Municipal Stability Board
REGULAR MEETING

Wednesday, September 18, 2019 at 10:00 a.m.
Austin Building
State Treasurer’'s Boardroom
430 W. Allegan Street
Lansing, M| 48922

I.  Call to Order
A. Roll Call
B. Approval of August 21, 2019 Minutes

l. Public Comment

A. 2-minute limit

1l. Correspondence

A. Treasury Update
IV. Old Business
A. Approval of South Haven Area Emergency Services Authority (Resolution 2019-24)
B. Adoption of Monitoring Procedures (Resolution 2019-25)
i. Corrective Action Plan Monitoring Public Comment Memo

V. New Business

A. Receipt of Corrective Action Plans
i. Capital Area Transportation Authority
ii. Copper Country Mental Health Services Board
iii. Grosse lle Township
iv. City of Harper Woods
v. City of Riverview
vi. St. Clair River Sewer and Water Authority
B. Approvals and Disapprovals of Corrective Action Plans (Resolution 2019-26)

i. Alpena County Road Commission



ii. Blackman Charter Township
ii. City of Highland Park (3 systems)
iv. losco County Road Commission
v. Martha T. Berry Medical Care Facility (2 systems)

vi. Monroe Community Mental Health Authority

vii. Shiawassee Council on Aging

viii. Village of Capac

C. Public Act 202 of 2017 Corrective Action Plan Noncompliance (Resolution 2019-27)

VI. Public Comment

A. 2-minute limit

VILI. Board Comment

VIII. Adjournment



Municipal Stability Board Minutes

Wednesday, August 21, 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 10:04 a.m.

ROLL CALL

Members Present: Three
Eric Scorsone

Barry Howard

John Lamerato

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

APPROVAL OF MINUTES

A motion was made to approve the July 17, 2019 board meeting minutes by John
Lamerato and supported by Barry Howard and Eric Scorsone. The Board unanimously
approved the July 17, 2019 meeting minutes. 3 ayes, and 0 nays.

PUBLIC COMMENT

Nick Brousseau reviewed emails sent to the Board from the Kalkaska County Road
Commission and Marcia Robovitsky, a resident of Bloomfield Charter Township.

Following the review of the emails submitted during public comment, Barry Howard

asked to clarify that Bloomfield Charter Township presented multiple alternatives to the
special assessment district to the Board at the May 2019 regular Board meeting.

CORRESPONDENCE

Nick Brousseau presented the Board with Treasury updates.

Nick Brousseau reviewed the Failure to Resubmit memo. It was indicated that Alpena
County Road Commission, which was listed on the memo for failure to submit a revised
Corrective Action Plan, had submitted a plan after the Board packet had been
distributed. Therefore, Treasury would not be administratively placing the Road
Commission into noncompliance.



OLD BUSINESS

CORRECTIVE ACTION PLAN MONITORING UPDATE

Nick Brousseau provided the Board with a review of the Corrective Action Plan
Monitoring Update memo.

It was requested that the public comment period on the Corrective Action Plan
Monitoring Process be extended for 30 days and reported back at the next Board
meeting. A motion was made to extend the public comment period by Barry Howard and
supported by John Lamerato and Eric Scorsone. The Board unanimously approved
extending the public comment period. 3 ayes, 0 nays.

NEW BUSINESS

CORRECTIVE ACTION PLAN REMOVAL PROCESS (RESOLUTION 2019-20)

Nick Brousseau provided the Board with a review of the Corrective Action Plan Removal
Process. John Lamerato questioned how the criteria of a local government being 5%
above the PA 202 minimum funding ratio was determined. Mr. Brousseau clarified that
the additional 5% was only used as a criteria for the Board to administratively remove
the local government from the Corrective Action Plan process. Local governments may
request to be removed any time after they no longer trigger as underfunded on the
annual retirement report. Eric Scorsone questioned why the document stated that the
Board may vote to remove a local government instead of shall. Mr. Brousseau clarified
that it was stated that way to provide the Board flexibility within the removal process.

A motion was made to approve the resolution by Barry Howard and supported by John

Lamerato and Eric Scorsone. The Board unanimously approved Resolution 2019-20. 3
ayes, and 0 nays.

TREASURY RECEIPT OF CORRECTIVE ACTION PLANS (RESOLUTION 2019-21)

Nick Brousseau provided the Board with a review of the Treasury Receipt of Corrective
Action Plans (Resolution 2019-21). Barry Howard sought clarification that this resolution
remained consistent with the Board’s bylaws to meet at least once per quarter. Mr.
Brousseau confirmed that Mr. Howard’s assertion was correct.

A motion was made to approve the resolution by Barry Howard and supported by John
Lamerato and Eric Scorsone. The Board unanimously approved Resolution 2019-21. 3
ayes, and 0 nays.

RECEIPT OF 8 LOCAL GOVERNMENTS’ CORRECTIVE ACTION PLANS (11
SYSTEMS)




Nick Brousseau provided the Board with the following 8 local governments’ Corrective
Action Plans (11 systems):

e Alpena County Road Commission

e Blackman Charter Township

e Village of Capac

e City of Highland Park (3 systems)

e |osco County Road Commission

e Martha T. Berry Medical Care Facility (2 systems)
e Monroe Community Mental Health Authority

e Shiawassee Council on Aging

Nick Brousseau noted that the plan for the Alpena County Road Commission was
received after the Board packet was distributed and therefore suggested that a motion
be made to amend the received plans to include it.

A motion was made to amend the receipt memo to include the OPEB Corrective Action
Plan from the Alpena County Road Commission by John Lamerato and supported by
Barry Howard and Eric Scorsone. The Board unanimously approved the motion to
amend the receipt memo to include the Alpena County Road Commission’s OPEB
Corrective Action Plan. 3 ayes, and 0 nays.

A motion was made to receive the Corrective Action Plans as amended by Barry
Howard and supported by John Lamerato and Eric Scorsone. The Board unanimously
received the Corrective Action Plans as amended. 3 ayes, and 0 nays.

APPROVALS AND DISAPPROVALS OF CORRECTIVE ACTION PLANS FROM 8
LOCAL GOVERNMENTS (10 SYSTEMS) (RESOLUTION 2019-22)

Nick Brousseau was asked to review the Treasury recommendations for approval or
disapproval of the Corrective Action Plans (Resolution 2019-22) with the Board.

