 2031 2033 2035 2037 2039 2041 2043 2045 igar

W CurrertRetirees W Future Retiraes

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation
Eastern Upper Peninsula Transportation Authority
Pension Corrective Action Plan (CAP)
Primary Unit 177516

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $5,031,330 | $11,408,816 44.1% $423,807 $4,381,794 9.7% Yes

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by Eastern Upper

Peninsula Transportation Authority (EUPTA) which was received by the Municipal Stability Board (the
Board) on January 16, 2019. If approved by the Board, Treasury and the Board will continue to monitor

them for compliance per Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

O

Employees hired on or after June 1, 2016 are a new group linked to MERS Division 01 for

General Employees and Division 10 for Busing Union. General and Busing Union
employees hired prior to June 1, 2016 were linked to MERS Division 11.

This change reduced the benefit multiplier from 2.25% to 1.5%, increased the Final
Average Compensation period from 3 years to 5 years, and increased the Vesting
requirement from 6 years to 10 years. The unreduced early retirement benefit is no
longer available. The automatic 2.5% COLA was eliminated.

e Plan Funding:

O

The EUPTA chose the “no phase in” employer contributions, increasing the monthly
contribution from $41,175 to $46,203. This exceeds the actuarially determined
contribution (ADC for the Plan is approximately $400,000 for 2017). The increased
contributions are not reflected in the most recent actuarial report.

The higher contribution amounts were confirmed by MERS by email on July 31, 2018.

e Other Considerations:

O

None noted.

Prospective Changes:

e Modern Plan Design:

O

None noted.

e Plan Funding:

O

The EUPTA will continue to contribute at the “no phase in” level.

e Other Considerations:

O
O

Limit wages used to determine the pension.

Fixed amortization period which provides a specific date by which all obligations will be

fully funded.
Perform regular Actuarial Experience Study.
Adopt Benefit Increase Policy.




Treasury Recommendation
Eastern Upper Peninsula Transportation Authority
Pension Corrective Action Plan (CAP)
Primary Unit 177516

Plan Size: 53 members

e Inactive employees or beneficiaries currently receiving benefits: 30
e Inactive employees entitled to but not yet receiving benefits: 3
e Active employees: 20

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:
o The Corrective Action Plan demonstrates it will reach the PA 202 established funding

level of 60% as demonstrated by the actuarial projection attached to the Corrective
Action Plan.

e Reasonable Timeframe:

o The Corrective Action Plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2030). It is important to note the
projection does not appear to take into account 2018 investment performance, which
could delay the year in which 60% funding is projected.

e Legal and Feasible:
o Insection 7 of the Corrective Action Plan template, the local unit confirms that the Plan
is legal and feasible because the Plan follows all applicable laws, the actions listed are
feasible, and the Plan is approved by the governing body.

e Affordable:

o The local unit confirms in section 5 of the Corrective Action Plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

Supplemental Information:

The EUPTA Corrective Action Plan includes additional employer contributions and is expected to attain
60% funding by 6/30/2030. The 60% threshold is expected to increase gradually, reaching 100% in 2040,
as illustrated in the following projection.



Treasury Recommendation
Eastern Upper Peninsula Transportation Authority
Pension Corrective Action Plan (CAP)
Primary Unit 177516

Funded Percentage

7.75%

v v we e ow we e o B.75%

oeassen s wemess w5 75

N
fLQrL(L rLQq:\ q/Q(brL rLQ'g‘ q’()b‘

Calendar Year December 31,

Notes:
Al projected funded percentages are shown with no phase-in.

To achieve the funded percentages, the employer contributions are projected to increase close to 100%
over the next 20 years (from 2019 through 2039).
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All projected contributions are shown with no phase-in,

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation

City of Essexville

OPEB Corrective Action Plan (CAP)
Primary Unit 092030

Name of Type of | Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $4,499,712 | $6,820,262 66.0% | $260,893 $2.337.041 11.2% NO
Healthcare OPEB SO $3,758,218 0.0% 548,267 T 23.5% YES
Total $4,499,712 | $10,578,480 $809,160 | $2,337,041 34.70%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Disapproval of the OPEB corrective action plan submitted by the City of

Essexville, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
disapproved, the City of Essexville, will receive a detailed letter from the Board listing the reasons for
disapproval. The City of Essexville will have 60 days from the date of the notification to address the
reason for disapproval and resubmit a corrective action plan for approval.

Changes Made:

Modern Plan Design:

o Closed to new hires January 1, 2006

o City of Essexville City Council approved the creation of an insurance fund on November
19, 2018 to provide financial insurance for the Retiree Health Care fund should there
ever be a financial shortfall and supplemented annually.

o January 2, 2019, the Insurance Fund was created with a deposit of $20,000 into an
interest-bearing account.

Plan Funding:

o Presently the Retiree Health Care premiums are paid monthly from funds in the City’s
Annual Budget Benefit Funds.

o Annual amount of $20,000 to Insurance Fund will be taken directly from the City’s
General Revenue Funds.

o The City will allow the Insurance fund to grow each year until a minimum goal of 50%

over the annual cost of the fund is achieved

Other Considerations:

O

Semi-Annually, the Retiree Health Care fund will be reviewed by the City Council.
= Report will contain: Fund Balance, Growth, Roster Size, Subsequent Year
Anticipated Costs, Investment ideas and current Actuarial and Audited Report.

Prospective Changes:

Modern Plan Design:

O

None Listed



Treasury Recommendation
City of Essexville
OPEB Corrective Action Plan (CAP)
Primary Unit 092030

e Plan Funding:
o None Listed

e Other Considerations:
o None Listed

Plan size: 16 members (Not able to be verified by Treasury)

e Inactive employees or beneficiaries currently receiving benefits: 12
e Inactive employees entitled to but not yet receiving benefits: 4
e Active employees: 2

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are partially met:

o Affordable:

o The local unit did not confirm in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast. However, plan actions refer to the
continued payment of retiree premiums. Additionally, our review indicates all of the
local unit’s annual required contributions as a percentage of general fund operating
revenues is 34.7%. This reflects a significant portion of the local government’s budget.

The following corrective action plan approval criteria were not met:

e Underfunded Status:

o The corrective action plan failed to demonstrate the retirement system will reach 40%
funded.

e Reasonable Timeframe:

o The corrective action plan does not demonstrate when the retirement system will reach
40% funded.

e |egal and Feasible:

o The local unit failed to attach supporting documentation indicating the corrective action
plan was approved by the governing body.



Treasury Recommendation
City of Essexville
OPEB Corrective Action Plan (CAP)
Primary Unit 092030

Supplemental Information:

The corrective action plan submitted by the City of Essexville failed to provide any supplemental
supporting documentation to indicate when the underfunded OPEB system would reach 40% funded.
The funding goal as stated in the plan is to reach 50% above the premium payment amount, rather than
the PA 202 funding level of 40%. Additionally, governing body approval was provided authorizing the
creation of an account to fund retiree health care, but there was not approval by the governing body of
the plan as a whole.

The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation
Jackson District Library
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 388000

Name of Systems Type of | Assets Liabilities Funded | ADC Revenues ADC/ CAP
System Ratio Revenue | required?

JDL Pension Plan Pension | $7,901,996 | $8,090,634 | 97.7% | $131,309 1.9% NO

IDL Retiree OPEB | $504,600 | $1,440,219 | 35.0% | $76,725 | *0°0%83% | 11y YES

Medical Plan

Total $8,406,605 | $9,530,853 $208,034 | $6,995,839 3.0%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Jackson District
Library, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
o None listed.

e Plan Funding:
o OnlJune 30, 2018, the Jackson District library deposited $300,000 into the MERS Jackson

District Library RHFV. An updated Form 5572 (using assets as of June 30, 2018) shows a
funded ratio of 54.1%.

e Other Considerations:

o None listed.

Prospective Changes:

e Modern Plan Design:
o None listed.

e Plan Funding:
o On November 15, 2018 the JDL Board adopted a policy to fund, at a minimum, the

Annual Required Contribution.

e Other Considerations:
o None listed.

Plan Size: Not provided.




Treasury Recommendation
Jackson District Library
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 388000

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:

o The local government has demonstrated through supporting documentation that is has
already reached the PA 202 established funding level of 40% funded.

e Reasonable Timeframe:

o The corrective action plan demonstrates through supporting documentation that it has
already reached the PA 202 established funding level of 40%.

e |egal and Feasible:

o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

e Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

Supplemental Information: We note that while the JDL Board adopted a policy to fund the Annual
Required Contribution (ARC), no definition of the ARC was provided. Provided statement from trust

showing additional contribution of $300,000 that bring assets to $778,994. Using previous liabilities, this
puts them at 54% funded.

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation
Lansing Housing Commission

OPEB Corrective Action Plan (CAP)
Non-Primary Unit 337534

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $7,523,808 | $8,886,861 84.7% | $122,057 418,837,632 0.6% NO
Healthcare | OPEB S0 $2,850,309 0.0% | $616,028 T 3.3% YES
Total $7,523,808 | $11,737,170 $738,085 | $18,837,632 3.9%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Lansing Housing

Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

O

O

On November 28, 2018, the Commission approved moving current retirees to a set
monthly OPEB payment with access to a retiree-specific exchange.

On November 28, 2018, the Commission approved transitioning current employees to a
defined-contribution OPEB plan requiring a monthly contribution by the Commission
and by each employee to a MERS trust fund. Commission will provide a catch-up
payment for all previous months of service to all employees.

On November 28, 2018, the Commission approved terminating OPEB benefits for all
new employees hired after January 1, 2019.

An actuarial analysis by Odyssey Advisors of the proposed changes indicates the system
will be 40% funded by 2031. It should be noted that the summary in Section 3 of the
Corrective Action Plan says the system will be 40% funded by 2020.

e Plan Funding:

O
O

MERS RHFV and Health Care Savings accounts established December 4, 2018.

LHC adopted a policy to pay its current year funding requirements in addition to
additional funding of prior balances. The current employees will receive catch-up
funding to be completed over 2 years, while the current retirees will be funded over a
longer time period.

e Other Considerations:

O

None listed.

Prospective Changes:

e Modern Plan Design:

O

Various changes approved by the Commission are being voted on by the local union.



Treasury Recommendation
Lansing Housing Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 337534

e Plan Funding:

o LHC made a payment of $86,850 on January 2, 2019 to fund all vested current
employees for all prior months of service. Current months of service will be funded
monthly. Non-vested current employees will receive current months of service funding
starting January 1, 2019 and prior months of service funding in January 2020. Current
retirees will receive prior funding of approximately $40,000 in addition to monthly
funding starting prior to May 2019.

e Other Considerations:

o None listed.
Plan Size: 41 members

e Inactive employees or beneficiaries currently receiving benefits: 15
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 26

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 40% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:

o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 40% within a reasonable timeframe (2031). It should be noted that the
summary in Section 8 of the Corrective Action Plan says the system will be 40% funded
by 2020.

e Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.



Treasury Recommendation
Lansing Housing Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 337534

The following corrective action plan approval criteria are partially met:

e Legal and Feasible:
o The local unit indicated its corrective action plan was legal and feasible in Section 7 of
the corrective action plan template; however, the local union members have not yet
approved the plan.

Supplemental Information:

Lansing Housing Commission included documents showing (1) approval of plan and funding changes, (2)
establishment of the MERS Health Care Savings Programs (individual accounts), (3) establishment of the
MERS Retiree Health Funding Vehicle, and (4) an actuarial study prepared by Odyssey Advisors showing
that the plan and funding changes are projected to result in a funded ratio that exceeds 40% in 2031.
Total employer payments are projected to decline annually for the duration of the projection.

It is important to reiterate two important aspects of the Commission’s plan that will be actively
monitored moving forward:

1.) The plan’s design is contingent, in part, upon local union approval that is pending.

2.) While the Commission certified that it will reach a funded ratio of 40% by 2020 within the
corrective action plan form, the actuarial analysis demonstrates a 40% funded ratio will not be
achieved until fiscal year 2031. This remains within the Board’s approved timeframe period.



Treasury Recommendation
Lansing Housing Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 337534

Total Medical - 6.00% Discount Rate - Projected Funding in 20 years After Plan Change

Il. Fiduciary
Net Position as
I. Total OPEB of 11l. Net OPEB

Liability ("TOL") Measurement Liability Viil. Total

Forthe Period Ending on as of Date with (Asset) IV. Funded VI. Retiree Vil. Annual Employer

Fiscal the M expected ("NOL") Ratio V. Active HRA Stipend Funding / Payments

Year Date of: Date 6.00% return [1.-1.] /] Payments' Payments (Payments) [VI. + Vi)
2018 July 1, 2017 868,228 1] 868,228 0.00% 138,300 85,200 i) 223,500
2019 July 1, 2018 550,032 1] 550,032 0.00% 13,998 70,767 2,775 87,540
2020 July 1, 2019 508,020 2,775 505,245 0.55% 12,685 68,157 2,775 83,617
2021 July 1, 2020 466,255 5,799 460,456 1.24% 11,776 69,827 2,775 84,378
2022 July 1, 2021 420,214 18,864 401,350 4.49% 11,070 54,096 2,775 67,541
2023 July 1, 2022 388,085 22,771 365,314 5.87% 10,321 55,287 2,775 68,383
2024 July 1, 2023 352,766 26,954 325,812 7.64% 9,683 38,137 2,775 50,595
2025 July 1, 2024 333,507 44,022 289,485 13.20% 9,179 38,825 2,775 50,779
2026 July 1, 2025 312,362 49,438 262,924 15.83% 8,629 39,486 2,775 50,850
2027 July 1, 2026 289,249 55,221 234,028 19.09% 7.897 30,201 2,775 40,873
2028 July 1, 2027 274,591 73,985 200,606 26.94% 7.531 30,557 2,775 40,863
2029 July 1, 2028 258,676 81,199 177,477 31.39% 7.202 30,878 2,775 40,855
2030 July 1, 2029 241,466 88,886 152,580 36.81% 6,629 20,040 2,775 29,444
2031 July 1, 2030 234,712 57,034 137,678 41.34% 6,363 19,992 2,775 29,130
2032 July 1, 2031 227,604 105,631 121,973 46.41% 5,814 19,508 28,497
2033 July 1, 2032 220,158 114,826 105,332 52.16% 5,314 19,7592 27,881
2034 July 1, 2033 212,388 124,451 87,897 58.61% 5,038 15,645 27,458
2035 July 1, 2034 204,307 135,302 65,005 68.18% 4,792 19,465 27,036
2036 July 1, 2035 195,928 150,435 45,453 T6.78% 4,369 19,264 26,408
2037 July 1, 2036 187,264 162,236 25,028 B6.63% 3,788 19,027 25,580
2038 July 1, 2037 178,331 174,827 3,504 98.04% 3,421 18,760 24,5956
2039 July 1, 2038 169,145 188,174 (19,029) 111.25% 3,021 18,455 3,021
2040 July 1, 2039 159,731 180,464 (20,733) 112.98% 2,584 18,113 ) 2,584
2041 July 1, 2040 150,115 173,179 (23,064) 115.36% 2,138 17,721 (17,721) 2,138
2042 July 1, 2041 140,338 165,849 (25,511) 118.18% 1,978 17,273 (17,273) 1,978
2043 July 1, 2042 130,448 158,527 (28,079) 121.53% 1,583 16,756 (16,756) 1,583
2044 July 1, 2043 120,514 151,283 (30,769) 125.53% 1,144 16,166 1,144
2045 July 1, 2044 110,610 144,154 (33,584) 130.36% 984 15,4596 984
2046 July 1, 2045 100,820 137,350 (36,530) 136.23% 853 14,756 853
2047 July 1, 2046 91,228 130,835 (39,607) 143.42% 768 13,950 768
2048 luly 1, 2047 81,915 124,735 (42,820) 152.27% 670 13,079 (13,079) 670
2049 July 1, 2048 72,966 119,140 (46,174) 163.28% 538 12,158 (12,158) 518

! Includes first year catch-up payment to actives of §122,700.

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation
Marquette County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 520100

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $12,429,268 | $28,055,795 | 44.3% | $1,066,733 516,183 756 6.6% Yes
Healthcare | OPEB | $926,366 $12,990,797 | 7.1% $954,506 5.9% Yes
Total $13,355,634 | $41,046,592 $2,021,239 | $16,183,756 12.5%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by Marquette County

Road Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019.
If approved by the Board, Treasury and the Board will continue to monitor them for compliance per
Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

O

MERS divisions 01(Union), 10(Non-Union), 11(Engineer), and 13(Superintendent) were
closed to new hires on 12/31/2012. The multiplier for employees hired prior to
1/1/2013 was bridged from 2.50% to 2.25% and employee contributions were increased
from 2.43% to 4.5%. The Union division FAC was frozen as of 12/31/2013.