Mr. Brousseau noted a couple items that he wanted to make the Board aware of. The
Cadillac City Housing Commission plan was received during the prior meeting,
however, upon review, the plan submitted had already been reviewed and approved, so
the housing commission was not included in Appendix A. Secondly, Antrim County
Road Commission had electronically submitted two plans prior to the previous Board
meeting, which due to an administrative error, were not received. Subsequently, the two
plans were reviewed, and recommendations were provided on this month’s Appendix A.
Finally, Harrison Charter Township provided three Corrective Action Plans, but upon
review, the two submitted OPEB plans were for one OPEB system.

Mr. Brousseau highlighted the local governments that Treasury felt did not meet the
Board’s criteria. Mr. Brousseau addressed Kalkaska County Road Commission, and the
reasons for Treasury’s recommendation for disapproval. Dan Horn from Treasury
provided additional clarification regarding the Corrective Action Plan recommendation
from Treasury to the Board. Mr. Brousseau also addressed the South Haven Area
Emergency Services Authority (SHAES) reasons for disapproval with the Board. The
Board asked Treasury to provide additional information about qualified health care-



trusts and restricted funds as it related to OPEB assets. Mr. Brousseau and Mr. Horn
agreed to gather additional information and report back to the Board. The Board
requested that Treasury contact SHAES to discuss their Corrective Action Plan
submission, and questions from the Board. The Board further discussed the plan
submitted by Kalkaska County Road Commission.

Mr. Brousseau also discussed the Corrective Action Plans of Harrison Charter
Township.

A motion was made to remove the Kalkaska County Road Commission from Appendix
A by Barry Howard and supported by John Lamerato and Eric Scorsone. The Board
unanimously approved the removal of Kalkaska County Road Commission from
Appendix A. 3 ayes, and 0 nays.

A motion was made to remove SHAES from Appendix A and table discussion by Barry
Howard and supported by John Lamerato and Eric Scorsone. The Board unanimously
approved the removal of SHAES from Appendix A and to table discussion. 3 ayes, and
0 nays.

A motion was made to approve the Appendix A of the Approvals and Disapprovals of
Corrective Action Plans as amended (Resolution 2019-22) by Barry Howard and
supported by John Lamerato and Eric Scorsone. Appendix A as amended included the
following local governments:

35th District Court (2 systems) (Approve)

Antrim County Road Commission (2 systems) (Approve)
City of Gladstone (Approve)

Harrison Charter Township (2 systems) (Approve)
Henika District Library (Approve)

Kingsford City Housing Commission (Approve)

Monroe Housing Commission (Approve)

Negaunee Housing Commission (Approve)

The Board unanimously approved the Approvals and Disapprovals of Corrective Action
Plans as amended (Resolution 2019-22). 3 ayes, and 0 nays.

A motion was made to approve the Kalkaska County Road Commission Corrective
Action Plan (Resolution 2019-23) by Barry Howard and supported by John Lamerato
and Eric Scorsone. The Board unanimously approved the Kalkaska County Road
Commission Corrective Action Plan (Resolution 2019-23). 3 ayes, and 0 nays.

PUBLIC COMMENT

No public comment.



BOARD COMMENT

No Board comment.

NEXT MEETING

The next regular meeting will be on September 18, 2019 at 10:00 am.

ADJOURNMENT

A motion was made to adjourn by John Lamerato and supported by Barry Howard and
Eric Scorsone. The Board unanimously approved the motion to adjourn. 3 ayes, 0 nays.

There being no further business, the meeting adjourned at 10:51 a.m.



P.A. 202 of 2017 Status Update from Treasury
As of 9/11/2019

Table 1: Upcoming CAP Reviews

PA 202: Corrective Action Plan Review Schedule

Tentative Month of Corrective Action Plan Review
LOCAL UNITTYPE October | November | December January February March
NON-PRIMARY 3 0 0 3 0 4
PRIMARY 3 1 3 3 0 9
TOTAL 6 1 1 6 0 13

Treasury Department Communication and Outreach Report
e 178 one-on-one 30-minute calls scheduled by local governments to discuss the P.A. 202 process
o 5 individual calls since August MSB Meeting
e (alls to 33 local governments delinquent in filing Form 5572
e (alls to 5 local governments with corrective action plans due for September MSB meeting

Update Re: OPEB Qualified Trust and Criteria
e GASB Definition of OPEB Assets
o If an OPEB plan is not administered through a trust that meets the 3 criteria listed below, any assets
accumulated for OPEB purposes should continue to be reported as assets of the employer or
nonemployer contributing entity. [GASBS 74, 958]
a) Contributions from employers and nonemployer contributing entities to the OPEB plan and
earnings on those contributions are irrevocable.
b) OPEB plan assets are dedicated to providing other postemployment benefits (OPEB) to plan
members in accordance with the benefit terms.
c) OPEB plan assets are legally protected from the creditors of employers, nonemployer
contributing entities, the OPEB plan administrator, and plan members.
o PA 202 Underfunded Status
=  Public Act 202 determines underfunded status by using data found in the local government’s
most recent audited financial statements (Section 5.4(a)(b))
e Previous CAP Determinations?
o Disapproval Recommendation for failure to have qualified trust examples
=  Bloomfield Township Public Library
= Copper Country Community Mental Health
= Ypsilanti City Housing Commission
o Approval Recommendation for opening a trust in the future examples
=  City of Taylor
= Village of Romeo
= Gogebic County Road Commission
=  City of Hazel Park
= MBS International Airport Commission
= City of Westland
= City of Woodhaven
= City of Iron Mountain
= (City of Eaton Rapids

! These are examples, not comprehensive lists



MUNICIPAL STABILITY BOARD
RESOLUTION 2019-24

APPROVAL OF THE SOUTH HAVEN AREA EMERGENCY SERVICES AUTHORITY
CORRECTIVE ACTION PLAN

WHEREAS, the Michigan legislature passed the Protecting Local Government Retirement and
Benefits Act, MCL 38.2801 et. seq., 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 2018-10, the Board adopted the Corrective
Action Plans Best Practices and Strategies (the “Best Practices”) and Corrective Action Plans Approval
Criteria (the “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 South Haven Area Emergency Services
Authority’s (the “Municipality”’) Corrective Action Plan;

WHEREAS, Treasury and the Board have reviewed the Municipality’s Corrective Action Plan
pursuant to the Best Practices and Approval Criteria; and

WHEREAS, Treasury has provided a recommendation to the Board for the Municipality’s
Corrective Action Plan.

NOW THEREFORE, BE IT RESOLVED, the Board determines that the Municipality’s
Corrective Action Plan sufficiently meets the Best Practices and the Approval Criteria;

BE IT FURTHER RESOLVED, the Board approves the Municipality’s Corrective Action Plan;
and

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

Ayes:

Nays:

Recused:

Lansing, Michigan
September 18, 2019



Treasury Recommendation

South Haven Area Emergency Services Authority OPEB Corrective Action Plan (CAP)

Non-Primary Unit 807515

Name of | Type of Assets Liabilities Fund'ed ADC Revenues ADC/Revenue c‘.‘P
Systems | System Ratio required?
MERS Pension | $5,326,284 | $7,843,874 | 67.9% | $235,392 9.2% NO
Retiree
Health OPEB SO $593,140 0.0% $37,129 22,572,195 1.4% YES
Plan
Total $5,326,284 | $8,437,014 $272,521 | $2,572,195 10.6%

Staff Recommendation: Approval of the OPEB corrective action plan submitted by South Haven Area

Emergency Services Authority, which was received by the Municipal Stability Board (the Board) on

Source: Retirement Report 2017, Audited Financial Statements

7/17/20109. 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

None Listed.

Plan Funding:
o Attachment 1 is a 30-year projection prepared by Watkins Ross for SHAES. The

projection provides a path for SHAES to obtain 41 percent funding in 30 years for its

retiree health plan.
Other Considerations:

O

None Listed.

Prospective Changes:

Modern Plan Design:

O

None Listed.

Plan Funding:

o Attachment 6b to the March 15, 2019 CAP is the SHAES Authority Joint Emergency
Services Restated Agreement. Section 2.2(a) of that Agreement calls for the SHAES
Board to prepare an annual budget, divided into the Fire Service and the Ambulance

Service.

Attached as Attachment 2 is the SHAES line item budget for the period ending June 30,
2019, adding half of the required annual contribution to the Fire budget and the other

half of the required annual contribution to the Ambulance budget.

By means of those combined annual contributions, SHAES will achieve 41 percent
funding for its retiree health plan in 30 years.
Other Considerations:

O

O

New account information was provided that was received by SHAES from Chemical

Bank for the establishment of a new account to receive required annual contributions

that will enable SHAES to obtain 41 percent funding in 30 years for its retiree health

plan.

The new account information will be signed when Mr. Charles Ross Stein, Jr. returns to

town.




Treasury Recommendation
South Haven Area Emergency Services Authority OPEB Corrective Action Plan (CAP)
Non-Primary Unit 807515

System Status for All Divisions: OPEN
Plan size: members 21

e Inactive employees or beneficiaries currently receiving benefits: 15
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 6

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 internal analysis/actuarial projection/
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 40% within a reasonable timeframe (2049).
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 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:

The local government provided an actuarial projection showing that they will reach 40% funded in 2049.
Planned payments and benefit costs will increase approximently 15% a year until 2039. Upon
clarification from the local government, the account to which the additional payments being deposited
is not a qualified trust, and therefore does not qualify as assets under the Governmental Accounting
Standards Board. After conversation between SHAES and Treasury, SHAES submitted supplemental
documentation indicating that they feel that the plan as it was originally submitted is adequate,
however, if the Board feels that if the Municipal Stability Board cannot approve the plan as submitted,
that SHAES will commit to establish a trust in the next two years for the system assets to be deposited
into. Treasury recommends approval with the expectation that the local government establishes an
irrevocable qualified trust for these funds.



Treasury Recommendation
South Haven Area Emergency Services Authority OPEB Corrective Action Plan (CAP)
Non-Primary Unit 807515

South Haven Area Emergency Services
2019 funding projection (based on December 31, 2018 actuarial valuation)

Discount Return
3.00% 3.00%
funded
31-Dec liability Assets Contribution +Benefit payments =total contribution percent
2019 891,964 4,100 4,100 30,349 34,449 0.5%
2020 4,100 39,174 43,274 0.9%
2021 4,100 34,820 38,920 1.3%
2022 4,100 34,806 38,906 1.7%
2023 4,100 29,189 33,289 2.1%
2024 4,100 31,726 35,826 2.4%
2025 4,100 31,150 35,250 2.8%
2026 4,100 33,931 38,031 3.1%
2027 4,100 44,433 48,533 3.4%
2028 4,100 44,394 48,494 3B%
2029 4,100 48,284 52,384 4.1%
2030 4,100 52,279 56,379 4.5%
2031 4,100 56,326 60,426 4.9%
2032 4,100 69,974 74,074 5.3%
2033 4,100 72,067 76,167 5.7%
2034 4,100 77,005 81,105 6.2%
2035 4,100 82,675 86,775 6.8%
2036 4,100 115,072 119,172 7.4%
2037 4,100 105,743 109,843 8.4%
2038 4,100 125,283 129,383 9.4%
2039 4,100 133,178 137,278 10.8%
2040 4,100 103,470 107,570 12.5%
2041 4,100 110,185 114,285 14.2%
2042 4,100 95,254 99,354 16.4%
2043 4,100 79,923 84,023 18.7%
2044 4,100 85,253 B9,353 21.0%
2045 4,100 65,724 69,824 23.9%
2046 4,100 86,923 81,023 26.5%
2047 4,100 66,507 70,607 31.1%
2048 4,100 71,273 75,373 35.7%
2049 490,138 200,911 [ 76,298 76,298 41.0%

The Community Engagement and Finance Division (CEFD) contact:

o CEFD contacted the director of SHAES to clarify whether or not the account used for additonal
funding was a qualified trust. SHAES indicated that it was not.

e CEFD had a phone conference with SHAES and their attorney to discuss their CAP submission at
the request of the Municipal Stability Board.