As of 1/1/2013, new hires enter MERS groups 12(Admin), 14(Union), and 15(Non-
Union). The Union and Non-Union divisions’ multiplier was set to 1.5%; the Admin
division remained at 2.5%. Employee contributions were set at 5% for these divisions
and employer contributions were capped at 10%.

e Plan Funding:

O

Marquette County Road Commission has contributed a total of $1,238,304 in excess of
the actuarially determined contributions for fiscal years ending September 30, 2012
through September 30, 2017.

A Surplus Division for additional voluntary employer contributions was established in
September 2017 and contributions of $672,690 have been deposited to that account to
reduce the unfunded liability.

FY2019 budget includes the first year of a 10 year funding plan geared towards
eliminating the Unfunded Actuarial Liability (includes an additional $710,316 over the FY
2019 required funding amount).

e Other Considerations:

O

MERS provided the estimated monthly contribution ($178,649) to accelerate to a 100%
funding ratio in 10 years, which is reflected in the FY2019 budget. Note that these
projections do not take into account the actual returns for the year ended December 31,
2018.




Treasury Recommendation
Marquette County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 520100

Prospective Changes:

e Modern Plan Design:
o The effect of the significant changes to MERS plan design already made will be
recognized in future annual valuations as employees hired prior to 1/1/2013 retire and

the active workforce moves exclusively to the new plan design in place.
o No further plan design changes are contemplated under the CAP.

e Plan Funding:
o FY 2019 budget provides for amortizing the pension Unfunded Actuarial Liability (UAL)

using level-dollar amortization method over the first of 10 years.

e Other Considerations:

o Marquette County Road Commission is using all of MERS best practices: Limited Final
Average Compensation, Fixed Amortization Period, Regular Actuarial Experience Study,
and Benefit Increase Policy.

o Marquette County Road Commission has been actively working and supportive of
reducing the UAL for several years, as shown in Board minutes dating back to 2014.

o The actuarial assumptions are based on the results of the most recent actuarial
experience study of 2009-2013. There may be a new study performed or in progress for
2014-2018.

o Marquette County Road Commission is working with MERS to review the actuarial
assumptions being used relative to Marquette’s specific information.

Plan Size: 146 members

e |nactive employees or beneficiaries currently receiving benefits: 73
e Inactive employees entitled to but not yet receiving benefits: 19
e Active employees: 54

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirmed that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

e Affordable:
o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.



Treasury Recommendation
Marquette County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 520100

The following corrective action plan approval criteria are partially met:

e Underfunded Status:
o The local unit did not provide clear documentation that demonstrates the retirement
system will reach 60% funded. Based on other information presented in the corrective
action plan, we have determined the plan may be able to reach the funded ratio of 60%
if the plan’s assumptions remain accurate.

e Reasonable Timeframe:
o The administrative officer indicates the plan will achieve a funded ratio of 60% by 2020;
however, the local unit did not provide clear documentation that demonstrates this.
Based on other information presented in the corrective action plan, we have
determined the local government may be able to achieve the 60% funded ratio within
this timeframe.

Supplemental Information: The Marquette County Road Commission corrective action plan includes
additional funding. Shown below is the 10-year projection included with the CAP, illustrating the 60%
funded percentage will be reached at or near FY2020 and 100% funding is expected by FY2026.
However, as can be seen, the projection assumes the liability will remain constant at $29,664,941 and
the assets will increase each year by a level amount of $2,143,788. This is not a reasonable basis for
estimating the funded status, especially over the long-term. We also note that the pension liabilities
were valued using an 8% discount rate while the OPEB liabilities were valued using a 7% discount rate.

Marquatte County Aoad Commission
MERS Pesngion Plan
Estimate of 10 Year Funding of UAL
Lising the MERS 12/31/2017 Annual Actuarial Valisation nformation’

As of 13312017 FY 28 FYangg R0 P 2021 FY 2022 FY 2023 FY 2024 Y 1025 A G ) FY 17
Aoerued Liahility §24,654,941 479,564,341 SIOERAGMT  STIBRASH 519684041 520564941 S9664001 520564041 520,564,841 SIOEGA041  SA0BA4MI 529654041
Valuation Aseti 413,992 662 §13902662  G19902661  S16,136450  S18.280238 5042405 SI5ET R4 SMTILEIL Sl68S5300 SIBHARITE  S3LIALSGE 43318674
Addtional Assats® 42,143 768 SEI.H.'L?RE $lr1 43768 52,143,788 51143788 SLI4A78R  SIM4378R  SLM37RR 82143788 57,143,788
Fetimated Yaluation Assets S13962662  SIG136450  S14.2B038  SI0434006 541567414 SMTILER  GIERSSIN  GIRDODATE SM419GF  SILIMETS4 35430542
AL S15672E79 SISGTRITD S13SIBA00  SLL3BATOR  MM0MS  SToeAlT SATELTIE GLADSSSD  SEESTAR  SL4TROS  ALENIALY 45765601
Funded Ratlo 47.17% 2.17% SA.40% blo2% BEATH Tal8% KN 051K 07.76% 104.58% L% 11944%

NOTES
1+ Chart will be updated followang receipt af 12/31/2018 Annual Actuarfal Vahuation,
1~ Aot used for 10 Yeae funding of UAL wa taken from the MERS Anaugl Actuarial Valuation of 12/31/2017, Page 11 of £7 fattached),

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation
Marquette County Road Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 520100

Name of Type of Assets Liabilities Funded ADC Revenues ADC/ CAP
Systems System Ratio Revenue | required?
MERS Pension | $12,429,268 | $28,055,795 44.3% $1,066,733 6.6% YES
Road

Commission | OPEB $926,366 | $12,990,797 7.1% $954,506 »16,183,756 5.9% YES
OPEB

Total $13,355,634 | $41,046,592 $2,021,239 | $16,183,756 | 12.5%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Marquette County
Road Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019.
If approved by the Board, Treasury and the Board will continue to monitor them for compliance per
Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
o For those retiring after 1/1/2013, benefit levels of retirees mirrors current collective
bargaining agreement for each class of employee, both union and non-union.
o The employer contributions limits from PA 152 of 2011 are applied to medical benefit
premiums for both actives and retirees.
o Retiree health care is not provided to those hired after 1/1/2013.

e Plan Funding:
o A qualified trust for retiree healthcare was established in October 2007. Voluntary
contributions have been made to the trust since then, with a current balance of
$1,759,898.

e Other Considerations:
o The information on Form 5572 from the audit used actuarial data from 2012. An
updated actuarial valuation shows a funded ratio of 25% as of 12/31/2016.

Prospective Changes:

e Modern Plan Design:

o Due to changes listed above, the local unit anticipates funding levels to increase
significantly in future actuarial reports.

e Plan Funding:
o Previously, refunds have been used toward additional funding of both pension and
OPEB UAL. FY2019 budget provides for funding of pension UAL, so all refunds will be
applied toward the OPEB UAL. The Board will review funding levels each year in order to

meet the ARC until the plan is funded at 40% minimum, anticipated to be by the end of
FY2020.



Treasury Recommendation
Marquette County Road Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 520100

e Other Considerations:
o The additional road funding provided by recent legislation provides the funds necessary
to reach a funded status of more than 40% by the end of FY2020.
o The CAP includes a copy of the 2019 budget, approved 9/17/18, which shows an
allocation for fringe benefit expenses that is sufficient to cover the 2019 Actuarially
Computed Employer Contribution for both pension and OPEB.

Plan Size: Not provided.

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

The following corrective action plan approval criteria are partially met:

e Underfunded Status:

o The local unit provided an exhibit showing that the system will reach 40% funded.
However, the exhibit did not include a projection of the actuarial accrued liability or
assets (normal cost, expected benefit payments and investment earnings components
that would typically make up an actuarial projection are not taken into account). Based
on other information presented in the corrective action plan, the plan will likely reach a
funded ratio of 40% if the plan’s assumptions remain accurate and the Actuarially
Computed Employer Contribution is contributed each year.

e Reasonable Timeframe:

o The local unit provided an exhibit showing that the system will reach 40% funded in
2020. However, the exhibit did not include a projection of the actuarial accrued liability
or assets (normal cost, expected benefit payments and investment earnings
components that would typically make up an actuarial projection are not taken into
account). Based on other information presented in the corrective action plan, the plan
will likely reach a funded ratio of 40% in a reasonable amount of time if the plan’s
assumptions remain accurate and the Actuarially Computed Employer Contribution is
contributed each year.




Treasury Recommendation
Marquette County Road Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 520100

Supplemental Information:

Marquette County Road Commission included select pages from the December 31, 2016

valuation prepared by GRS, showing a funded ratio of 25%.

Liabilities and Assets — As of December 31, 2016

2. Actuarial Accrued Liability
3. Plan Assets

5. Funded Ratio (3)/(2)

1. Present Value of Future Benefit Payments

4. Unfunded Actuarial Accrued Liability (2) = (3]

6,741,103
6,361,784
1,591,304
4,770,480

25.0%

The Present Value of Future Benefit Payments (PVFB) is the present value of all benefits projected to be
paid from the plan for past and future service to current members. The Actuarial Accrued Liability is the

portion of the PVFB allocated to past service by the Plan’s funding method (see the Section titled

“Mctuarial Cost Method and Actuarial Assumptions”).

Marquette County Road Commission included a 10-year projection showing the funded
percentage improving to 46.35% by December 31, 2020. We note that the exhibit does not

include a projection of the actuarial accrued liability or assets (normal cost, expected benefit

payments and investment earnings components that would typically make up an actuarial

projection are not taken into account).

Updated infe for
Asof 12/31/2016  FY 2018
Accrued Liability $6,361,784 $6,361,784
Valuation Assets 51,591,304 1,759,898
Additional Assets -
Estimated Valuation Assets 51,759,898

UAL 54,770,480 $4,601,886

Funded Ratio 25.01% 27.66%

NOTES:

FY 2019

Margquette County Road Commission

Retiree Health Care Plan

FY 2020

FY 2021

FY 2022

56,361,784

51,759,898
$594,376

1,759,898

54,601,886

27 66%

1 - Chart will be updated following receipt of 12/31/2018 Annual Actuarial Valuation.
2 - Amaunt usad far 10 Year funding of UAL was taken from the MERS Annual Actuarial Valuation of 12/31/2017, Page 11 of 47 [attached).

$6,361,784
$2,354,274

$594,376

42,948,650

53,413,134

46.35%

The Community Engagement and Finance Division (CEFD) Contact:

None noted.

56,361,784
52,948,650
$594,376
53,543,026

52,818,758

55.69%

6,361,784
$3,543,026
5594, 376

FY 2023
56,361,784
54,137,402

$5594,376

54,137,402

52,224,382

65.04%

$4,731,778

51,630,006

74.38%



Treasury Recommendation

Michigan Works! Region B Consortium
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 187508

Name of Type of Assets Liabilities Funded ADC Revenues ADC/ CAP
Systems System Ratio Revenue required?
Healthcare OPEB SO $81,652 0% $83,285 $4,934,408 1.7% YES

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Michigan Works

Region B, which was received by the Municipal Stability Board (the Board) on January 16, 2019 If

Source: Retirement Report 2017, Audited Financial Statements

approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public

Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

Modern Plan Design:

O

O

Other Considerations:

Until June 25, 2018, the Consortium provided retiree healthcare benefits to one retiree.

Effective June 25, 2018, the Consortium made a one-time payment of $15,000 to the

retiree and terminated the plan.
Plan Funding:

None listed

O

None listed

Prospective Changes:

Modern Plan Design:

O

None listed

Plan Funding:

O

Other Considerations:

None listed

O

Plan Size:

None listed

Counts not provided; plan terminated June 25, 2018.

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

Underfunded Status:

o The local government has demonstrated through supporting documentation that it has

already reached the PA 202 established funding level of 40% funded.

Reasonable Timeframe:

o The corrective action plan demonstrates through supporting documentation that it has
already reached the PA 202 established funding level of 40%.




Treasury Recommendation
Michigan Works! Region B Consortium
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 187508

e Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree

premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

The following corrective action plan approval criteria are partially met:

e |Legal and Feasible:

o The local unit did not confirm in section 7 of the corrective action plan template that its

corrective action plan was legal and feasible; however, it was approved by the governing
body and appears to be legal and feasible.

Supplemental Information:

e Local Unit provided a one-time payout to the only employee receiving the benefit, and thus

eliminating the benefit. The local unit’s 2018 audit does not list an OPEB benefit or liability.

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation
Montcalm County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 590100

Name of
Systems

Type of
System

Assets

Liabilities

Funded
Ratio

ADC

Revenues

ADC/Revenue

CAP
required?

MERS

Pension

$9,177,919

$17,874,912

51.4%

$686,334

Montcalm
County
Road
Commission
Retiree
Medical
Plan

OPEB

$372,343

$2,464,134

15.1%

$319,837

$14,059,557

4.9%

Yes

2.3%

Yes

Total

$9,550,262

$20,339,046

$1,006,171

$14,059,557

7.3%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by Montcalm County

Road Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019.
If approved by the Board, Treasury and the Board will continue to monitor them for compliance per
Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

Modern Plan Design:

o The 01 Division was closed in 2011 to new hires. The new Division (Division 11)
eliminated the E2 rider (COLA benefit for future retirees) and changed the vesting
period from 6 years to 10 years.

o The 10 Division was closed to new hires from 2011. The new Division (Division 12)
eliminated the E2 Rider (COLA benefit for future retirees) and also lowered the
multiplier from 2.5% to 2.25%, vesting from 6 years to 10 years.

Plan Funding:

o In 2016, employee contributions were raised 0.5% to 4%-5.5% depending on division.

o The Road Commission paid a lump sum of $100,000 in 2016 in addition to the ADC.

o In 2017, MCRC is paying monthly contributions based on the “No-Phase In” option.

o In 2018, a surplus division was opened and another $100,000 lump sum in addition to
ADC was paid.

o An additional $20,000 per month is budgeted beginning in February 2019 to accelerate

funding to 100%. This additional $240,000 annual payment will accelerate MCRC to
100% funded in 2035.

Other Considerations:

O

In accordance with a negotiated CBA with AFSCME Local 1071.03 in 2018, employee
contributions will continue to increase by 0.5% in 2019, 2020, and 2021. This will assist
to accelerate funding to 89% by 2032 and a large reduction to our ARC in 2032.



Treasury Recommendation
Montcalm County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 590100

Prospective Changes:

e Modern Plan Design:
o None Noted.

e Plan Funding:
o The Montcalm County Road Commission will continue to budget and contribute no less

than the annual required contribution and the additional $240,000 annually to the
MERS Defined Benefit Plan.

e Other Considerations
o None Noted.

Plan size: 102 members

e Inactive employees or beneficiaries currently receiving benefits: 49
e Inactive employees entitled to but not yet receiving benefits: 4
e Active employees: 49

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

o Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the actuarial valuation found in the corrective
action plan.

e Reasonable Timeframe:

o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (fiscal year 2023).

e legal and Feasible:
o The local unit’s corrective action plan appears to follow all applicable laws. The actions
listed appear reasonable and the corrective action plan has been approved by the
governing body.

e Affordable:
o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.



Treasury Recommendation
Montcalm County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 590100

Supplemental Information:

Montcalm County Road Commission included estimated projected employer contributions and funded
ratios. Under Scenario 1, the percentage increase in total annual employer contribution from the
baseline to peak year is 53.2%.

Montcalm CRC (5905) - All Divisions
Estimated Projected Employer Contributions and Funded Ratios

Baseline - Current Benefits and Participants as of the Scenario 1 - Annual Additional Contributions of $240,000 into Surplus Starting
Valuation Date 1/1/19 until Fully Funded
Valuation Fiscal Valuation Valuation Required Additional
Year Year Actuarial Assets Total Annual Actuarial Assets Annual Annual Total Annual
Ending |Beginning| Accrued (Including Funded Employer Accrued (Including Funded Employer Employer Employer
12/31 in Year Liability Surplus) Ratio Contribution Liability Surplus) Ratio Contribution | Contribution | Contribution
2017 2019 18,820,655 10,107,938 54% $777,108 18,820,655 10,107,938 54% $777,108 $240,000 $1,017,108
2018 2020 19,311,649 | 10,460,087 54% $819,504 19,311,649 | 10,460,087 54%, $819,504 $240,000 $1,059,504
2013 2021 13,810,773 10,661,409 54% 4865,836 19,810,773 | 10,905,816 55% 4865,836 $240,000 $1,105,836
2020 2022 20,326,478 | 11,248,614 55% 4884,124 20,326,478 | 11,761,763 58% $884,124 $240,000 $1,124,124
2021 2023 20,831,133 11,850,612 57% $904,260 20,831,133 12,657,409 61% $904,260 $240,000 $1,144,260
2022 2024 21,327,147 12,385,015 58% $935,052 21,327,147 13,503,466 63% $935,052 $240,000 $1,175,052
2023 2025 21,818,428 | 12,933,988 50% $067,644 21,818,428 | 14,388,245 66% $067,644 $240,000 $1,207,644
2024 2026 22,303,326 | 13,500,833 61% 1,001,256 22,303,326 | 15,316,922 69% $1,001,256 $240,000 $1,241,256
2025 2027 22,777,066 14,091,362 62% $1,036,296 22,777,066 | 16,297,324 72% $1,036,296 $240,000 $1,276,296
2026 2028 23,237,534 14,707,680 63% $1,072,656 23,237,534 17,333,731 75% $1,072,656 $240,000 $1,312,656
2027 2029 23,675,787 | 15,344,957 65% $1,110,024 23,675,787 | 18,423,648 78% $1,110,024 $240,000 $1,350,024
2028 2030 24,083,586 15,999,835 66% $1,148,940 24,083,586 | 19,566,257 81% $1,148,940 $240,000 $1,388,940
2029 2031 24,441,470 16,657,596 68% $1,190,424 74,441,470 20,749,542 85% $1,190,424 $240,000 $1,430,424
2030 2032 24,753,720 17,327,191 0% $1,232,964 24,753,720 | 21,985,389 89% $1,139,425 $0 $1,139,425
2031 2033 25,034,531 18,028,833 72% $1,277,856 25,034,531 | 23,297,168 93% $215,928 $0 $215,928
2032 2034 25,288,217 | 18,773,772 74% $1,324,284 25,288,217 | 24,612,974 97% $222,552 $0 $222,552
2033 2035 25,515,278 19,568,683 7% $1,372,896 25,515,278 | 25,512,023 100% $229,872 $0 $229,872
2034 2036 25,748,581 20,453,852 79% $1,423,284 25,748,581 25,745,162 100% $237,540 %0 $237,540
2035 2037 25,998,281 | 21,447,313 82% $1,477,092 25,998,281 | 25,994,355 100% $246,240 $0 $246,240
2036 2038 26,270,666 | 22,564,377 86% $1,532,688 26,270,666 | 26,266,240 100% 254,664 $0 $254,664
2037 2039 26,584,257 | 23,833,262 0% 41,087,857 26,584,257 | 26,579,479 100% $263,628 $0 263,628
2038 2040 26,955,895 | 25,281,081 a4% $273,408 26,955,895 | 26,951,130 100% $273,408 $0 273,408
20339 2041 27,401,296 | 26,806,725 98% $283,416 27,401,296 | 27,396,374 100% $283,416 $0 $283,416
2040 2042 27,933,865 | 27,934,716 100% $293,892 27,933,865 | 27,928,383 100% $293,892 $0 $293,892
2041 2043 28,569,754 28,569,754 100% $305,244 28,569,754 28,562,930 100% $305,244 $0 $305,244

The Community Engagement and Finance Division (CEFD) contact:

e The CEFD contacted the Commission on January 25, 2019 to discuss their CAP. The
government’s administrative officer did not originally sign and approve the corrective action
plan and prospective actions. Subsequently, the administrative officer provided | signed copy of
the corrective action plan form.



Treasury Recommendation
Montcalm County Road Commission

OPEB Corrective Action Plan (CAP)

Non-Primary Unit 590100

Name of
Systems

Type of
System

Assets

Liabilities

Funded
Ratio

ADC

Revenues

ADC/Revenue

CAP
required?

MERS

Pension

$9,177,919

$17,874,912

51.4%

$686,334

Montcalm
County
Road
Commission
Retiree
Medical
Plan

OPEB

$372,343

$2,464,134

15.1%

$319,837

$14,059,557

4.9%

Yes

2.3%

Yes

Total

$9,550,262

$20,339,046

$1,006,171

$14,059,557

7.3%

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Montcalm County

Source: Retirement Report 2017, Audited Financial Statements

Road Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019.

If approved by the Board, Treasury and the Board will continue to monitor them for compliance per

Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

Modern Plan Design:

OnJuly 1, 2018, MCRC entered into a new CBA from AFSCME Local 1071.03 that created
a Health Care Savings Plan for all new hires and for any current employee with 10 years

17 current employees moved to the Health Care Savings Plan which is funded at $1,400
per year by MCRC. These employees and all new hires are not eligible for post

In 2009, MCRC created a qualified 115 Trust to receive, invest and accumulate assets for
OPEB. MCRC has contributed $20,000 to the account since its inception.

o
or less time of service.
0
employment health care benefits.
Plan Funding:
o
0

Other Considerations:

In the 2019 fiscal year budget, by resolution of the board, an extra $1,000 per month

was committed to the annual OPEB payment bringing the total contribution to $32,000.

This payment is projected to accelerate funding to 80% in the next 13 years or 2031.

O

None Noted.

Prospective Changes:

Modern Plan Design:

O

None Noted.




Treasury Recommendation
Montcalm County Road Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 590100

e Plan Funding:
o None Noted.

e Other Considerations:
o None Noted.

Plan size: 52 members

e Inactive employees or beneficiaries currently receiving benefits: 8
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 44

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e |egal and Feasible:

o The local unit’s corrective action plan appears to follow all applicable laws. The actions
listed appear reasonable and the corrective action plan has been approved by the
governing body.

e Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast. It should be noted the corrective action
plan does not provide a long-term projection of the annual retiree premium payments.

The following corrective action plan approval criteria are partially met:

e Underfunded Status:
o The local unit did not provide clear documentation that demonstrates the retirement
system will reach 40% funded. Based on other information presented in the corrective

action plan, we have determined the plan may be able to reach a funded ratio of 40% if
the plan’s assumptions remain accurate.

e Reasonable Timeframe:
o The administrative officer indicates the plan will achieve a funded ratio of 80% by 2031,
however, the local unit did not provide clear documentation that demonstrates this. An
email from the Road Commission’s actuary indicates an annual contribution of $32,000

into the trust in addition to paying retiree costs from general operating funds “will get
you to 80% in 13 years.”




Treasury Recommendation

Montcalm County Road Commission
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 590100

Supplemental Information:

Montcalm County Road Commission included a chart showing an increase in funded ratio from 15.1% to
19.8%.

Changes in Net OPEB Liability and Related Ratios

Fiscal Year Ending September 30,

2018 2017
Total OPEB Liability
Service Cost 71,583 69,358
Interest 79,675 78,526
Changes of Benefit Terms (233,047) 0
Difference between Expected and Actual Experience (62,524) 0
Change of Assumptions (90,322) 0
Benefit Payments (Including Refunds of Employee Contributions) (107,300) (121,376)
Net Change in Total OPEB Liability (341,935) 26,508
Total OPEB Liability — Beginning 2,464,134 2,437,626
Total OPEB Liability — Ending (a) 2,122,199 2,464,134
Plan Fiduciary Net Position
Contributions to OPEB trust 20,000 20,000
Contributions/benefit payments made from general operating funds 107,300 121,376
Net Investment Income 30,592 42,469
Benefit Payments (Including Refunds of Employee Contributions) (107,300) (121,376)
Administrative Expenses (1,920) (1,617)
Other (3) -
Net Change in Fiduciary Net Position 48,669 60,852
Plan Fiduciary Net Position — Beginning 372,342 311,491
Plan Fiduciary Net Position — Ending (b) 421,011 372,342
Net OPEB Liability - Ending (a)-(b) 1,701,188 2,091,791
Plan Fiduciary Net Position as a Percentage of Total OPEB Liability 19.8% 15.1%
Covered Employee Payroll 2,511,189
Net OPEB Liability as Percentage of Payroll % 83.3%

The Community Engagement and Finance Division (CEFD) contact:

e The CEFD reached out to Montcalm County Road Commission to discuss their CAP. The Local Unit
provided more information on how they increased their funded ratio.



Treasury Recommendation
City of Montrose

OPEB Corrective Action Plan (CAP)
Primary Unit 252065

Name of Type of Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems System Ratio required?
0,

MERS Pension | $505,299 | $1,057,953 | 47.8% | $51,114 >.0% No
BCN/Union OPEB SO $928,966 0.0% | $103,891 Yes — Note:
BCN/Non- subsequent
Union $1,017,458 City action

14.4% has resulted
OPEB SO $604,922 0.0% $42,454 ) in the non-
union plan
being
dissolved.
Total $505,299 | $2,591,841 $197,459 | $1,017,458 19.4%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by the City of Montrose,

which was received by the Municipal Stability Board (the Board) on January 16, 2019. If approved by the
Board, Treasury and the Board will continue to monitor them for compliance per Public Act 202 of 2017
and implementation of their corrective action plan.

Changes Made:

Modern Plan Design:

o Infiscal year 2017 and 2018, the City implemented a change in the union contract that

reduced the number of years retirees can qualify for post employee benefits. One

retiree no longer qualifies for post employee benefits.

= According to the new union employee contract, for future retirees, the City of
Montrose has currently placed in effect for union employees who are at least 55
years of age and have been a permanent full-time employee for 25 years will be
able to have hospitalization and medical insurance provided for 7 years after
retirement.

=  However, if hospitalization and medical insurance monthly premium cost

increases above, or more than, the benchmark baseline amounts agreed upon
for various categories of coverage this increase shall be shared with the City

paying 75 percent of the increase premium cost and the eligible, participating
retiree paying the remaining 25 percent of the increase premium cost.

Treasury was able to verify these statements in the City’s fiscal year
2018 audit.

o The City has also implemented a union contract that states future retirees can receive a
$1,000 yearly cap with a City match for their health savings plan; therefore, reducing
costs as well as City funded post-employment health benefits for retirees.

o The OPEB plans are open.

Treasury was not able to verify this information.




Treasury Recommendation
City of Montrose
OPEB Corrective Action Plan (CAP)
Primary Unit 252065

e Plan Funding:
o None listed.

e Other Considerations:

o The City states that in fiscal year 2018 under the GASB 75, the City of Montrose Post
Employee Benefits Accounting Report ending in June 30, 2018 shows a decrease of
OPEB liability to $81,350. This reduction in liabilities would no longer place the City of
Montrose in an "underfunded status". Revenues for fiscal year 2018 are $2,030,913 and
ARC is $17,328 which is .09% and under the 12% threshold requirement for the City to
need to adopt a corrective action plan.

= Treasury was able to verify fiscal year 2018 total revenues of $2,205,913 and an
OPEB ADC of $18,475 in their fiscal year 2018 audit with an ADC/Revenue total
of 0.8%. The fiscal year 2018 audit confirms there is only one OPEB plan.

Prospective Changes:

e Modern Plan Design:
o None listed.

e Plan Funding:
o The City states that they will continue to take corrective measures to fund this liability
through either MERS Post Employee Benefits account or OPEB Trust Fund.

e Other Considerations:
o None listed.

Plan size: 5 members

e Inactive employees or beneficiaries currently receiving benefits: 2
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 3

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will no longer trigger underfunded status
because the local unit’s annual required contribution will be less than 12% of general

fund operating revenues. The City no longer triggers underfunded status in their fiscal
year 2018 audit as well as their fiscal year 2018 Form 5572 review.




Treasury Recommendation
City of Montrose
OPEB Corrective Action Plan (CAP)
Primary Unit 252065

e Reasonable Timeframe:

o The corrective action plan demonstrates the annual required contribution will be less
than 12% of general fund operating revenues by 2018. The City no longer triggers
underfunded status in their fiscal year 2018 audit as well as their fiscal year 2018 Form
5572 review.

e legal and Feasible:
o The local unit’s corrective action plan appears to follow all applicable laws. The actions
listed appear reasonable and the corrective action plan has been approved by the
governing body.

The following corrective action plan approval criteria are partially met:

e Affordable:
o The local unit did not confirm in Section 5 of the corrective action plan template that its
corrective action plan was affordable. However, based on the reported ADC/Revenue in
their fiscal year 2018 5572, the plan appears to be affordable.

Supplemental Information:
None provided.
The Community Engagement and Finance Division (CEFD) contact:

e On February 5, 2019, Treasury staff spoke with City Manager who confirmed the dissolution
of the non-union OPEB plan. The fiscal year 2018 audit confirms the City only has one OPEB
plan, which does not trigger underfunded status.



Treasury Recommendation
City of Mount Clemens
OPEB Corrective Action Plan (CAP)
Primary Unit 502050

Name of Type of Assets Liabilities Funded ADC Revenues ADC/ CAP
Systems System Ratio Revenue | required?
MERS Pension | $61,950,099 | $59,884,124 | 103.4% | $386,887 $12,274.364 3.2% No
Healthcare | OPEB SO $52,986,424 0% $3,155,767 S 25.7% Yes
Total $61,950,099 | $112,870,548 $3,542,654 | $12,274,364 28.9%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by City of Mount
Clemens, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
o Except for firefighters, the Retiree Health Program is closed to all new employees hired
on or after 9/30/16; they are eligible for an HRA instead.
o Benefits for retired members mirrors current collective bargaining agreement until
Medicare eligible, then covered by a Medicare Advantage plan.

e Plan Funding:
o The City of Mount Clemens created a Retiree Health Care Trust on 5/1/2017.
o $150,000 was contributed for FY 2018

e Other Considerations:
o The information provided on the Form 5572 from the audit used actuarial data from
2015. Updated valuation shows a decreased Total OPEB Liability.

Prospective Changes:

e Modern Plan Design:
o The City will seek to align health care benefit levels for retirees with each class of active
employees.
o Contract negotiations with the International Association of Firefighters will seek to
revise their CBA to match other labor agreements’ language for new hires to be eligible
only for an HRA upon retirement.

e Plan Funding:
o Mount Clemens adopted a policy to continue to Pay-Go funding retiree benefits plus
$50,000 for FY 2019, $500,000 for FY 2020 and FY 2021, and $180,000 for FY 2022
through FY 2045. These contributions will increase the funded ratio to 40% within 30
years.



Treasury Recommendation
City of Mount Clemens
OPEB Corrective Action Plan (CAP)
Primary Unit 502050

e Other Considerations:
o None listed.

Plan Size: 213 members

e Inactive employees or beneficiaries currently receiving benefits: 142
e Inactive employees entitled to but not yet receiving benefits: 9
e Active employees: 62

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

The following corrective action plan approval criteria are partially met:

e Underfunded Status:

o The local unit did not provide clear documentation that demonstrates the plan will
reach 40% funded. Based on other information presented in the corrective action plan,
we have determined the plan may reach a funded ratio of 40% if scheduled
contributions are made and the plan’s assumptions remain accurate.

e Reasonable Timeframe:
o The administrative officer indicates the plan will achieve a funded ratio of 40% by 2045;
however, the local unit did not provide clear documentation that demonstrates this.
Based on other information presented in the corrective action plan, we have

determined the local government may achieve the 40% funded ratio within this
timeframe.

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast. However, our review indicates that all of
the local unit’s annual required contributions as a percentage of general fund operating
revenues is 28.9%. This reflects a significant portion of the local government’s budget.



Treasury Recommendation
City of Mount Clemens
OPEB Corrective Action Plan (CAP)
Primary Unit 502050

Supplemental Information:

e The City attached a copy of the approval of the corrective action plan and funding commitment,
but details of the approved plan were not included.

o The following chart was provided in the corrective action plan. The City’s finance director has
certified the plan will reach 40% by 2045. While this projection does not include funded
percentage, the adopted plan appears to be similar to Alternate 1 in a study by GRS (Alternate 1
has a cap on City contributions, while the adopted plan does not). Based on that study, we have
determined the plan may reach a funded ratio of 40% by 2045 if scheduled contributions are
made and the plan’s assumptions remain accurate.

e The plan is mostly closed to new entrants, and the projected OPEB employer contributions as a
percent of revenue peaks at 21% in FY 2030. However, the annual employer contribution
increases by approximately 78% from 2019 to 2034.