/ 200 OTTAWA AVENUVE, NW. , SuiTe 1000
GRAND RAPIDS, MI 49503-2427
DICKINSON(\A{RIGHT”-“—' TELEPHONE. (616) 458-1300
FACSIMILE: (844) 670-6009
http H/www dickinsonwright com

RONALD A, BULTIE
RBultje@dickinsonwright.com
(616) 336-1007

To: Michigan Department of Treasury VIA EMAIL ONLY
Local Retirement Reporting Team

From: Ronald A. Bultje
Date:  June 26, 2019

Re: Corrective Action Plan Supplement
Local Unit Name: South Haven Area Emergency Services
Six-Digit Muni Code: 807515
Retirement Health Benefit System Name: Retirec Health Plan
Contact Name: Ron Wise
Title: Executive Director

Email: rwise(d@shaes.org
Telephone: 269-637-5151

On behalf of the South Haven Area Emergency Services Authority (“SHAES”), I submitted
a Corrective Action Plan (“CAP”) on March 15, 2019. That CAP is now supplemented by the
following and the attached.

Attached as Attachment 1 is a 30-year projection prepared by Watkins Ross for SHAES.
The projection provides a path for SHAES to obtain 41 percent funding in 30 years for its retiree
health plan.

Attachment 6b to the March 15, 2019 CAP is the SHAES Authority Joint Emergency
Services Restated Agreement. Section 2.2(a) of that Agreement calls for the SHAES Board to
prepare an annual budget, divided into the Fire Service and the Ambulance Service. Attached as
Attachment 2 is the SHAES line item budget for the period ending June 30, 2019, adding half of
the required annual contribution to the Fire budget and the other half of the required annual
contribution to the Ambulance budget. By means of those combined annual contributions, SHAES
will achieve 41 percent funding for its retiree health plan in 30 years.

Finally, attached as Attachment 3 is the new account information received by SHAES from
Chemical Bank for the establishment of a new account to receive required annual contributions
that will enable SHAES to obtain 41 percent funding in 30 years for its retiree health plan. The
new account information will be signed when Mr. Charles Ross Stein, Jr. retums to town.

ARIZONA CALIFORNIA FLORIDA KENTUCKY MICHIGAN
NEVADA OHIO TENNESSEE TEXAS TORONTO WASHINGTON DC



DickiINsaoN WRIGHT PLLC
Michigan Department of Treasury
Local Retirement Reporting Team
June 26, 2019

Page 2

Please advise if there are questions.

Very truly yours,

DICKINSON WRIGHT PLLC

Ronald A. Bultje

RAB:jls
Enclosures
cc(w/enc.):  Brian Dissette, South Haven City Manager
Ron Wise, SHAES Chief
Ross Stein, South Haven Charter Township Supervisor
Allan Overhuiser, Casco Township Supervisor
Nancy Whaley, Geneva Township Supervisor

GRAPIDS 57671-1 564224v1

ARIZONA CALIFORNIA FLORIDA KENTUCKY MICHIGAN
NEVADA OH10 TENNESSEE TEXAS TORONTO WASHINGTON DC
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Elad ’

Jennifer L. Smith
m

From: Ron Wise <rwise@shaes.org>

Sent: Friday, June 7, 2019 2:14 PM

To: Ronald A. Bultje; Brian Dissette

Cc: Jennifer L. Smith

Subject: EXTERNAL: RE: South Haven (SHAES) Outline re Status of Retiree Health Insurance Plan
Underfunding

Attachments: Projected liability and funding plan.pdf

Caution: External Email

Ron,

Attached is a 30-year projection with contributions intended to obtain 40% funded status. Corrective Action Plans (CAP)
for other clients have been submitted with a 40% funding goal which have been accepted by the State of Michigan so we
are interpreting your edict that the “lowest possible contribution” be determined with that objective in mind.

Note the following:

e In addition to the $4,100 shown to be deposited in an OPEB trust, you will continue to make retiree healthcare
payments from general operating funds — i.e. don’t use these money’s until the plan has obtained and can
maintain the 40% funded status

* The results are based on a projection of the liabilities, costs and census data associated with the last valuation;
Given the relatively low annual required amount, we would advise that there wouldn’t be much added value to
the analysis at this point to re-do the valuation to reflect any of the possible adjustments you've identified

* Asthis projection is based on a closed group, as new hires come into the plan, and as experience plays out other
than expected, future adjustments to the contribution to meet your target may have to be made

* Another funding requirement under the State of Michigan Public Act 202 is that the “normal cost” for any new
hires after June 30, 2018 be contributed to an OPEB trust; currently your normal cost is approximately 2.5% of
covered payroli so if at some point in the future, 2.5% of payroll for new hires exceeds 54,100, that would
became the new contribution requirement

If you have any questions, let me know.

Chris

mWATKINS ROSS

Christian R. Veenstra, FCA, ASA, MAAA | President

Enrolled Actuary

200 Ottawa Ave. N.W. Suite 600

Grand Rapids M| 49503-2426

Phone: 616.742.9244 Fax: 616.456.5021

ﬂetjrement Plan Consuitants, Actuaries and Administrators

Jomuson

=i LinkedIn |



fﬁrm: Ronald A, Bultje <RBultje@dickinson-wright.com>

Sent: Monday, June 3, 2019 2:30 PM

To: Brian Dissette <bdissette@south-haven.com>; Ron Wise <rwise@shaes.org>

Cc: Jennifer L. Smith <JLSmith@dickinson-wright.com>

Subject: FW: South Haven {SHAES) Qutline re Status of Retiree Health Insurance Plan Underfunding

Caution: External Email

Gentlemen: please see the attached one page status summary regarding the retiree health insurance plan
sponsored by SHAES, for consideration at the SHAES Board meeting this week Wednesday.