Corrective Action Plan, Attachment - 6b

City of Mount Clemens, Muni Code 502050
Long-Term Budget Forecast - Governmental Activities Revenucs

FY 2019 - 2034 d CPI timated CPl _ estimated CPl  estimated CPI i d CPI
| 2.1% | 2.4% [ 2.8% [ 2.2% | 1.8% | 1.5% | 1.5% |
Implementation Year 1 2 3 4 5 6 7

[ FY 2018-2019 [ FY 2018-2020 | F¥ 20202021 | FY 2021-2022 | FY 2022-2023 | FY 2023-2024 | FY 20242025 ]

Actuary Estimated Benefit Payments: 1,810,075 2,056,801 2,175,292 2,291,979 2,453,808 2,628,631 2,760,073
Additional funding by City 50,000 500,000 500,000 180,000 180,000 180,000 180,000
Totat contributions 1,960,075 2,556,801 2,675,292 2,471,979 2,633,808 2,808,631 2,940,073
Governmental Units
Total Estimated Revenues 13,283,646 13,602,453 13,977,881 14,286,513 14,538,870 14,757,162 14,980,948
12% 12% 12% 12% 12% 12% 12%
Contribution threshold 1,504,038 1,632,294 1,677,346 1,714,382 1,744 664 1,770,859 1,797,714
*Amount shortfall/(excess) 366,037 924,507 997,946 757,597 889,144 1,037,772 1,142,359

Corrective Action Plan, Attachment - 6b

City of Mount Clemens, Muni Code 502050
Long-Term Budget Forecast - Governmental Actiy

FY 2019 - 2034 timated CPl __estimated CP! ti d CPI i CPI i CPI__estimated CPl __ estimated CPI
[ 1.5% [ 1.7% ] 1.9% [ 2.0% | 2.2% | 2.5% | 2.6% |
Implementation Year 8 9 10 11 12 13 14

[[FY 2025-2026 | FY 2026-2027 | FY 2027-2028 | FY 2028-2020 | FY 2029-2030 | FY 2030-2031 | FY 20312032

Actuary Estimated Benefit Payments: 2,871,425 2,956,083 3,088,366 3,181,637 3,265,140 3,297,989 3,265,012

Additional funding by City 180,000 180,000 180,000 180,000 180,000 180,000 180,000

Totat contributions 3,051,425 3,136,063 3,268,366 3,361,637 3,445,140 3,477,989 3,445,012

Governmental Units

Total Estimated Revenues 15,210,399 15,466,661 15,753,298 16,074,442 16,434,903 16,840,300 17,276,468
12% 12% 12% 12% 12% 12% 12%

Contribution threshold 1,825,248 1,855,999 1,890,396 1,928,933 1,972,188 2,020,836 2,073,176

*Amount shortfall/(excess) 1,226 177 1,280,064 1,377,970 1,432,704 1,472,952 1,457,153 1,371,836




Treasury Recommendation
City of Mount Clemens
OPEB Corrective Action Plan (CAP)

Primary Unit 502050
Corrective Action Plan, Attachment - 6b
City of Mount Clemens, Muni Code 502050
Long-Term Budget Forecast - Governmental Actiy
FY 2019 - 2034 estimated CP! ti d CP! i d CPI i d CPI ] CPi __ estimated CPI d CPI
| 2.3% | 2.1% | 1.9% | 1.7% | 1.7% [ 1.8% | 2.0% ]
Implementation Year 15 16 17 18 18 20 21

| FY 2032-2033 [ FY 2033-2034] FY 2034-2035] FY 20352036 | FY 2036-2037 | FY 2037-2038 ] FY 2038-2039 ]

Actuary Estimated Benefit Payments: 3,289,056 3,307,354 3,278,939 3,243,956 3,260,325 3,257,655 3,246,416
Additional funding by City 180,000 180,000 180,000 180,000 180,000 180,000 180,000
Totat contributions 3,469,056 3,487,354 3,458,839 3,423,956 3,440,325 3,437,655 3,426,416
Governmental Units
Total Estimated Revenues 17,679,186 18,050,080 18,390,889 18,703,408 19,024,415 19,367,259 19,751,182
12% 12% 12% 12% 12% 12% 12%
Contribution threshold 2,121,502 2,166,010 2,208,907 2,244,409 2,282,930 2,324,071 2,370,142
*Amount shortfall/(excess) 1,347,554 1,321,344 1,252,032 1,179,547 1,157,395 1,113,584 1,056,274

Corrective Action Plan, Attachment - 6b

City of Mount Clemens, Muni Code 502050

Long-Term Budget Fo - Gover tal Activ
FY 2019 - 2034 timated CFl i CPl __ estimated CPI imated CPl i CPI i CPI timated CPI
[ 2.2% | 2.4% | 2.6% [ 2.8% | 2.5% | 2.2% | 2.0% ]
Implementation Year 22 23 24 25 26 27 28

[[FY2039-2040 [ FY 2040-2041 [FY 2041-2042_|FY 2042-2043 |FY 2043-2044 |FY 20442045 [FY 2045-2046 |

Actuary Estimated Benefit Payments: 3,234,033 3,199,959 3,184771 3,068,233 2,924,284 2,850,379 2,712,488

Additional funding by City 180,000 180,000 180,000 180,000 180,000 180,000

Totat contributions 3,414,033 3,379,959 3,364,771 3,248,233 3,104,284 3,030,379 2,712,488

Governmental Units

Total Estimated Revenues 20,181,870 20,665,957 21,211,226 21,798,864 22,342,390 22,843,761 23,305,120
12% 12% 12% 12% 12% 12% 12%

Contribution threshold 2421824 2,479,915 2,545,347 2,615,864 2,681,087 2,741,251 2,796,614

*Amount shortfall/(excess) 992,209 900,044 810,424 632,369 423197 289,128 (84,126)

Note: *HCT and Other funds, including Enterprise
Funds, will contribute to OPEB obligation.
spending constraints, along with deferral
of maintenance and capital purchases,
will need to be implemented.



Treasury Recommendation
City of Mount Clemens

OPEB Corrective Action Plan (CAP)

Primary Unit 502050

City of Mount Clemens Retiree Health Program

Alternate 1

Projected Retiree Health Trust Revenue and Expense
Asset Value City Extra City Banefit Asset Value Funded
Fiscal Year BOY Contribution Contribution  Payments Interest EOY AAL EOY Percent
(a) (k) [z} (d) (e] if (2] (0/1g)
/2008 - 6/30/2019 (5 149,258 51,910,075 550,000 51,910,075 10,441 % 208,699 | 539,665,495 0.5%
7112019 - &/30/2020 209, 6559 2,036,801 200, 000y 2,066,501 27,436 f375,135 40,44 7 507 18%
T 2020 - &/30/2021 137,135 2,175,297 500,000 2,175,242 59,042 1,296,218 41,154 945 3.1%
T 2001 - 6302022 | 1,296,218 2,191,979 180,000 2,.191.9mM B3,121 1,559,338 41, 783, 236 3Th
T/ 2022 - 5/30/2023 1,559,338 2,453,808 120,000 2,453,808 98,908 1,E38. 246 42 276,326 4.3%
/2003 - /302024 | 1,838, 246 2,628,631 130,000 2,628,641 115,642 2,133,888 42 612 643 5.0%
T 2004 - 6302025 2,133,888 2,760,073 180,000 2,710,003 133,381 2,447,269 42 BT 470 5.7
T 2025 - 5f30/2026 | 2,447,269 2871425 120,000 2,871,425 152,184 2,779,453 42 930,334 6.5%
T 6 - 6f30/2027 | 2,779,453 2,965,063 130,000 2,965,063 172,115 3,131,568 42, 931 992 7.3%
T RT - 6f30/2028 3,131,568 3,088,366 180,000 3,088,360 193,242 3,504,809 42, T2 2R 8.2%
T/ 2008 - 6f30/2029 ( 3,504,809 3,100,000 180,000 3,181,637 213,211 3,816,383 42,532 263 9.0%
712009 - 6/30/2030 ( 3,816,383 3, 100,000 130,000 3,265,140 229,424 4,060,667 42,160,044 9.6%
71/ 80 - 6/30/2031 ( 4,060,667 3,100,000 180,000 3,197 989 243,106 4,285,784 41,722 651 103%
T 2081 - 6f30/2032 | 4,285,784 3,100,000 120,000 3,265,012 257,582 4,558,364 41,283 923 110%
712082 - 6/30/2033 | 4,558,364 3, 100,000 130,000 3,289,066 73,233 4,822,540 40, 785,650 11 8%
T/ 083 - 6/30/2034 | 4,822,540 3,100,000 180,000 3,307 354 ZBR, 540 5,083,726 40,229,120 12 6%
7712034 - 6/30/2035 5,083,726 3,100,000 180,000 3,478,939 306,055 5,389,843 39,657,034 13.6%
71285 - 6/30/2036 5,389, 843 3, 100,000 130,000 3,243,956 324,461 5,750,349 }O0TFIE 14. M
771286 - 6/30/2037 | 5,750,349 3,100,000 180,000 3,260,325 345,605 6,115,679 38435729 159
/1237 - 6f30/2038 6,115,629 3,100,000 180,000 3,457,855 367,602 6,205,575 37,048,000 1T.2%
7/1/2038 - 6/30/2039 6,505,575 3,100,000 120, 000 3,246,416 391,332 6,930,491 37,025,931 1K M
7712089 - 6/30/2040 ( 6,930,491 3,100,000 180,000 3,234,083 417,195 7,393,653 36,272,708 2048
/12040 - 6/30/2041 ( 7,393,653 3,100,000 180,000 3,199,959 445,997 7.919,691 35509, 756 2.3
7112041 - &/30/2042 7,919,691 3,100,000 120, 000 3,184,771 478,011 8,492,931 34,717,080 24.5%
T/12002 - 6/30/2043 |  B.492,931 3,100,000 180,000 3,068,233 515,867 9,220,565 33 998 B15 T 1%
T/1/2043 - /302044 | 9,220,565 2,924,254 180,000 25924, 284 558,581 9,959,146 33,390,241 Faikor )
T 2004 - 5/30/2045 | 9,959,146 2,850,379 120,000 2,850,319 B2, EOG 10,742 042 32 827,104 3L T
12045 - 6/30/2046 | 10,742,042 2,712 488 o 2,712 488 B644,523 11,3586, 565 32379561 35 %
71 206 - 6302047 | 11386565 2 565,958 1] 2,566,958 BE3, 194 12,068,759 ( 32082276  376%
7/ 2047 - 6/30/2048 | 12,068,759 2475, 724 ] 2475,724 724,186 12,793,944 31,829,020 40 2%

There may be coses where the schedule does not odd due to rounding.

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.




Treasury Recommendation
Ontonagon County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 660100

Name of | Type of | Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $9,988,360 | $23,912,525 | 41.8% | $1,028,055 $8.518.407 12.1% YES
OPEB OPEB - $7,797,255 0.0% $733,937 T 8.6% YES
Total $9,988,360 | $31,709,780 $1,761,992 | $8,518,407 20.7%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Disapproval of the MERS Pension corrective action plan submitted by

Ontonagon County Road Commission, which was received by the Municipal Stability Board (the Board)
on January 16, 2019. If disapproved, Ontonagon County Road Commission, will receive a detailed letter
from the Board listing the reasons for disapproval. Ontonagon County Road Commission will have 60
days from the date of the notification to address the reason for disapproval and resubmit a corrective
action plan for approval.

Changes Made:

Modern Plan Design:
o None listed

Plan Funding:
o Provided additional funding in 2016, 2017 and 2018.

Other Considerations:
o None listed

Prospective Changes:

Modern Plan Design:
o None listed

Plan Funding:
o None listed

Other Considerations:
o None listed

Plan size: 97 members

Inactive employees or beneficiaries currently receiving benefits: 58
Inactive employees entitled to but not yet receiving benefits: 0
Active employees: 39



Treasury Recommendation
Ontonagon County Road Commission
Pension Corrective Action Plan (CAP)

Non-Primary Unit 660100

Corrective Action Plan Criteria:
The following corrective action plan approval criteria were not met:

e Underfunded Status:

o The corrective action plan failed to demonstrate the retirement system will reach 60%
funded.

e Reasonable Timeframe:

o The corrective action plan does not demonstrate when the retirement system will reach
60% funded.

e |egal and Feasible:

o The local unit failed to attach supporting documentation indicating the corrective action
plan was approved by the governing body.

o Affordable:
o The local unit did not confirm in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

Supplemental Information: The Ontonagon County Road Commission provided their prior waiver
application submission from May as their corrective action plan submission. This submission failed to
meet any of the MSB defined corrective action plan approval criteria. The Commission was required to

submit a corrective action plan for their OPEB system. The Commission’s deadline has passed without an
OPEB submission.

The Community Engagement and Finance Division (CEFD) contact:

o The CEFD reached out to Ontonagon County Road Commission to address their pension CAP
submission on 2/8/2019. A voicemail was left. CEFD spoke with the road commission on
2/15/2019 regarding corrective action plan criteria and clarified required documentation. A
follow up email was sent on 2/14/2019



Treasury Recommendation
Otsego County Road Commission
Pension Corrective Action Plan (CAP)
Non-Primary Unit 690100

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
&CEF;CS Pension | $7,153,522 | $12,227,596 | 58.5% | $437,460 4.2% Yes
Healthcare | OPEB SO $6,088,899 0% $307,622 310,409,106 3.0% Yes
Total $7,153,522 | $18,316,495 $745,082 7.2%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by Otsego County
Road Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019.
If approved by the Board, Treasury and the Board will continue to monitor them for compliance per
Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

o For General division hires after 10/16/2012 (please note: the CAP Summary indicates
this date was 10/16/2016), the benefit multiplier was reduced from 2.50% to 2.00% and
the unreduced early retirement option was eliminated.

o Otsego County Road Commission implemented employee contributions in 2012 at a rate
of 1% of gross income. The 1% rate was gradually increased to 4% beginning 1/1/2018.

e Plan Funding:

o Beginning December 2010, OCRC began contributing $10,000.00/month in addition to
the actuarially determined contribution.

o In May 2017, the Board adopted a Surplus account within MERS and approved a one-
time lump sum payment of $100,000.00, as well as the continuation of the $10,000.00
monthly contribution. For 2018, the OCRC is expected to have paid $500,000.00 into the
Surplus account, plus the $10,000.00 additional monthly contribution, for an additional
amount totaling of $620,000.00.

e Other Considerations:
o None noted.

Prospective Changes:

e Modern Plan Design:
o During 2019 collective bargaining, OCRC will consider additional benefit modifications to
reduce the liability and will also propose employee contribution increases.
o Administrative employees have agreed to increase their contribution rates to 5% on
1/1/2019; 6% on 1/1/2020 and 7% on 1/1/2021.
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Treasury Recommendation
Otsego County Road Commission (OCRC)
Pension Corrective Action Plan (CAP)
Non-Primary Unit 690100

e Plan Funding:
o Otsego County Road Commission plans to continue contributing $500,000.00 in

additional lump sum payments in 2019 and 2020, while continuing to submit $10,000.00
per month over and above the actuarially determined contribution. They will reassess
the need to continue the $500,000.00 extra annual contribution after 2020, but plan to
continue contributing the extra $10,000.00 monthly contribution until 100% funding is
met. Based on ballpark projections, 100% funding is expected to be met as of the fiscal
year beginning 1/1/2030.

e Other Considerations:

o Otsego County Road Commission will continue to work with employees to lower costs as
well as to research new types of retirement plans to save cost.

Plan Size: 87 members (as of 12/31/2017)

e Inactive employees or beneficiaries currently receiving benefits: 49
e Inactive employees entitled to but not yet receiving benefits: 6
e Active employees: 32

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:
o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2020).

e Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast. Although
the local unit confirms the affordability of the CAP, the ADC plus the additional
anticipated Pension and OPEB short-term contributions are approaching 17% of
Governmental Fund revenues.
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Supplemental Information:

Treasury Recommendation

Otsego County Road Commission (OCRC)

Pension Corrective Action Plan (CAP)
Non-Primary Unit 690100

Otsego County Road Commission included the following projection, indicating 60% funding will be met
as of the fiscal year beginning 1/1/2020 and that 100% funding is expected in fiscal year beginning
1/1/2030. The following projection includes contributions of $620,000 to the Surplus account in 2018,
2019 and 2020, followed by $120,000 annually until 100% funding is attained. Annual employer
contributions for the period FY2021 through FY2027 are projected to increase 16%.

Otsego CRC {6901) - Total of All Divisions

Valuation | Fiscal Year Actuarial Computed Annual | Additonal Annual | Total Annual

Year Ending | Beginning Accrued Valuation Assets Funded Employer Employer Employer
12/31 11 Liability {Including Surplus) | Percentage Contribution Contribution Contribution

7.75% Assumed Interest Discount Rate and Future Annual Market Rate of Return
Additional Contributions to Surplus Until 100% Funding {With Phase-in); Reflect an additional $620,000 in 2018 {Not Displayed)
2017 2019 5 12772377 | % 7,234,508 57% | 5 521,628 | § 620,000 | 5 1,141,628
2018 2020 13,128,881 8,070,314 61% 563,064 620,000 1,183,064
2019 2021 13,489,297 8,943,989 66% 606,516 120,000 726,516
2020 2022 13,854,202 10,128,176 73% 619,536 120,000 739,536
2021 2023 14,229,504 10,895,045 7% 633,636 120,000 753,636
2022 2024 14,604,002 11,630,678 B0% 654,660 120,000 774,660
2023 2025 14,946,393 12,374,261 83% 676,560 120,000 796,560
2024 2026 15,283,651 13,162,955 B6% 695,060 120,000 819,060
2025 2027 15,587,019 13,972,625 a0 722,208 120,000 842,208
2026 2028 15,868,612 14,820,087 93% 746,544 - 746,544
2027 2029 16,137,551 15,719,823 97% 161,664 - 161,664
2028 2030 16,384,034 16,544,037 101% 164,940 - 164,940

Note: the employer normal cost was shown as the employer contribution in fiscal years 2029 and 2030 {after 100% funding was reached)
forillustrative purposes. Future actual required contributions will depend on when and how surplus assets are ultimately utilized.

The Community Engagement and Finance Division (CEFD) Contact:

None noted.




Treasury Recommendation
Otsego County Road Commission
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 690100

Name of Type of Assets Liabilities Funded ADC Revenues ADC/ CAP
Systems System Ratio Revenue | required?
OCRC MERS | Pension | $7,153,522 | $12,227,596 58.5% | $437,460 $10,409.106 4.2% Yes
Healthcare OPEB S0 $6,088,899 0% $307,622 T 3.0% Yes
Total $7,153,522 | $18,316,495 $745,082 | $10,409,106 7.2%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Otsego County Road
Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

o In 2011, OCRC reduced retiree health insurance benefits; for those hired before 2009,
benefits are limited to $350/month per retiree and per spouse. OCRC also eliminated
defined benefit retire health insurance for employees hired after 2009 and
implemented a defined contribution arrangement (HSA or other).

o Effective January 1, 2016, OCRC further reduced retiree health insurance benefits: those
hired before 2009 only receive retiree-only coverage until Medicare eligibility, plus a
one-time payment of $20,000 into a Healthcare Savings Plan.

e Plan Funding:
o OCRC established a Retiree Health Insurance Section 115 Trust effective 1/1/18.

On 1/18/18, OCRC contributed $100,000.

On 7/19/18, OCRC approved the CAP which includes contributing an additional
$520,000 for 2018 and $400,000 per year for the years 2019 through 2021. However,
confirmation of the 2018 contribution was not provided.

e Other Considerations:
o The actuarial accrued liability provided on the Form 5597 is based on 2015 data. The
OCRC has commissioned an actuarial valuation using 2018 data and incorporating the
negotiated changes effective January 1, 2016.

Prospective Changes:

e Modern Plan Design:
o OCRC has negotiated further reductions in retiree health insurance benefits for those
hired before 2009. Effective 1/1/19, the deductible was increased from $500 to $5,000.




Treasury Recommendation
Otsego County Road Commission
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 690100

e Plan Funding:
o The OCRC has provided projections reflecting an additional $520,000 for 2018 and
$400,000 per year for the years 2019 through 2021. However, confirmation of the 2018
contribution was not provided.

e Other Considerations:
o None listed.

Plan Size: 56 members

e Inactive employees or beneficiaries currently receiving benefits: 36
e |nactive employees entitled to but not yet receiving benefits: 0
e Active employees: 20

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast. It is noted that the combined Pension and
OPEB short-term contributions are approaching 17% of Governmental Fund revenues.

The following corrective action plan approval criteria are partially met:

e Underfunded Status:

o The local unit did not provide clear documentation that demonstrates the retirement
system will reach 40% funded. Based on other information presented in the corrective
action plan, we have determined the plan may be able to reach a funded ratio of 40% if
the plan’s assumptions remain accurate.

e Reasonable Timeframe:
o The administrative officer indicates the plan will achieve a funded ratio of 40% by 2022;
however, the local unit did not provide clear documentation that demonstrates this.
Based on other information presented in the corrective action plan, we have

determined the local government may be able to achieve the 40% funded ratio within
this timeframe.




Treasury Recommendation
Otsego County Road Commission
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 690100

Supplemental Information: The following chart in the corrective action plan shows OCRC reaching 40%
funding by 2022. No support was provided for the estimated December 31, 2022 liability of $6 million.
However, projecting the accrued liability from the 2015 valuation forward to 2022 using benefit
payments provided with the CAP and assuming the normal cost increases with payroll (conservative,
since the group is closed) produces an estimated liability of $6.0 million. Therefore, we do not find the
S6 million estimate to be unreasonable. The OCRC has commissioned an actuarial valuation using 2018
data.

Otsego County Road Commission Proposal to Improve Unfunded Healthcare Assets

4%
Estimated Funding/Based Upon 4% Returns on Assets
Annual Cost to Fund the Plan
Year Assets Contributions  Plus Benefits  Total cost
Equal Normal
Costs

As of: 100,000 520,000 400,000 920,000

12/31/2018 624,000 400,000 420,000 820,000

12/31/2019 1,048,960 400,000 441,000 841,000

12/31/2020 1,490,918 400,000 463,050 863,050

12/31/2021 1,950,555 400,000 486,203 886,203
12/31/2022 6,000,000 2,428,577 40%

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



Treasury Recommendation

Ottawa County Road Commission
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 700100

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $30,643,532 | $55,068,361 | 55.6% | $1,466,702 $41,565,263 3.5% YES
Healthcare | OPEB o $1,632,020 0.0% $337,063 R 0.8% YES
Total $30,643,532 | $56,700,381 $1,803,765 | $41,565,263 4.3%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Ottawa County Road

Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If

approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:

(0}

e Other Considerations:

In 2013, new non-bargaining employees and in 2016, new bargaining employees are

not offered health insurance upon retirement (attachment — 7a health insurance policy).

Retiree health insurance now requires a 16% contribution from retirees to insurance

costs (attachment 2a — actuarial valuation page 9).

0 The commission’s closed OPEB plan is very restrictive and only provides OPEB benefits
to eligible retirees for a five-year period from age 60 to 65 (attachment — 7a health
insurance policy). OPEB expenses as a percentage of revenues and other financing
sources has averaged less than 0.4% over the past 5 years (attachment 7b — schedule of
OPEB premium expenses compared to general fund revenues and other financing

sources).

Prospective Changes:

e Plan Funding:

(0}

2019 MERS retiree health funding vehicle will be utilized to create an OPEB trust with

funding of $20,000 annually in addition to cash basis payment of retiree premium
payments. No distribution from the MERS retiree health funding vehicle will occur
before 100% funding is achieved (2048 estimate first year of 100% funding),
(attachment 7a — actuarial funding status).




Treasury Recommendation
Ottawa County Road Commission
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 700100

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e |legal and Feasible:

0 Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

o Affordable:
0 The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree

premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

The following corrective action plan approval criteria are partially met:

e Underfunded Status:

O The local unit did not provide clear documentation that demonstrates the retirement
system will reach 40% funded. Based on other information presented in the corrective
action plan, we have determined the plan may be able to reach a funded ratio of 40% if
the plan’s assumptions remain accurate.

e Reasonable Timeframe:
0 The administrative officer indicates the plan will achieve a funded ratio of 40% by 2037;
however, the local unit did not provide clear documentation that demonstrates this.
Based on other information presented in the corrective action plan, we have

determined the local government may be able to achieve the 40% funded ratio within
this timeframe.

Supplemental Information: Ottawa County Road Commission included a chart detailing their
contributions and balance. With an OPEB liability of around $1.6 million, they would need roughly
$650,000 in assets. The chart below shows an ending balance above $650,000 in the year 2037.
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Treasury Recommendation
Ottawa County Road Commission
OPEB Corrective Action Plan (CAP)

Non-Primary Unit 700100

Health premium

Ending Maximum number of insurance  including
Contribution Benefit payments eligible particpants inflation inflation
20,000 5 - S 20,000 14 8.0% $ 13,006
20,000 = 41,200 19 7.5% 13,981
20,000 - 63,672 21 7.0% 14,960
20,000 - 87,432 26 6.5% 15,932
20,000 - 112,742 26 6.0% 16,888
20,000 - 139,506 25 5.5% 17,817
20,000 - 167,877 22 5.0% 18,708
20,000 - 197,949 18 5.0% 18,644
20,000 - 229,826 16 5.0% 20,626
20,000 - 263,616 12 5.0% 21,657
20,000 - 299,433 16 5.0% 22,740
20,000 - 337,399 13 5.0% 23,877
20,000 - 377,643 12 5.0% 25,071
20,000 - 420,301 9 5.0% 26,324
20,000 - 465,519 11 5.0% 27,640
20,000 - 513,451 6 5.0% 29,022
20,000 - 564,258 [ 5.0% 30,474
20,000 - 618,113 ] 5.0% 31,997
20,000 - 675,200 7 5.0% 33,597
20,000 - 735,712 [ 5.0% 35,277
20,000 . 799,855 6 5.0% 37,041
20,000 - 867,846 9 5.0% 38,893
20,000 - 938,917 T 5.0% 40,837
20,000 = 1,016,312 6 5.0% 42,879
20,000 - 1,097,230 8 5.0% 45,023
20,000 = 1,183,128 8 5.0% 47,274
20,000 - 1,274,115 6 5.0% 49,638
20,000 - 1,370,562 5 5.0% 52,120
20,000 - 1,472,796 5 5.0% 54,726
20,000 (172,387} 1,408,777 3 5.0% 57,462
20,000 (120,671) 1,392,632 2 5.0% 60,336
20,000 (253,409) 1,242,781 4 5.0% 63,352
20,000 {266,080 1,071,268 4 5.0% 66,520
20,000 (349,230) 806,315 5 5.0% 69,846
20,000 (293,353) 581,341 4 5.0% 73,338
20,000 (308,020) 328,201 4 5.0% 77,005
20,000 (80,855) 287,037 . 5.0% 80,855
20,000 (84,898) 239,361 1 5.0% 84,898

The Community Engagement and Finance Division (CEFD) contact:

None noted.



Treasury Recommendation
Presque Isle County Road Commission
Pension Corrective Action Plan (CAP) Primary

Unit 710100
Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $4,796,540 | $9,774,568 49.1% | $338,169 45593373 6.0% Yes
Healthcare | OPEB $0S $1,327,286 0.0% $60,942 S 1.1% No
Total $4,796,540 | $11,101,584 $399,111 | $11,186,746 7.1%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by Presque Isle CRC,
which was received by the Municipal Stability Board (the Board) on January 16, 2019. If approved by the
Board, Treasury and the Board will continue to monitor them for compliance per Public Act 202 of 2017
and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
0 Presque Isle CRC lowered the tier of benefits for employees hired after 7/01/2015
= Have areduced defined benefit multiplier of 2.0
= Early retirement option 53/30 eliminated

e Plan Funding:
0 Additional funding of $30,000 as 01/01/2018

0 Presque Isle CRC increased employee contributions
= Employees contributed 3% of gross pay as of 08/06/2012
=  Employees contributed 4% of gross pay as of 07/01/2013
= Employees contributed 5% of gross pay as of 07/01/2014

e Other Considerations:

0 None noted.

Prospective Changes:

e Modern Plan Design:
0 Implementation of a surplus division effective 1/1/2019
0 Additional funding$180,000 transferred into surplus division on 1/1/2019
0 All future excess payments placed in surplus

e Plan Funding:
0 Additional funding of $20,000 per month into the surplus division

e Other Considerations:

0 None noted




Treasury Recommendation
Presque Isle County Road Commission
Pension Corrective Action Plan (CAP) Primary
Unit 710100

Plan size:73 members

e Inactive employees or beneficiaries currently receiving benefits: 46
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 27

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:
0 The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:

0 The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2030).

e legal and Feasible:
0 Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

e Affordable:
0 The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

Supplemental Information: Presque Isle CRC included their valuation which shows their pension system
will reach 60% funded by FY 2030 and their projected annual employer contribution. From 2019 to 2039,
Presque Isle CRC's annual employer contribution increases by approximately 100%.



Treasury Recommendation
Presque Isle County Road Commission
Pension Corrective Action Plan (CAP) Primary
Unit 710100
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The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation
City of Riverview

OPEB Corrective Action Plan (CAP)

Primary Unit 822240

Name of Type of | Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $30,143,435 | $36,270,078 | 83.1% | $1,092,653 $9.970.825 11.0% NO
Healthcare | OPEB S0 $42,226,967 | 0.0% | $4,139,949 B 41.5% YES
Total $30,143,435 | $78,497,045 $5,232,602 | $9,970,825 52.5%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Disapproval of the OPEB corrective action plan submitted by City of Riverview,
which was received by the Municipal Stability Board (the Board) on January 16, 2019. If disapproved,
City of Riverview, will receive a detailed letter from the Board listing the reasons for disapproval. City of
Riverview will have 60 days from the date of the notification to address the reason for disapproval and
resubmit a corrective action plan for approval.

Changes Made:

e Modern Plan Design:

0 City of Riverview retirees get taken off Blue Cross Blue Shield plans once they turn 65
years old. They are moved to a Medicare plan with a Humana supplement. This saves
the city on average $17,658.72 per person per year. As of December 2016, the retiree
health care system has been closed to all new city employees. Retiree Health Savings

Plans have been created and are utilized for all employees not eligible for retiree health
benefits across all government units.

e Plan Funding:
0 The City of Riverview has established an Other Post-Employment Benefits Trust
Agreement to receive, invest, and accumulate assets for retirement healthcare. City
administration, along with two of the most recently negotiated union contracts require

eligible employees to contribute a portion of wages for other post-employment benefit
expenses.

e Other Considerations:
0 The City of Riverview has kept current on a “pay as you go” method.

Prospective Changes:

e Modern Plan Design:

0 The City of Riverview plans to continue negotiating language that changes the age at
which an employee can start receiving retiree medical benefits from 55 to 60 into all
collectively bargained contracts.

e Plan Funding:
0 The City of Riverview plans to continue negotiating language that requires all eligible
employees to contribute a portion of their wages for other post-employment benefit
expenses into all collectively bargained contracts. The City of Riverview will make a one-



https://17,658.72

Treasury Recommendation
City of Riverview
OPEB Corrective Action Plan (CAP)
Primary Unit 822240

time deposit of $200,000 into the Other Post-Employment Benefits Trust in fiscal year
2018/19 and will continue to budget a $2,000 contribution per eligible employee, per
year in all future annual budgets.

Plan size: 140 members

e Inactive employees or beneficiaries currently receiving benefits: 84
e Inactive employees entitled to but not yet receiving benefits: 8
e Active employees: 48

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e legal and Feasible:
0 The local unit’s corrective action plan appears to follow all applicable laws. The actions
listed appear reasonable and the corrective action plan has been approved by the
governing body.

e Affordable:

0 The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

The following corrective action plan approval criteria were not met:

e Underfunded Status:
0 The corrective action plan failed to demonstrate that the retirement system will reach
40% funded.

e Reasonable Timeframe:
O The corrective action plan does not demonstrate when the retirement system will reach
40% funded.

Supplemental Information:

The City of Riverview did not provide any supporting documentation to their corrective action plan, such
as an actuarial valuation.

The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation
Saginaw Housing Commission
Pension Corrective Action Plan (CAP)
Non-Primary Unit 737522

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $1,969,417 | $4,148,367 | 47.5% | $144,264 1.3% Yes
Blue Care | oeg $0 $4,268,137 | 0% | $329,743 | *11266131 2.9% Yes
Network

Total $1,969,417 | $8,416,504 23.4% | $474,007 | $11,266,131 4.2%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by Saginaw Housing
Commission, which was received by the Municipal Stability Board (the Board) on Month Day, Year. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public
Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
O Closed DB plan to eligible employees enrolled after 4/28/06.
0 Opened a Hybrid system to eligible employees and new hires beginning July 1, 2014
with a lower tier benefits such as 1% multiplier and normal retirement age of 60 years
old.

e Plan Funding:
0 None noted.

e Other Considerations:
0 None noted.

Prospective Changes:

e Modern Plan Design:
0 None noted.

e Plan Funding:
0 The Saginaw Housing Commission will make additional payments to fund the pension in

phases throughout the year.

0 As assessment will be done quarterly/semi-annually to determine how much the
housing authority can additionally fund based on the cash flow and financial health of
the housing authority. After this assessment is completed, a payment will be made.