Please note that a response to the state is currently due by July 1, 2019,

Let me know if you have any questions or comments. Otherwise, please let me know what the SHAES Board
decides, and how | can assist you going forward. Thanks very much,

Ronald A. Buitje Member

200 Ottawa Ave, NW.  ppgne 616-336-1007
Suite 1000

Grand Rapids M 49503 ~ F@x  844-670-6009
i Profile | VCard | Email RBultie@dickinsonwright com

DICKINSONWRIGHT Ic

ARDINA AT FLORDW SEHTLY O 2CHEAN SOALA Cwi
TEMRELSEE TIA L WATKINGTINGE TN

From: Jennifer L. Smith <JLSmith@dickinson-wright.com>
Sent: Monday, June 3, 2019 2:07 PM

To: Ronald A. Bultje <RBultje @dickinson-wright.com>
Subject: South Haven (SHAES) Outline re Status of Retiree Health Insurance Pian Underfunding

Jennifer L. Smith Legal Secretary
200 Ottawa Ave., NW.  Fpone 616-336-1067

Suite 1000
Grand Rapids MI 49503 Fax  844-670-6009

Email JLSmith@dickingonwright com

DICKINSON(WRIGHTmc

AREORA TAMIEALG MOROR sCHTLCEY MCIDSAN HuAlA Ciil
TEINESSEE TFYAS WATHINAINNDG  [aRcer

The information contained m this e-mail, including any attachments. is confidential. intended only for the named recipient(s). and may be legally privileged If you
are not the inlended recipient, please delete the e-mail and any attachments, destray any printouts that you may have made and notify us immediately by return e-
mail

Neither this transmission nor any attachiment shall be deemed for any purpose to be a "signature” or "signed” under any electromic transmission acts. unless
otherwise specifically stated hergin Thank you



South Haven Area Emergency Services

2019 funding projection (based on December 31, 2018 actuarial valuation)

31-Dec liability

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049

891,964

490,138

Assets

4,100

200,911

Discount
3.00%

Return
3.00%

Contribution +Benefit payments =total contribution

4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100
4,100

30,349
39,174
34,820
34,806
29,189
31,726
31,150
33,931
44,433
44,394
48,284
52,279
56,326
69,974
72,067
77,005
82,675

115,072

105,743

125,283

133,178

103,470

110,185
95,254
79,923
85,253
65,724
86,923
66,507
71,273
76,298

34,449
43,274
38,920
38,906
33,289
35,826
35,250
38,031
48,533
48,494
52,384
56,379
60,426
74,074
76,167
81,105
86,775

119,172

109,843

129,383

137,278

107,570

114,285
99,354
84,023
89,353
69,824
91,023
70,607
75,373
76,298

funded
percent

0.5%
0.9%
1.3%
1.7%
2.1%
2.4%
2.8%
3.1%
3.4%
3.8%
4.1%
4.5%
4.9%
5.3%
5.7%
6.2%
6.8%
7.4%
8.4%
9.4%
10.8%
12.5%
14.2%
16.4%
18.7%
21.0%
23.9%
26.5%
31.1%
35.7%
41.0%
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NEW ACCOUNT INFORMATION Financial Institution Name and Address
Chemical Bank
433 Phoenix Street PO Box 449

oate 06/20/2019 South Haven, MI 49050-1309

Check if applicable: [ _] TEMPORARY REPLACEMENT 5001

ACCOUNT INFORMATION ACCOUNT NUMBER 05410534168
AMOUNT OF DEPOSIT $ 0. 00 ACCOUNT T.LN.  38-3270534

TITLE OF ACCOUNT South Haven Area Emergency Services

80 Blue Star Hwy

South Haven MI 49090-2411
OWNERSHIP TYPE Government Body
PRODUCT NAME Municipal Money Market

Words, raibers or phrmscs procodod by a| | are appicable only when masked, e, | X |, Opened8y  Senora Norman
BUSINESS ENTITY INFORMATION BUSINESS FILING STATE
BUSINESS NAME AND ADDRESS ENTITY DOCUMENT

LAST FIiLING DATE
FILING EXPIRATION
DATE ESTASBLISHED 04/07/1997

South Haven Area Emergency Services

80 Blue Star Hwy NATURE OF BUSINESS Non-Profit
South Haven, MI 49090-2411 e e s )
ASSUMED NAME IF D/B/A e LS RS .
E-MAIL ADDRESS Iceman7004@gmail. corrlI:I
FACSIMILE AUTHORIZATION ON FILE YES NO
gg:;ﬁg ?3?: LIMITED LIABILITY COMPANY TAX CLASSIlFT_(l:ATION S
BUSINESS ENGAGES IN INTERNET GAMBLING * D
CONTACT PHONE *If box is checked you must provide evidence of authority te angage in
QOTHER Internet Gambling.
SIGNER #1 INFORMATION TAX ID NUMBER
NAME AND ADDRESS DATE OF BIRTH
Charles Ross Stein Jr 1D TYPE
1D NUMBER
1D ISSUED BY
TITLE /CAPACITY Auth Signer 1D ISSUING LOCATION
PRIMARY PHONE ID ISSUE DATE
SECONDARY PHONE ID EXPIRATION
CELL PHONE E-MAIL ADDRESS
SIGNER #2 INFORMATION TAX ID NUMBER
NAME AND ADDRESS DATE OF BIRTH
Ronald Letcher Wise ID TYPE
ID NUMBER
ID ISSUED BY
TITLE /ICAPACITY Auth Signer ID ISSUING LOCATION
PRIMARY PHONE ID ISSUE DATE
SECONDARY PHONE ID EXPIRATION
CELL PHONE E-MAIL ADDRESS
SIGNER #3 INFORMATION TAX ID NUMBER
NAME AND ADDRESS DATE OF BIRTH
ID TYPE
ID NUMBER
1D ISSUED BY
TITLE /CAPACITY ID ISSUING LOCATION
PRIMARY PHONE 1D ISSUE DATE
SECONDARY PHONE ID EXPIRATION
CELL PHONE E-MAIL ADDRESS
SIGNER #4 INFORMATION TAX 1D NUMBER
NAME AND ADDRESS DATE OF BIRTH
1D TYPE
1D NUMBER
ID ISSUED BY
TITLE /CAPACITY 1D ISSUING LOCATION
PRIMARY PHONE ID ISSUE DATE
SECONDARY PHONE ID EXPIRATION
CELL PHONE E-MAIL ADDRESS

12 Carmpanca Systems, lnc. 2000 - 2017 TEM BI5BAL1 (270/2017) Page Vol 2 www.comphancazystemi.con

.



ACCOUNT NUMBER 05410524168

VERIFICATION / FOLLOW-UP

ADDITIONAL INSTRUCTIONS OR COMMENTS

TAXPAYER IDENTIFICATION NUMBER CERTIFICATION . )
Exempt payee code, if any:

Under penalties of perjury, 1 certity that: Exemption from FATCA reporting codae, if any:
1. The number shawn on this form is my correct taxpayer idantification number (or | am waiting for 8 number to be issued to mel, and

2.1 am not subject to backup withholding because: {a) | am axempt from backup withholding, or (b} | have not been natified by the Internal
Revenue Service {IRS) that | am subject to backup withholding as a result of a failure to report all interest or dividends, or {c) the IRS has
notified me that | am no longer subject to backup withholding {Notice: If you are subject to backup withholding, cross out this line), and

3. § am 8 U.S. citizen or other U.S. person {defined in the W-@ instructions), and
4. The FATCA coda(s} entered on this form lif any} indicating that | am exempt from FATCA reporting is correct.

Taxpayer ldentification Number: 38-3270534

SIGNATURE Charles Ross Stein Jr DATE

ADDITIONAL TERMS

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING A NEW ACCOUNT
To help the government fight the funding of terrorism and money laundering activities, Federal law requires all financial institutions to obtain,
verify, and record information that identifies each person who opens an account.

What this means for you: When you open an account, we will ask for your name, address, date of birth, and other information that will aflow us to
identily you, We may also ask to see your driver's licensa or other identifying documents.

ACKNOWLEDGMENT

By signing this document, the undersigned, if not specified below as an Authorized Signer only, acknowlsdga that they have authority to open and have opened
the type of account designated above. The undersigned acknowledge that they have received, understand and agree to be bound by the terms of the Account
Agreement for that account type. The undersigned certify that all information provided to the institution is true and accurata. All signers acknowledge that they
are acting on beha!f of the business entity, and they have the authority to act on behalf of the business entity to the extent indicated in a validly executed
business resolution. The undersigned acknowledge receipt of a copy of this institution's Privacy Policy, and where applicable, the Funds Availabiity Policy. All
signers authorize this institution to make inquiries from any consumer reporting agency, including a check protection service, in connection with this account.

NUMBER OF SIGNATURES REQUIRED: D FACSIMILE ALLOWED
Authorized Signer only. Title: Auth Signer Authorized Signer only, Title: Auth Signex
X . x
Charles Ross Stein Jr Date Ronald Letcher Wise Date
D Autharized Signer only. Titla: I:I Authorized Signer only. Title:
X X - ]
Date Date

FOR INSTITUTION USE

& Compiance Systems, Inc. 2000 - 2017 (TEM 6150AL2 (27012017) Page 20t 2 www.complisncesylems.com



Business Deposit Account Resolution

Resolution Date:

Company Name: South Haven Area Emergency Services With: Chemical Bank

Address: 90 Blue Star Hwy 333 E Main St.

City, State, Zip:  South Haven, MI 49090-2411 Midland, M|l 48640-0569
Tax D #: 38-3270534

3 Corporation [ Limited Liability Company [J Partnership
O DBA/Sole Proprietorship [=] Other Government Body

The entity named above is referred to in this document as “Company”

Option 1 Option 2
Blanket Resolution {Pertains to all Company accounts) Account(s) Specific Resolution
*All Authorized signers are the same on ALL accounts for this Company  *Authorized signers are NOT the same on all accounts for this Company. For
each account, or for each group of accounts that have the same authorized
signers, a separate Business Deposit Account Resolution is required

**Mote: Use either Option 1 or Option 2 for a Company; never both. Accaunt Number(s): 5440534168

AGENTS Any Agent listed below, is authorized to exercise ali the powers set forth below:

Type Name and Title or Position Signature

Charles Ross Stein Jr

Ronald Letcher Wise

XX X X X X

POWERS GRANTED Each Agent listed above has the following powers associated with the Company's account(s):

(1) Open any deposit account(s) in the name of the Company.

{2) Sign checks drawn on the account{s} manually or with a signature stamp or facsimile signature.

{3) Enter into written agreements on behalf and in the name of the Company and related to services for or
related to the account(s), including agreements for merchant services, remote ¢check capture, treasury
management service, or other services offered by Chemical Bank.

{4) Endarse checks, issue arders for the payment of money, authorize wire iransfers, approve business debit
card access devices, or otherwise withdraw or transfer funds in the account{s)

(5) Give instructions to Chemical Bank with respect to the account(s}, including instructions cancerning
changes of address or other information associated with the account(s).

{6) Enter into a written lease(s} for the purpose of renting, maintaining, accessing and terminaling a safe
deposit box or night drop (Depository} box with Chemical Bank.

Revised 12/2016 Branch Forms Directory



Business Deposit Account Resolution

The Company named on this resolution resolves that,

m

@

3

{4)

(5)
(6)

7

Chemical Bank Is designated as a depository for the funds of the Company and to provide other financial accommodations indicated in this
resolution.

This resolution shall continue to have effect until express written notice of its rescission or modification has been received and recorded by Chemical
Bank. Any and all prior resolutions adopted by the Company and certified 1o Chemical Bank as governing the operation of this Company's
account(s), are in full force and effect, until Chemical Bank receives and acknowledges an express written notice of its revocation, modification or
replacement. Any revocation, modification or replacement of a resolution must be accompanied by decumentation, satisfactory to Chemical Bank,
establishing the authority for the changes.

The signature of an Agent on this resolution is conclusive evidence of their authority to act on behalf of the Company, Any Agent, so long as the
Agent acts in a representative capacity as an agent of the Company, is authorized to make any and all other conltracts, agreements, stipulations and
orders which they may deem advisable for the effective exercise of the powers indicated on page one, from time to time with Chemical Bank,
subject to any restrictions on this resolution or otherwise agreed 10 in writing.

All actions and transactions, if any, related 1o the account(s) which occurred prior to the adoption of this resolution are hereby ratified, approved and
confirmed.

The Company agrees to the terms and conditions of any account agreement, propesly opened by any Agent of the Company.

The Company acknowledges and agrees that the Bank may fumish at its discretion automated access devices o Agents of the Company to
facilitate those powers authorized by this resolution or other resolutions in effect at the time of issuance. The term "automated access device”
includes, but is not limited to, credit cards, automated teller machines {ATM), debit cards, online access and phone access.

The Company agrees that in the event the Company is indebted to Chemical Bank, Chemica! Bank may offset against such indebledness any
balance in the account(s).