0 The agency's goal is to be 60% funded within 5 years. The first payment of $75,000 will
be made in December 2018.




Treasury Recommendation
Saginaw Housing Commission
Pension Corrective Action Plan (CAP)
Non-Primary Unit 737522

e Other Considerations:
0 The actuarial valuation for 2017 shows the funding ratio will reach 60% in approximately
2036. If the Saginaw Housing Commission can make three additional payments of
$150,000 for this fiscal year and the two thereafter, the funding ratio will reach 61% by
2021 and 100% funded by 2037.

Plan size: 21 members

e Inactive employees or beneficiaries currently receiving benefits: 11
e Inactive employees entitled to but not yet receiving benefits: 5
e Active employees: 5

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:
0 The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the actuarial valuation found in the corrective
action plan.

e Reasonable Timeframe:
O The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2023).

e Legal and Feasible:
0 Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

o Affordable:
0 The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

Supplemental Information: Saginaw Housing Commission included a schedule of contributions
demonstrating the local unit reaching 61% funded in 2023 for the scenario of additional contributions of
$50,000 annually beginning in the fiscal year beginning 7/1/2018.

The Required Annual Employer contributions are expected to increase 80.7% from $158,568 in 2019 to
$286,548 in 2033.



Saginaw Housing Commission

Treasury Recommendation

Pension Corrective Action Plan (CAP)
Non-Primary Unit 737522

Saginaw HC (7321), All Divisions - Estimated Projected Employer Contributions and Funded Ratios

Baseline: Current Plan as of the Valuation Date

Scenario 1: Additional Contributions of $150,000 Annually Beginning in the Fiscal Year
Beginning 7/1/2018

Valuation Fiscal Valuation Required Additional
Year Year Actuarial Total Annual Actuarial Assets Annual Annual Total Annual
Ending Beginning Accrued Valuation Funded Employer Accrued (Including Funded Employer Employer Employer
12/31 in Year Liability Assets Ratio C il ion Liability Surplus) Ratio Contribution | Contribution Contribution
2017 2019 4,392,870 2,257,891 51% $158,568 4,392,870 2,257,891 51% $158,568 $150,000 $308,568
2018 2020 4,425,638 2,228,166 50% $174,072 4,425,638 2,306,018 52% $174,072 $150,000 $324,072
2019 2021 4,450,386 2,181,933 49% $189,204 4,450,386 2,416,983 54% $189,204 $0 $189,204
2020 2022 4,460,073 2,198,253 49% $193,740 4,460,073 2,608,587 58% $193,740 $0 $193,740
2021 2023 4,458,782 2,213,475 50% $198,816 4,458,782 2,737,263 61% $198,816 $0 $198,816
2022 2024 4,442,904 2,204,970 50% $205,800 4,442,904 2,769,352 62% $205,800 $0 $205,800
2023 2025 4,415,241 2,190,071 50% $213,240 4,415,241 2,798,192 63% $213,240 $0 $213,240
2024 2026 4,354,566 2,148,996 49% $221,292 4,354,566 2,804,247 64% $221,292 50 $221,292
2025 2027 4,274,526 2,096,915 49% $229,632 4,274,526 2,802,948 66% $229,632 $0 $229,632
2026 2028 4,180,017 2,039,892 49% $238,248 4,180,017 2,800,642 67% $238,248 $0 $238,248
2027 2029 4,081,184 1,989,241 49% $247,200 4,081,184 2,808,949 69% $247,200 $0 $247,200
2028 2030 3,979,040 1,947,067 49% $256,500 3,979,040 2,830,303 71% $256,500 $0 $256,500
2029 2031 3,874,234 1,915,216 49% $266,172 3,874,234 2,866,902 74% $266,172 $0 $266,172
2030 2032 3,766,789 1,895,041 50% $276,180 3,766,789 2,920,483 78% $276,180 $0 $276,180
2031 2033 3,658,079 1,889,366 52% $286,548 3,658,079 2,994,280 82% $286,548 $0 $286,548
2032 2034 3,549,234 1,900,878 54% $297,300 3,549,234 3,091,423 87% $132,219 $0 $132,219
2033 2035 3,441,082 1,932,074 56% $308,496 3,441,082 3,214,886 93% $26,328 $0 $26,328
2034 2036 3,334,631 1,985,785 60% $320,040 3,334,631 3,282,335 98% $27,312 $0 $27,312
2035 2037 3,230,890 2,065,029 64% $332,340 3,230,890 3,229,924 100% $28,380 $0 $28,380
2036 2038 3,121,000 2,173,090 69% $344,844 3,131,000 3,129,896 100% $29,496 $0 $29,496
2037 2039 3,036,239 2,313,713 F6% $357,744 3,036,239 3,034,982 100% $30,600 $0 $30,600
2038 2040 2,948,026 2,490,901 84% $31,812 2,948,026 2,946,640 100% $31,800 $0 $31,800
2039 2041 2,867,919 2,708,810 94% $33,060 2,867,919 2,866,406 100% $33,048 $0 $33,048
2040 2042 2,797,611 2,795,842 100% $34,464 2,797,611 2,795,854 100% $34,284 $0 $34,284
2041 2043 2,738,925 2,736,817 100% $35,832 2,738,925 2,736,817 100% $35,628 50 $35,628

Notes: The phase-in was reflected for the purpose of displaying a truer estimate of short term cost.
The amortization schedule in the proposed scenario is the same as the baseline. A description of the amortization policy can be found on page 24 of the annual valuation appendix:

http://www.mersofmich.com/Portals/0/Assets/Resources/AAV-Appendix/MERS-2017AnnualActuarialValuation-Appendix.pdf
The assumed annual market return and discount rate is 7. 75%.
In Scenario 1, we are reflecting 3 total years worth of additional contributions in the amount of 5150,000 annually.

The Community Engagement and Finance Division (CEFD) contact:

None noted.




Treasury Recommendation
Saginaw Housing Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 737522

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | $1,969,417 | $4,148,367 | 47.5% | $144,264 1.3% Yes
Blue Care | oeg $0 $4,268,137 | 0% | $329,743 | *11266131 2.9% Yes
Network

Total $1,969,417 | $8,416,504 $474,007 | $11,266,131 4.2%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Disapproval of the OPEB corrective action plan submitted by Saginaw Housing

Commission, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
disapproved, Saginaw Housing Commission, will receive a detailed letter from the Board listing the
reasons for disapproval. Saginaw Housing Commission will have 60 days from the date of the
notification to address the reason for disapproval and resubmit a corrective action plan for approval.

Changes Made:

e Modern Plan Design:

(0]

(0}

Retiree healthcare or life insurance is not eligible for employees hired after July 1, 2007
or enter the AFSCME union after January 1, 2008.

Retiree healthcare or life insurance is not eligible for employees hired after July 1, 2007
or enter the SEIU union after July 1, 2012.

Retiree healthcare for union employees is subject to healthcare caps beginning July 1,
2014.

A spouse must be added to plan five years prior to retirement to be eligible for
coverage.

e Plan Funding:

(0}

None noted.

e Other Considerations:

(0}

The Saginaw Housing Commission paid their paygo payment.

Prospective Changes:

e Modern Plan Design:

(0}

None noted.

e Plan Funding:

(0}

(0}

The Saginaw Housing Commission will create a qualified trust to receive, invest, and
accumulate assets for retirement healthcare by June 30, 2019.

Beginning in fiscal year ending 2020, the agency will begin to fund based on the cash
flow and financial health of the housing authority. The agency will become 40% funded
by 2049.




Treasury Recommendation
Saginaw Housing Commission
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 737522

e Other Considerations:

0 The Saginaw Housing Commission will review the new actuarial report for other
considerations when received. The letter of engagement was accepted July 31, 2018.

Plan size: 37 members

e Inactive employees: 23
e Active employees: 14

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e |egal and Feasible:

0 Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

e Affordable:

0 The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

The following corrective action plan approval criteria were not met:

e Underfunded Status:

0 The corrective action plan failed to demonstrate the retirement system will reach 40%
funded.

e Reasonable Timeframe:
0 The certifying official of the local unit indicates the retirement system will reach a

funded status of at least 40% by fiscal year 2049; however, there is no supporting
documentation to support this claim.

Supplemental Information:

Saginaw Housing Commission did not include a schedule of contributions to fund their OPEB plan. A

letter of engagement for an updated valuation report was accepted July 31, 2018, but the letter is not
included in the corrective action plan.

The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation
Saline Area Fire Department
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 817542

Name of Type of | Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems System Ratio required?
Healthcare OPEB $0 $732,984 0.0% | $65,644 | $1,140,811 5.8% YES

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Disapproval of the OPEB corrective action plan submitted by Saline Area Fire
Department (SAFD), which was received by the Municipal Stability Board (the Board) on January 16,
2019. If disapproved, SAFD, will receive a detailed letter from the Board listing the reasons for
disapproval. SAFD will have 60 days from the date of the notification to address the reason for
disapproval and resubmit a corrective action plan for approval.

Changes Made:

e Modern Plan Design:
0 None noted.

e Plan Funding:
0 SAFD created a qualified trust to receive, invest, and accumulate assets for retirement

healthcare.

e Other Considerations:

0 None noted.

Prospective Changes:

e Modern Plan Design:
0 During collective bargaining, the SAFD administration will negotiate for increased
employee co-payments and deductibles.
0 During collective bargaining, the SAFD administration will negotiate providing benefits
to retirees only.

e Plan Funding:
0 SAFD committed to fund system to 40% in 30 years by selecting a funding scenario

provided by CBIZ in which SAFD increases the annual contribution to the trust by a
percentage of 14.18 percent higher than the previous year’s contribution.

e Other Considerations:

0 None noted
Plan size: 9 members

e Inactive employees or beneficiaries currently receiving benefits: 0
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 9




Treasury Recommendation
Saline Area Fire Department
OPEB Corrective Action Plan (CAP)
Non-Primary Unit 817542

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are partially met:

e Underfunded Status:

0 The local unit did not provide clear documentation that demonstrates the retirement
system will reach 40% funded. Based on other information presented in the corrective
action plan, we have determined the plan may be able to reach a funded ratio of 40% if
the plan’s assumptions remain accurate.

e Reasonable Timeframe:
0 The administrative officer indicates the plan will achieve a funded ratio of 40% by 2048;
however, the local unit did not provide clear documentation that demonstrates this.
Based on other information presented in the corrective action plan, we have
determined the local government may be able to achieve the 40% funded ratio within
this timeframe.

The following corrective action plan approval criteria were not met:

e Legal and Feasible:
0 While the SAFD confirmed in section 7 of the corrective action plan template that the
plan is legal and feasible, the increasing payments of 14.18% annually for the next 30
years does not appear to be reasonably achievable.

e Affordable:

0 While the SAFD confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast. The scenario the SAFD selected requires the
SAFD in 30 years to pay an annual contribution greater than their total 2017
governmental revenues.

Supplemental Information: The Saline Area Fire Department (SAFD) was provided with 3 different
scenarios (shown below) by CBIZ that would bring their retiree healthcare system to 40% funded within
30 years. The SAFD choose scenario 1, which requires them to pay an additional 14.18% above the
previous year’s contribution, in an approach that has them ramping up their payments. This scenario
ends in year 30 with the SAFD annual payment amount greater than their total 2017 governmental
revenues. The percent increase from year 1 to year 30 is approximately 4,500%. Additionally, the
projected liability increased in their 2018 audit. Based on their valuation, SAFD’s liabilities are scheduled
to continue to increase for the next several years.
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Saline Area Fire Department

OPEB Corrective Action Plan (CAP)

Non-Primary Unit 817542

Annual Contributions By Scenario

The Community Engagement and Finance Division (CEFD) contact:

None noted.

Yadr Scenario #1 Scenario #2 Scenario #3
Endin Increase annuall Level 27.50%
June 3%, by ﬁjﬁ% . Leshes Chomat of Pay

2018 $ 25,000 151,184 118,311
2020 28,545 151,184 121,269
2021 32,593 151,184 124 301
2022 37,214 151,184 127,408
2023 42,491 151,184 130,594
2024 48,517 151,184 133,858
2025 55,396 151,184 137,205
2026 63,251 151,184 140,635
2027 72,220 151,184 144 151
2028 62 461 151,184 147 755
2029 84,154 151,184 151,448
2030 107,505 161,184 155,235
2031 122,750 151,184 159,116
2032 140,156 151,184 163,093
2033 160,030 151,184 167171
2034 182,722 151,184 171,350
2035 208,632 151,184 175,634
2036 238,216 151,184 180,025
2037 271,995 151,184 | 184,525
2038 310,564 151,184 | 189,138
2038 354 602 151,184 193,867
2040 404 884 151,184 198,713
2041 462,287 151,184 203,681
2042 527,850 151,184 208,773
2043 602,700 151,184 213,992
2044 688, 162 151,184 218,342
2045 785,744 151,184 224,826
2046 897,162 151,184 230,446
2047 1,024,380 151,184 236,208
2048 $ 1,169,637 151,184 242113




Treasury Recommendation
City of Taylor

General Employees Pension Corrective Action Plan (CAP)
Primary Unit 822280

Name of
Systems

Type of
System

Assets

Liabilities

Funded
Ratio

ADC

Revenues

ADC/Revenue

CAP
required?

General
Government
Employees'
Retirement
System

Pension

$38,698,098

$83,051,749

46.6%

$3,530,436

Police and
Fire
Retirement
System

Pension

$122,481,035

$226,318,289

54.1%

$5,190,370

23rd District
Court -
MERS

Pension

$2,793,808

$3,841,638

72.7%

$42,463

Healthcare

OPEB

S0

$333,124,138

0.0%

$17,992,359

$65,615,183

13.4%

Yes

Yes

No

27.4%

Yes

Total

$163,972,941

$646,335,814

$26,755,628

$65,615,183

40.8%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the General Government Employees' Retirement System pension

corrective action plan submitted by City of Taylor, which was received by the Municipal Stability Board
(the Board) on January 16, 2019. If approved by the Board, Treasury and the Board will continue to
monitor them for compliance per Public Act 202 of 2017 and implementation of their corrective action

plan.

Changes Made:

Modern Plan Design:

o The City of Taylor closed the plan to all new hires between 2001-2005.

Plan Funding:
The City of Taylor shortened their amortization period to increase their annual
employer contributions.

O

Other Considerations:

O

The City of Taylor notes that a portion of their General Government Employees'
Retirement System pension liabilities are attributed to employees within their
enterprise funds, which they could not include as part of the governmental funds
revenues, lowering their ADC/Revenue to 9.9%.

Prospective Changes:

Modern Plan Design:

O

None noted.




Treasury Recommendation
City of Taylor
General Employees Pension Corrective Action Plan (CAP)
Primary Unit 822280

e Plan Funding:
o Due to the condensed amortization schedule, the City of Taylor is contributing
approximately $1,500,000 more a year than in fiscal year 2013-2014.

e Other Considerations:
o None noted.