CERTIFICATION OF AUTHORITY
| further certify that the Company has, and at the time of adoption of this resolution had, full power and lawiul authority to adopt the resolutions and to
confer the powers granted above to the persons named who have full power and lawful authority to exercise the same.

X X
{Authorized Signature) {Date) {Altest by one other Autharized Signer) (Date)
Charles Ross Steln Jr " Ronald Leicher Wise
Printed Name and Title Printed Name and Title
FOR BANK USE ONLY
Acknowiedged and received on {date) by {initials)

Send document to imaging department

Revised 12/2016 Branch Forms Directory



/ 200 OTTAWA AVENUE, N.W., SUITE 1000
GRAND RAPIDS, MI 49503-2427
DICI(H\IS()I\IWR-[C}I'ITPLLC TELEPHONE: (616) 458-1300
FACSIMILE: (844) 670-6009

http://www.dickinsonwright.com

RONALD A. BULTJE
RBultje@dickinsonwright.com
(616) 336-1007

To: Michigan Department of Treasury VIA EMAIL ONLY
Local Retirement Reporting Team

From: Ronald A. Bultje
Date:  September 13, 2019

Re: Corrective Action Plan Supplement
Local Unit Name: South Haven Area Emergency Services
Six-Digit Muni Code: 807515
Retirement Health Benefit System Name: Retiree Health Plan
Contact Name: Ron Wise
Title: Executive Director
Email: rwise@shaes.org
Telephone: 269-637-5151

On behalf of the South Haven Area Emergency Services Authority (“SHAES”), I am
submitting this follow up correspondence to the Corrective Action Plan (“CAP”) submitted March
15,2019 and supplemented June 26, 2019. Please note the following.

1. SHAES has bargained away the retiree health insurance benefit for new employees.

2. If SHAES was a city or a township, it would be exempt because its annual required
contribution for the retiree health insurance benefit is only 1.2 percent of its annual revenues.
SHAES is an entity formed by a city and townships.

3. Only one retiree from SHAES has elected to receive the retiree health insurance
benefit.

4. Nonetheless, SHAES has completed an actuarial study, designed to reach 41
percent funding in 30 years for this retiree health insurance plan.

5. SHAES has budgeted amounts per the actuarial study, to obtain 41 percent funding
in 30 years for its retiree health insurance plan.

Per the above, SHAES asks that its CAP be approved. However, if the CAP cannot be
approved as submitted, SHAES will commit to establish a trust in the next two years to which the
annual required contributions for the retiree health insurance benefit will be made.

ARIZONA CALIFORNIA FLORIDA KENTUCKY MICHIGAN

NEVADA OHIO TENNESSEE TEXAS TORONTO WASHINGTON DC


mailto:rwise@shaes.org
mailto:RBultje@dickinsonwright.com
http://www.dickinsonwright.com

DICKINSON WRIGHT PLLC
Michigan Department of Treasury
Local Retirement Reporting Team
September 13, 2019
Page 2

Thank you for your consideration.
Very truly yours,

DICKINSON WRIGHT PLLC

Ronald A. Bultje

RAB:jls
cc: Brian Dissette, South Haven City Manager
Ron Wise, SHAES Chief
Ross Stein, South Haven Charter Township Supervisor
Allan Overhuiser, Casco Township Supervisor
Nancy Whaley, Geneva Township Supervisor

GRAPIDS 57671-49 577022v1

ARIZONA CALIFORNIA FLORIDA KENTUCKY MICHIGAN
NEVADA OHIO TENNESSEE TEXAS TORONTO WASHINGTON DC



MUNICIPAL STABILITY BOARD
RESOLUTION 2019-25

ADOPTION OF MONITORING PROCEDURES

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 local units of government
addressing the underfunded status of their municipal retirement systems;

WHEREAS, Section 10(6) of the Act requires the Board to monitor local units of government’s
compliance with the Act and correction action plans;

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

WHEREAS, Treasury staff has developed monitoring procedures pursuant to the Act, detailed in
the memorandum attached to this Resolution as Exhibit A (the “Monitoring Procedures”);

WHEREAS, Treasury staff recommends the approval and adoption of the Monitoring Procedures;
and

WHEREAS, the Board concurs in that recommendation and wishes to approve and adopt the
attached Monitoring Procedures.

NOW, THEREFORE, BE IT RESOLVED, the Board approves and adopts the Monitoring
Procedures attached to this Resolution as Exhibit A; and

BE IT FURTHER RESOLVED, any and all previous versions of the Monitoring Procedures are
rescinded and replaced with the Monitoring Procedures attached to this Resolution.

Ayes:

Nays:

Recused:

Lansing, Michigan
September 18, 2019



4425 (Rev. 01-19)

GRETCHEN WHITMER
GOVERNOR

DATE:

TO:

FROM:

SUBJECT:

STATE OF MICHIGAN
DEPARTMENT OF TREASURY
LANSING

September 18, 2019

The Municipal Stability Board (the Board)

RACHAEL EUBANKS
STATE TREASURER

Resolution 2019-25 Exhibit A

Community Engagement and Finance Division, Department of Treasury

Policy and Procedures document

Public Comments on Municipal Stability Board Corrective Action Plan (CAP) Monitoring

Suggested Action: The Board votes on Resolution 2019-25 Adoption of Corrective Action Plan

Monitoring Procedures. The following documents include an updated version of the Corrective Action

Plan Monitoring based on the feedback the Municipal Stability Board received during the public comment

period.

The Community Engagement and Finance Division solicited comments on the proposed CAP Monitoring

Policy and Procedures document. The document was posted on Treasury’s website for 51 days. Emails

were also distributed, inviting all stakeholders, and the public to participate in the public comment

period. Treasury also attended multiple meetings with stakeholders to solicit additional feedback. A total

of five public comments were received related to this topic.

Name(s) Local Summary of Comments Action
Government/
Assoc.

| | Derek Waterford First, when looking at the calculation of Retiree Health | Changes Recommended

Diederich Township Care Expenses as related to overall ‘governmental e Added section to allow
(personal revenues.’ | can see what is trying to be measured and enterprise funds
comment of achieved, but also feel that including Enterprise Fund specifically used to pay
Derek Revenues or a portion of those would make sense. In retirement benefits to be
Deiderich, not | our case, and many other communities similarly used in the calculation of
necessarily situated a portion of the unfunded liability and the projected governmental
Waterford current pay as you go Retiree Health Care or Pension revenues.