Plan size: 338 members

e |nactive employees or beneficiaries currently receiving benefits: 261
e |nactive employees entitled to but not yet receiving benefits: 24
e Active employees: 53

Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:

o The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the internal analysis found in the corrective
action plan.

e Reasonable Timeframe:

o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2030).

e Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

The following corrective action plan approval criteria are partially met:

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast. However,
our review indicates all of the local unit’s annual required contribution as a percentage

of general fund operating revenues is 40.8%. This reflects a significant portion of the
local government’s budget



Treasury Recommendation
City of Taylor
General Employees Pension Corrective Action Plan (CAP)
Primary Unit 822280

Supplemental Information: The City of Taylor included an internal analysis showing that they will reach
60% funded in 2030. From 2016 to 2018, the City of Taylor's employer contributions increase by
approximately 12%. Furthermore, Treasury would like to note that the City’s annual required
contributions for pension and the City’s paygo amount for OPEB as a percentage of their governmental
revenues will continue to increase for approximately the next 20 years when combined with the City of
Taylor’s other underfunded pension and OPEB systems. During that time, the required payments are
projected to be 30% to 50% of their current revenue before their required contributions begin to
decrease. While the City did certify that the plan’s changes were affordable, there are concerns about
the scope of the required future benefit payments when reviewed in totality.

wiE 2017 2018 2019 2020 2021 2022 2023
1, Actuarial Present Value of Al Past
and Future Benefits:

- Tudal ] EVAI4 260 5 E2927838 S HLETR,995 § BLTIOA6L § 79371937 % TLITAT § 76,003,108 § 4,081 861 8
2. Funding Value of Assets §° MASLRIY & JIGSGRIE S 4BTIREST 5 WSIRDET §  JOSKLITE S 4LAS0K § 40890081 S 40080749 §
4. Actunrial Present Value of Future :

Emplayee Contributions $ 44,626 S 541,479 § 451,805 % 370,740 3 206,028 § 12465 § 179,260 § 136,181 %

5. Unfunded Present Value of Benefis

(1= (3 - () s aymema s [ERERN . RSVERNTRTN RN oo o COERRNAR 1 o FREREIRIERE o oo PEREERER o o PRGN ot 1 o4 NG

6. Accrued Contributian § AT % 3968766 § 3800976 § 3925358 % 199799 § 3457650 & 1781326 § 3773686 5

7. Rolled re 10/1, Less Aced Cont S 41,328,667 % 39666522 % 30002944 £ IELISEM £ 36302012 % 3MEE015 8 3330TS § JL9TRESY 3§

8. Amortization Perind for Funding 11,194491 10959078 10,70600% 10,433960 10,141507 LH27120 9489154 0125840

9. City's Annual Normal Cost * . . ) X

1@ 1478 s aseses s M amns M s WS s R e N o R MR
K 19753 {7,790 § 34,362 § L681 {69.389) § (16,324) § (1.640) § (6,661} §

Projecied Payridl ] ENELE TN PR TRTE I 251152 § N804 8 TROEHNE 8 LEH LTI 1361351 % 1,099,555 £

Amortization Peried .on 20 1w I8 7 16 15 14

Cash Flow P

Renefit Payments '8 HUERALT - 3 BH13245 8 TR & TAEG29T % TABAEIE 8 TR 3 TALA4 8 T A0 &

Employer Contributiong - § A5MAE 5 3771228 5 1068,766 ¥ 3,890,076 § 35358 5 3927039 § IBETAED § 3,781,326 8

Emplyes Contributions § Thdid 5 1460HR & 125576 § T 5 Lak AL ] FRAH 5 oGR8 SRS &
¥ {2394977); 5 (1,005958) % (2,910,411} § (344,525 § (3,100,334) 3 (3,273,560) % (3396,627) § (3,510,151} %

Funded Rafip 49.5% 49.7% 50.2% 51.5% 51.9% 5).5% 54.0%
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City of Taylor
General Employees Pension Corrective Action Plan (CAP)
Primary Unit 822280
204 anis 202 2027 2018 e - wm

1. Actuarial Present Value of Al Past
and Fuiure Benefits:

- Taoial TLOBER, 121 % 69 T7IB312 3§ 67,321,528 % e 81285 § 62,226,953 % 59,509,124 % 56,986,044

2, Funding Value of Assets I IEN0E 5 38,531,28% % AT he0ET % M 1TREM 5 ISBIPEST K ISATHIR - 8 FLATL A4

4, Actuirial Présent Value of Fuinre
Emplayee Contributions 102,715 3 75066 % SAETE ® 38941 % 6252 8 15533 § 8,112

5. Unfunded Present Value of Benefis

- (3)- 1) BP0 YOO 1§ ORI TR o ORI e PRI s s 22,005,000

6. Accrued Contribution LI6T02 % 3TELI4D % 3,759.T14 3 7RIS 8 3,758,045 § 3757457 § 3,757,046
7. Rolled te 10/1, Less Aced Cont 0,571,360 % 19082500 % 1T AT 006§ 25,795,522 3 23968650 § 22006156 % 19,897,192

8. Amortization Period for Funding 8735278 B.315424 T.RE40B1 TATRBET 6RTTI0Y 6,206600 5603846

9. City's Anmual Normsld Cost *

{71 (8) x L.475 | SETERTUNNS - FRTTECTENN  REPRIEEEY o GRCTRWLEE RIENUDNNS - TRCEETT 3,756,615
5 i H

{4,785) 266 € (999 (731} 5 {47) [T 31
Frojected Payroll Bt 8 L1358 S16A5F 8 ELLE L AntHE 8 IWHETT 8 o aEn
Amortization Perisd 13 iz 1 10 9 B ' 7
Cash Flow
Benelit Payments 7373378 S i e ARG % FAEEAEE § TATETE 4 TAIAIEY & [, B2 70040
Employer Coatributions 3,773,686 S 3,767,025 § 1,762,240 § 3,750.774 % 3,758,775 § 1,758,045 - § 3,787,407
Emplovee Contributions 4407 & 30§ 154K & [ENH- 15045 § 11844 % B
{1.557,620) § (3,501,496) § AL561.971) § (1,505,517 § (3AD1,956) § (3,263,365} § (3,60,812)
Funded Ratip S4.78, 55,394, 55005 56.7% STE% S0 60.7%

The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation
City of Taylor

Police and Fire Retirement System Pension Corrective Action Plan (CAP)
Primary Unit 822280

Name of
Systems

Type of
System

Assets

Liabilities

Funded
Ratio

ADC

Revenues

ADC/Revenue

CAP
required?

General
Government
Employees'

Pension

$38,698,098

$83,051,749

46.6%

$3,530,436

Yes

Retirement

System

Police and

Fire

Retirement

System

13.49
$65,615,183 %

Pension | $122,481,035 | $226,318,289 | 54.1% | $5,190,370 Yes

23rd District

Court -
MERS

Pension | $2,793,808 | $3,841,638 72.7% $42,463 No

Healthcare

OPEB S0 $333,124,138 | 0.0% | $17,992,359 27.4% Yes

Total

$163,972,941 | $646,335,814 $26,755,628 | $65,615,183 40.8%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the Police and Fire Retirement System pension corrective action
plan submitted by City of Taylor, which was received by the Municipal Stability Board (the Board) on
January 16, 2019. If approved by the Board, Treasury and the Board will continue to monitor them for
compliance per Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
o None noted.

e Plan Funding:
o None noted.

e Other Considerations:
o The City of Taylor included an updated actuarial valuation for June 30, 2018 that shows
their pension is 65.6% funded.

Prospective Changes:

e Modern Plan Design:
o None noted.

e Plan Funding:
o None noted.

e QOther Considerations:




Treasury Recommendation
City of Taylor
Police and Fire Retirement System Pension Corrective Action Plan (CAP)
Primary Unit 822280

o The City of Taylor included their 2018 Annual System Retirement Report which confirms
that their Police and Fire Pension system is 65.6%

Plan size: 340 members

e Inactive employees or beneficiaries currently receiving benefits: 221
e Inactive employees entitled to but not yet receiving benefits: 10
e Active employees: 109

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:
o The local government has demonstrated through supporting documentation that is has
already reached the PA 202 established funding level of 60% funded.

e Reasonable Timeframe:
o The corrective action plan demonstrates through supporting documentation that it has
already reached the PA 202 established funding level of 60%.

e Legal and Feasible:
o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

The following corrective action plan approval criteria are partially met:

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast. However,
our review indicates all of the local unit’s annual required contribution as a percentage
of general fund operating revenues is 40.8%. This reflects a significant portion of the
local government’s budget

Supplemental Information: The City of Taylor included their updated valuation showing they are 65.6%
funded. As demonstrated in the actuarial projection below, the annual employer contributions for the
Police and Fire system increase by approximately 128% from 2018 to 2038. Furthermore, Treasury
would like to note that the City’s annual required contributions for pension and the City’s paygo amount
for OPEB as a percentage of their governmental revenues will continue to increase for approximately
the next 20 years when combined with the City of Taylor’s other underfunded pension and OPEB



Treasury Recommendation
City of Taylor
Police and Fire Retirement System Pension Corrective Action Plan (CAP)
Primary Unit 822280

systems. During that time, the required payments are projected to be 30% to 50% of their current
revenue before their required contributions begin to decrease. While the City did certify that the plan’s
changes were affordable, there are concerns about the scope of the required future benefit payments
when reviewed in totality.

Net Pension Liability

The components of the net pension liability at June 30, 2018 were as follows:

Total pension liability $196,435,405
Plan fiduciary net position 128,945,416
City’s net pension liability 67,489,989
Plan fiduciary net position as a percentage of the total pension liability 65.64%
Covered payroll $8.898,318
City’s net pension liability as a percentage of covered payroll 758.5%
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Primary Unit 822280

Table 1
Projection of Tetal Contributions*
Assuming 21 Year Closed Amortization of UAAL

Projected 21 Year Projected
Year Beg.  Projected Entry  Funding Value Closed Employer Employer Employee Total

M Age AAL of Assets UAAL Amortization  Normal Cost_ Contribution  Contribution _ Contributions
2018 £189,890,204 $123,671,293 £66,218,911 $4,477,120 82,099,288 $6,576,408 $745,670 £7,322,078
2019 193,484,813 132,103,550 61,381,263 4,289,878 1,982,508 6,272,386 713,113 6,085,409
2020 196,440,149 134,354,582 62,085,567 4,496,085 1,641,554 6,137,639 610,761 6,748,400
2021 198,073,390 135,398,623 62,674,767 4,715,539 1,440,967 6,156,506 546,744 6,703,250
2022 198,990,641 135,875,827 63,114,814 4,948,369 1,250,752 6,199,121 486,706 6,685,827
2023 199,073,770 135,685,676 63,388,004 5,196,262 1,040,472 6,236,734 420,349 6,657,083
2024 198,220,377 134,750,695 63,469,682 5,460,808 785,025 6,245,833 338,368 6,584,201
2025 196,395,327 133,070,210 63,325,117 5,743,322 608,680 6,352,002 281,154 6,633,156
2026 193,880,604 130,964,588 62,916,016 6,045,345 531,551 6,576,896 256,992 6,833,888
2027 191,038,115 128,839,133 62,198,982 6,368,659 483,121 6,851,780 243,548 7,005,328
2028 187,978,626 126,848,042 61,129,684 6,715,876 448,084 7,163,960 234,840 7,398,800
2029 184,751,597 125,092,717 59,658,880 7,090,380 443,895 7,534,284 236,538 7,770,822
2030 181,496,781 123,768,543 57,728,238 7,496,300 460,368 7,956,668 245,716 8,202,384
2031 178,256,957 122,982,606 55,274,351 7,039,542 480,259 8,419,801 256,332 8,676,133
2032 175,115,969 122,896,875 52,219,004 8,427,680 500,794 8,928,474 267,294 9,195,768
2033 172,096,133 123,622,700 48,473,433 8,972,191 522,392 9,494,583 278,822 9,773,405
2034 169,219,934 125,290,031 43,929,903 9,590,908 545,259 10,136,167 291,036 10,427,203
2035 166,513,120 128,058,751 38,454,369 10,314,137 569,188 10,883,325 303,806 11,187,131
2036 163,989,596 132,118,163 31,871,833 11,201,210 588,504 11,789,714 314,204 12,103,918
2037 161,585,308 137,649,706 23,935,602 12,398,799 575,504 12,974,303 308,497 13,282,200
2038 159,086,277 144,854,493 14,231,784 14,486,548 514,828 15,001,376 276,098 15,277,474
2039 156,339,116 154,629,158 1,709,938 1,740,568 462,327 2,202,895 248,258 2,451,153
2040 153,231,474 151,689,513 1,541,961 1,569,564 346,385 1,916,149 187,779 2,103,928
2041 149,567,991 147,976,722 1,591,269 1,619,754 248,434 1,868,188 135,366 2,003,354
2042 145,444,729 143,805,238 1,639,491 1.668,840 174,558 1,843,398 93,996 1,939,394

The Community Engagement and Finance Division (CEFD) contact:

e None noted.



Treasury Recommendation

City of Taylor

OPEB Corrective Action Plan (CAP)
Primary Unit 822280

Name of
Systems

Type of
System

Assets

Liabilities

Funded
Ratio

ADC

Revenues

ADC/Revenue

CAP
required?

General
Government
Employees'
Retirement
System

Pension

$38,698,098

$83,051,749

46.6%

$3,530,436

Police and
Fire
Retirement
System

Pension

$122,481,035

$226,318,289

54.1%

$5,190,370

23rd District
Court -
MERS

Pension

$2,793,808

$3,841,638

72.7%

$42,463

Healthcare

OPEB

S0

$333,124,138

0.0%

$17,992,359

$65,615,183

13.4%

Yes

Yes

No

27.4%

Yes

Total

$163,972,941

$646,335,814

$26,755,628

$65,615,183

40.8%

Staff Recommendation: Approval of the OPEB corrective action plan submitted by City of Taylor, which

was received by the Municipal Stability Board (the Board) on January 16, 2019. If approved by the Board,

Source: Retirement Report 2017, Audited Financial Statements

Treasury and the Board will continue to monitor them for compliance per Public Act 202 of 2017 and
implementation of their corrective action plan.

Changes Made:

Modern Plan Design:

O

O

In 2011, the City established a Healthcare Cost Containment Committee with

representatives from the City and unions.

In 2012, the City moved active and pre-65 retirees to a high deductible/fully insured
plan with the deductible covered by the City's Health Reimbursement Account (HRA).
In 2013, the City moved Medicare eligible retirees, based on collective bargaining

agreements language and case law at the time, to a Medicare Advantage Plan with Blue

Cross/Blue Shield or HAP.
In prior years, the City made additional benefit changes such as:
= Migrating active employees to a 10/20/40 prescription plan with 6 of the City's 9
bargaining groups.

= Adding Blue Care Network provider as a lower cost option to employees and the

City.

= The City negotiated carrier changes for dental and vision benefits with
equivalent coverages.
= |mplementing 20% healthcare cost share for all active employees and related
increases in accordance with Public Act 152 of 2011.

The City negotiated a 20% retiree cost share for general employees hired subsequent to

2011.




Treasury Recommendation
City of Taylor
OPEB Corrective Action Plan (CAP)
Primary Unit 822280

o The City switched to a MERS Health Care Savings Program program for Police
department employees hired subsequent to 2011 and fire department employees hired
subsequent to 2016.

e Plan Funding:
o None noted.

e Other Considerations:
o None noted.

Prospective Changes:

e Modern Plan Design:
o Beginning 7/1/2019 the City is moving all eligible retirees to a Humana Medicare
Advantage plan.
o The City is moving to a self-funded prescription drug plan for retirees who are Medicare
eligible.

e Plan Funding:

o  The City will establish a qualified OPEB trust to receive, invest and accumulate assets
for OPEB costs by June 30, 2019.

o The City will contribute at least $3,000,000, in addition to the pay-go, to assist with
initial funding of the trust on or before June 30, 2019.

o From fiscal year 2020 to fiscal year 2039, the City will pay an additional $255,000 per
year above the annual required contribution.

o Infiscal year 2040, the City plans on contributing $7,000,000 in addition to required
contributions.

e Other Considerations:
o None noted.

Plan size: 647 members

e Inactive employees or beneficiaries currently receiving benefits: 436
e Inactive employees entitled to but not yet receiving benefits: 25
e Active employees: 186
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Corrective Action Plan Criteria:
The following corrective action plan approval criteria are met:

e Underfunded Status:
o The corrective action plan demonstrates it will reach the PA 202 established funding

level of 40% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:
o The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 40% within a reasonable timeframe (2047).

e Legal and Feasible:

o Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

The following corrective action plan approval criteria are partially met:

o Affordable:

o The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast. However,
our review indicates all of the local unit’s annual required contribution as a percentage
of general fund operating revenues is 40.8%. This reflects a significant portion of the
local government’s budget

Supplemental Information: The City of Taylor included an actuarial proposed funding policy projection
that shows them reaching 40% funded in 2047. This is based on updated liabilities that are reduced by
nearly $100 million from the liabilities reported for fiscal year 2017. From 2018 to 2033, the City of
Taylor’s employer contribution increases by approximately 100%, which does not take into account the
additional payments the City of Taylor plans on making to reach 40% funded status. Furthermore,
Treasury would like to note that the City’s annual required contributions for pension and the City’s
paygo amount for OPEB as a percentage of their governmental revenues will continue to increase for
approximately the next 20 years when combined with the City of Taylor’s underfunded pensions. During
that time, the required payments are projected to be 30% to 50% of their current revenue before their
required contributions begin to decrease. While the City did certify that the plan’s changes were
affordable, there are concerns about the scope of the required future benefit payments when reviewed
in totality.



The Community Engagement and Finance Division (CEFD) contact:

Treasury Recommendation
City of Taylor

OPEB Corrective Action Plan (CAP)

Primary Unit 822280

City of Taylor Other Postemployment Benefits
Proposed Funding Policy Projection

Projected Retiree Health Trust Revenue and Expense

(Paid fram

Trust Assets)
Asset Value City Extra City Benefit Mew Entrant Asset Value Fumnded
Fiscal Year BOY Contribution  Contribution Payments Normal Cost  Interest EQY AALEQY Percent
{a) (b) le) (d) (e) 4] (&) (hj (g)/(h}
712017 - 630/ 2008 4 739,505,651 0.0%
7/1/2018 - 6/30/2019 | % - &7751,586 53,000,000  5(7,645,088)  $(106,498) 4 54300 5 3,064,300 243,571,945 1.3%
7/1/2018 - 6/30/2020 3,054,300 8,742,414 255,000 (8,389,421) (352,993) 115,181 3,424,481 | 247,036,706 L#%
7/1/2020 - 6/30,2021 3424481 9,562,459 255,000 (9,100,858 [461,591) 128,582 3,808,063 | 243,724,587 1.5%
7/1/2021 - /30,2022 3,808,063 10,303,793 255,000 (9,726,518 {577,275 142,467 4,205,530 | 251,721,938 17%
7/1/2002 - /30,2023 4,205,530 11,055,256 255,000  (10,359,276) (655,580 156,856 4,617,386 | 253,024,445 LE%
71/ 2023 - 6/30/2024 4,617,386 11,792,730 255,000 (10,996,084} {796, 645) 171,765 5,044,151 | 253,570,742 2.0%
7/1/2024 - 6/30,/2025 5,044,151 12,561,254 255,000 (11,685,287} [875,567) 187,214 5,486,365 | 253,279,180 2.2%
7/1/2025 - 6/30,/2026 5,486,365 13,298,924 255,000 (12,348,984 (943,940) 203,222 5,944,586 | 252,087,965 2,4%
7/1/2026- 6/30/2027 5,944,586 13,877,015 255,000 (12,851,470)  (1,015,545) 219,810 5,419,396 | 250,146,506 2.6%
7/1/2027 - 630/ 2028 6,419,396 14,240,583 255,000 (13,289,729 (1,070,784) 236,998 6,911,384 | 247,608,197 2.8%
7/1/2028 - 6/30/2029 6,911,394 14,718,430 255,000 (13,588,732} (1,129,698) 254,808 7,421,202 | 244,565,265 3.0%
7/1/2029 - 6/30/2030 7,421,202 14,981,634 255,000 (13,734,675)  (1,186,959) 273,263 7,549,465 [ 241,171,959 13%
7/1/2030 - 6/20/2031 7,949,465 15,195,529 255,000 (13,950,057)  (1,245,472) 292,386 8,495,851 237,342,854 3.6%
7/1/2031 - 63042032 8,496,851 15,433,899 255,000  (14,135713)  (1,298,186) 312,201 9,084,052 [ 233,231,387 1.9
7/1/2032 - 6/30/2033 9,064,052 15,615,104 255,000  (14,276955)  (1,338,148) 332,734 9,651,786 | 228,540,333 4.2%
7/1/2033 - 6/30/2034 9,651,786 15,504,813 255,000 (14,223,099)  (1,371,714) 354,010 10,260,797| 224,357,251 4,5%
T1/2034- 6/30/2035 10,260,737 15,578,893 255,000  (14,173,708]  (1,405,185) 376,056 10,891,853 219,780,638 5.0%
L2035 6/30/2036 | 10,891,883 15,420,480 255,000 (13,983,085) (1,437,374) 338,501 11,545,753 215234912 5.4%
7/1/2035- 6/30/2037| 11,545,753 15,199,000 255,000  (13,726,954)  (1,472,046) 422,572 12,23,325| 210,812,124 5.8%
/12037 - 6/30/2038| 12,233,335 15,088,738 255,000 (13,580,001  (1,508,737) 447,100 12,425,425| 206,359,956 6.3%
7/1/2038- §/30/2035 | 12,925,435 15,001,939 255,000 (13,461,058}  (1,540,880) 472,516 13,652,941| 201,893,141 6.8%
7/1/2039- 6/30/2040 | 13,552,941 12,755,000 7,000,000 (13,147,953}  (1,573,773) 576,289 18,762,505] 197,611,268 9.5%
7/1/2040- £/30/2041 | 18,762,505 12,255,000 7,000,000  (12,836,874)  (1,606,835) 765,382 24,289,178| 193,471,748  12.6%
7/1/2041- 6/30/2042 | 24,289,178 12,355,000 7,000,000 (12,629,467)  (1,539,083) 369,523 30,245,151| 189,475,592  16.0%
7/1/2042 - 6/30/2043 | 30,245,151 12,255,000 7,000,000  (12,263,248)  (1,671,691) 1,191,168 35,756,480 | 185,740,845  19.8%
7/1/2043 - 6/30/2044 | 36,756,480 12,255,000 7,000,000  (11,816112)  (1,704,589) 1,434,375 43,925,155| 182,359,242  24.1%
7/1/2044 - 6/30/2045 | 43,925,155 12,255,000 7,000,000  (11,308,354)  (1,738,002) 1,702,467 51,836,276 179,384,301  28.9%
7/1/2045 - 6/30/2046 | 51,836,276 12,255,000 7,000,000  (10,801,674)  (1,773,220) 1,997,383 60,513,765 | 176,852,357  34.2%
7/1/2046 - 6/30/2047 | 60,513,765 12,137,472 7,000,000  (10,328,349)  (1,809,123) 2,317,298 65,831,063| 174746479  40.0%
7/1/2047 - 6/30/2048 | 63,831,063 11,817,020 7,000,000 (9,972,083)  (1,844,932) 2,654,584 79,485,648 | 172,942,306  46.0%

There may be cases where the schedule does not add due to rounding.

None noted.
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Name of Type of Assets Liabilities Funded ADC Revenues ADC/ CAP
Systems System Ratio Revenue |required?
WCAA ERS Pension [$110,277,974 | $161,200,880 | 68.4% | $6,924,296 1.5% No
WCAA Health

and Welfare OPEB | $45,131,814 |$130,697,085 | 34.5% |$7,443,898 >458,318,405 1.6% Yes
Benefit Plan

Total $155,409,788 | $291,897,965 $14,368,194 |$458,318,405 | 3.1%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Wayne County

Airport Authority, which was received by the Municipal Stability Board (the Board) on January 16th,
2019. If approved by the Board, Treasury and the Board will continue to monitor them for compliance
per Public Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
0 None listed

e Plan Funding:
O None listed

e Other Considerations:
0 None listed

Prospective Changes:

e Modern Plan Design:
0 None listed

e Plan Funding:
0 None listed

e Other Considerations:

0 The Wayne County Airport Authority will continue to make contributions to the Wayne

County Airport Authority Retirement Health Benefit System (System) which meet or

exceed annual recommended contributions as reported in the System’s actuarial

valuation. In addition, it is noted that the System valuation prepared as of

September 30, 2017 shows that the funded ratio has improved to 46.3%.
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Plan Size: 678 members

e Inactive employees or beneficiaries currently receiving benefits: 236
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 442

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:
0 The corrective action plan demonstrates it will reach the PA 202 established funding
level of 40% funded as demonstrated by the actuarial valuation found in the corrective
action plan.

e Reasonable Timeframe:
0 The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 40% within a reasonable timeframe (2017).

e legal and Feasible:
0 Insection 7 of the corrective action plan template, the local unit confirms that the plan
is legal and feasible because the plan follows all applicable laws, the actions listed are
feasible, and the plan is approved by the governing body.

e Affordable:

0 The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the retiree
premium payment, as well as the normal cost payment for all new hires (if applicable)
according to the long-term budget forecast.

Supplemental Information: Wayne County Airport Authority included a 9-year history of annual
contributions, comprised of premiums for current retirees plus prefunding payments.
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Attachment B:
Wayne County Airport Authority
Scheudle of OPEB Funding Progress
Through September 30, 2017
2008 2009 010 011 201 03 015 016 017
Annual required contribution 4454663 5318912 491450 5,571,393 553,171 7348116 7104431 7,294,964 744389
Interest on prior year's net OPES obligation{asset) - 38593 (80413} [153,748) (141,679 (259613) 265,438) (267837 {2s,110)
Adjustment to the annual required contribution - - (20.363) 64,306 122,951 207611 200,064 01872 826
Annil OPEB cost 4454663 5,357,505 4803607 5481951 551468 106,114 7038057 712899 147504
Amounts contributed:
Peyment of cument premiums {872,254 {3,3450m) 03 (1,828,5%4) 2,247,5%) (3,568928) (2,854,065 (3,501,802) [6,651420)
Advance unding (3,100.000) {3,500,000) {3,500,00) (3,500,000) [4373) {3.800,000) (4214976} 14,238726) [2693336)
Inerease/{decrease}in net OPEB obligation 182409 (1487572) 916,680) 153,357 [1,476,672) [7284) (19.884) (511,529) 1907,161)
OPEB obligationy{assef) - beginning of year - 4240 1,005,163) 1,321,843) (1,766,486) {3,245,160) (3,317,94) {3,347,9%8) (3859,487)
OPEB obiigation/{asset) - endof year 482409 11,005,163) 11921,883) 1,768, 486) (3,145,160 (3317,9%) 3,347,958) (3,859.487) {5,766,648)

Source: Controller's Office audit work-paper for fiscal year ended September 30, 2

Wayne County Airport Authority also included a September 30, 2017 actuarial valuation report
prepared by GRS, which shows a funded ratio of 46.3% as of September 30, 2017.

Liabilities and Assets — As of September 30, 2017

1. Present Value of Future Benefit Payments

2. Actuarial Accrued Liability

3. Plan Assets

4. Unfunded Actuarial Accrued Liability (2) = (3)
5. Funded Ratio (3)/(2)

$125,908,879

115,729,202

53,539,546

62,189,656
46.3%

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.
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West Iron County Sewer Authority
Pension Corrective Action Plan (CAP)
Primary Unit 367501

Name of Type of | Assets Liabilities Funded | ADC Revenues | ADC/Revenue | CAP
Systems System Ratio required?
MERS Pension | 554,999 | 1,155,854 48.0% 50,328 806,159 6.2% Yes

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by West Iron County
Sewer Authority, which was received by the Municipal Stability Board (the Board) on January 16, 2019. If
approved by the Board, Treasury and the Board will continue to monitor them for compliance per Public

Act 202 of 2017 and implementation of their corrective action plan.

Changes Made:

e Modern Plan Design:
0 The 2.50% multiplier plan was closed to new hires in 2012 and a hybrid plan (1.25%
multiplier) was opened in order to reduce the liability.
0 Atthattime, the early retirement benefit was also eliminated.

e Plan Funding:

0 Starting in March 2018, West Iron County Sewer Authority committed an additional
$500 per month to be used in a Surplus Division account to reduce the unfunded
liability. A copy of their general ledger account was provided detailing such additional
contributions were made through November 2018.

e Other Considerations:

0 The CAP documentation includes the Municipality Funding Level Calculator that
indicates a funded level of 48% on December 31, 2018, after reflecting the $5,000 in
expected additional payments for 2018. Note that these projections do not take into
account the actual returns for the year ended December 31, 2018.

Prospective Changes:

e Modern Plan Design:
0 None noted.

e Plan Funding:
0 Board minutes were provided indicating West Iron County Sewer Authority intends to
contribute the additional $500 per month indefinitely.

e Other Considerations:
0 West Iron County Sewer Authority is using all of MERS best practices: limited Final
Average Compensation, Fixed Amortization Period, Regular Actuarial Experience
Studies, and benefit increase policy.




Treasury Recommendation
West Iron County Sewer Authority
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Plan Size: 8 members

e Inactive employees or beneficiaries currently receiving benefits: 4
e Inactive employees entitled to but not yet receiving benefits: 1
e Active employees: 3

Corrective Action Plan Criteria:

The following corrective action plan approval criteria are met:

e Underfunded Status:
0 The corrective action plan demonstrates it will reach the PA 202 established funding
level of 60% funded as demonstrated by the actuarial projection found in the corrective
action plan.

e Reasonable Timeframe:
0 The corrective action plan demonstrates the local unit reaches the PA 202 established
funding level of 60% within a reasonable timeframe (2028).

o Affordable:
0 The local unit confirms in section 5 of the corrective action plan template that the
corrective actions listed will allow for the local unit to make, at a minimum, the annual
required contribution payment according to the long-term budget forecast.

e Legal and Feasible:
0 The local unit did not confirm in Section 7 of the corrective action plan template that its
corrective action plan was legal and feasible, however, it was approved by the governing
body and appears to be legal and feasible.

Supplemental Information: West Iron County Sewer Authority included the following projection,
indicating 60% funding is expected by 12/31/2028. In subsequent years, the funding ratio is projected to
gradually improve, attaining 100% in 2040.
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:@ MEI{S December 11, 2015
'mmmmuunuyum‘ S sl

Estimated Projected Employer Contributions and Funded Ratios

R e

1,226,521 $65,604
2018 2020 1,247,484 $63,216 46,000 $69,216
2019 2021 1,266,927 568,804 | 46% $68,124 | 1,266,927 $66,660 $6,000 472,660
2020 2022 1,282,965 606,643 | 47% 40% $67,452 46,000 £73,452
2024 2023 1,296,194 624,628 |  48% 5% 468,412 6,000 §74,412
2022 024 1,306,834 637,566 49% 51% §70,020 $6,000 $76,020
2023 2025 1,315,268 649,603 49% 52% $71,700 $5,000 $77,700
2024 2026 1.321,670 662,102 50% 53% $73,488 $6,000 479,485
2025 2027 1,328,788 617,732 55% $75420 46,000 $81,420
2026 2028 1,338,038 698,357 55% 377,349 $6,000 $83,340
2037 2029 1,347,780 722,657 58% $79,344 50 $79,344
2028 2030 1,356,738 749,607 60% 482,032 $0 482,02
2028 2031 1,362,816 737,662 62% 484,948 0 $84,948
2030 203z 1,365,920 BO7,083 4% $88,080 0 488,080
031 2033 1,369,272 B41,309 6% $91,320 40 $91,520
2032 2034 1,375,314 283,350 r. 58% $94,632 $0 494,692
2073 2035 1,304,893 934,608 oy, £ ; i 71% 598,148 0 498,148
2034 2036 1,398,898 : b 5% $101,748 0 $101,748
ms 2037 1,418,262 $114,720 1,418,262 1,111,681 | 78% $105,992 $u $105,492
2035 2038 1,443,936 $118,920 1,443,936 1,193,642 3% £109,344 0 $109,344
037 privi} 1,476,889 123,300 1,476,889 1,290,253 87% $113,376 $0 $113,376
2038 2040 1,517,320 $76,496 151731 1,402,380 2% $25,800 $0 $25,600
2039 041 1,565,562 427,360 1,565,962 1,531,506 ban $26,640 30 $26,640
2040 2042 i} 0 1,624,331 1,632,301 160% | 7,552 0 $27,552
Notes: The phase-in was included for )

The amortization schedule g s the sorme as the bosefine. & description of the smartization policy can be found on page 24af the anaual wivation appendbe:

htto//www.mersofmich Resaurces/AAV-Appendin/MERS-2017Aan a4 Noluati di.pdf

The assumed future annval sy urn & 7.75%.

The Community Engagement and Finance Division (CEFD) Contact:

e None noted.



MUNICIPAL STABILITY BOARD
RESOLUTION 2019-5

PUBLIC ACT 202 OF 2017
CORRECTIVE ACTION PLAN NONCOMPLIANCE

WHEREAS, the Michigan legislature passed the Protecting Local Government Retirement and
Benefits Act, MCL 38.2801 et. seq. (the “Act”), creating the Municipal Stability Board (the “Board”) for
the purpose of reviewing and approving corrective action plans submitted by municipalities addressing
the underfunded status of their municipal retirement systems (the “Corrective Action Plan”);

WHEREAS, the Michigan Department of Treasury (“Treasury”) provides administrative services
to the Board;

WHEREAS, the local units of government listed on Exhibit A were notified by Treasury of their
underfunded status pursuant to MCL 38.2805 (the “Municipalities”);

WHEREAS, MCL 38.2810 requires the Municipalities to submit a Corrective Action Plan within
180 days from the date underfunded status was determined; and

WHEREAS, the Municipalities failed to submit their Corrective Action Plans to the Board by the
180 day deadline.

NOW THEREFORE, BE IT RESOLVED, the Board finds the Municipalities to be in
noncompliance with the Act; and

BE IT FURTHER RESOLVED, the Board directs the Municipalities to immediately submit
their respective Corrective Action Plans to the Board.

Ayes:

Nays:

Recused:

Lansing, Michigan
February 20, 2019
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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

Resolution 2019-5 Exhibit A

DATE: February 20, 2019
TO: The Municipal Stability Board (the Board)
FROM: Community Engagement and Finance Division, Department of Treasury

SUBJECT: Delinquent Corrective Action Plan(s)

Suggested Action: The Board motions to notify the following local unit(s) that they are in
noncompliance with Public Act 202 of 2017 (the Act) for failure to submit a corrective action
plan(s) to the Board within 180 days after the determination of underfunded status:

I. Ontonagon County Road Commission
a. OPEB

Corrective Action Plan Noncompliance: Per Section 10(6) of 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 |5 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.”

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury
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