Township as a
whole)

Obligation was derived and belongs to our Water-
Sewer Enterprise Fund and those expenses/liabilities
are being combined with all the general gov't
expenses/liabilities and only the general gov’t revenues
are being utilized to derive the % of gov’t resources
being allocated for the legacy systems. While this is not
a complete game changer a tweak here may provide
and even more accurate measurement of the problem.

My next comment is not something that can be
instituted by the Treasury Dept. but maybe a memo or

P.O. BOX 30728 e« LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury



http://www.michigan.gov/Treasury

Page 2

communication could be sent to the legislative side as a
recommendation from Treasury. The idea is like this, if
a community does not meet the funded ‘stress test’ for
Pension or Retiree Health Care they would be eligible
for some additional state resources as long as they
have instituted a checklist of necessary and required
reforms. Examples of these reforms may include;
closing all Defined Benefit based programs to new
hires, having all the available trusts in place, instituting
PA 212 ‘Hard Cap’ reforms on current employees
health care etc. | think rewarding good behavior or
incentivizing mid and long term fixes should be the
guiding light of these issues.

Steven
Flayer

Shiawassee
District Library

I. I believe that there needs to be different levels of
CAP monitoring. An entity that is funded at 90% or
better is looking after it's obligations far better than an
entity funded at 40%. | would suggest that the higher
the funded level of an entity the longer between
monitoring. As written every entity would be
monitored "for substantial compliance with the Act
every two years." Perhaps, for entities over a certain
level of funding (i.e. 85%, 90%) that could be every
three years with the time between monitoring
decreasing with the increasing of the unfunded liability
(i.e. below 75% every 30 months, below 60% every 24
months, etc.).

2. How will this act handle changes in assumptions
from the funds themselves? Our retirement is through
MERS and a couple of years ago they changed the
assumptions on mortality age and rate of return, this
year they again changed assumptions on rate of return
and wage inflation rate. Both of these changes have
affected our payment schedule by increasing the
amount our library pays in over and above the
employee contributions.

Since becoming Director in 2008, | have tried to keep a
healthy retirement balance in MERS. We have probably
added over $30,000 to our balance above and beyond

employee and MERS mandated employer contributions.

No changes
recommended

Ted
Makowiec

Segal

Questioned CAP changes section to inquire as to
whether it should state “must” rather than “may”

Edited Underfunded Status Supporting Documentation
section for clarity

No changes
recommended

Leon Hank

MERS

Edited for clarity and grammar

Changes Recommended:

¢ Adopted a selection of
proposed changes to
clarify the previous
language




Page 3

Chris
Veenstra

Watkins Ross

While doing projections for clients, the following two
concerns have arisen:

Supporting documentation, “It is
recommended that ... a projection for the
duration of the plan ... includes ... assets,
liabilities funded rations, nhormal cost
payments” etc.

a.

Given that local governments may
utilize an Alternative Method - or, at

least a roll-forward for interim periods

- for performing actuarial calculations
under GASB for reporting purposes,
we as an actuarial firm are concerned
that we would not be controlling our
work product as a client might use
these projected values for reporting;
When we perform a projection that
shows liabilities and normal costs for
every year of the CAP projection
period we have avoided that thus far
by not showing interim values, instead,
limiting our exhibit to the latest
valuation results and the year in which
the CAP is projected to attain the
desired funded status)

2. Sustainability,

a.

“It is recommended that supporting
documentation include a projection of
... governmental fund revenue for the
duration of the plan”
i. Obtaining the information
necessary to project revenue

and the associated assumptions
— particularly over the duration

of the CAP, would be difficult

and potentially cost prohibitive

for the local government
“The local government must confirm

that the corrective actions listed in the
CARP allow for the local government to

make, at a minimum, the actuarially
determined contribution (ADC)
payment ... as well as the normal cost
for new hires”; This seems to be
i. Unnecessary: The ADC taking
into account the normal cost
for new hires will be

determined with each actuarial

valuation and will serve as a
minimum required
contribution regardless of the
CAP — if the ADC taking into
account normal cost for new
hires is less, the CAP would

Changes Recommended:

Provide guidance to local
governments related to
the intent and use of
these projections

A definition of how
governmental funds
should be calculated was
added to recommended
supporting
documentation for
Sustainability criteria.
The timeframe for the
Sustainability criteria
supporting
documentation was
modified to the ensuing 5
years, rather than the
duration of the plan.
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(should) be the required
amount, but, if there is a point
at which the ADC is greater, it
will override the CAP and
progress towards meeting the
funding goals will not be
compromised — we
recommend that alternative,
clarifying language be included
in the monitoring process

ii. Problematic: The projection of
future normal costs for new
hires will depend heavily on
assumptions regarding the
demographics, covered pay,
etc. of the new hires which
would be highly speculative, at
best

So, our recommendation is that the nature of the
monitoring process be simplified such that every two
years the original CAP be measured against the
updated liability and assets calculated for PA 202
reporting purposes. And, the recommended
assessments such as 5% annual growth as a percentage
of revenue, and any other reasonable measurement
parameters be determined and reported at that time
on a retrospective rather than a projected basis.




Corrective Action Plan Monitoring: Policy and Procedures

PA 202 of 2017 Sec. 10(6): The Municipal Stability Board (the Board) shall monitor each underfunded local unit of
government's compliance with Public Act 202 of 2017 (the 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 this act.

Monitoring Methodology and Intent: Corrective action plans (CAP) thus far have been approved under a broad scope in
support of locally developed plans. As such, the Board has provided great flexibility in approval of these CAPs has-been
given-to allow local governments to determine the components of their plan. CAPs were approved based on the CAP
Approval Criteria, but much of the supporting documentation provided to support the approval criteria was-has been
imprecise. tr-erderteTo ensure that the local governments are reaching the goals outlined in their CAPs, the CAP
monitoring process is intended to provide greater scrutiny and validation of the components and details of local
governments plans. This process will ensure that local governments are taking the necessary steps to address their
underfunded status.

Timeline: Local governments must begin implementation within 180 days of -CAP approval and will be monitored for
substantial compliance with the Act every two years.

CAP Changes: If at any time after a CAP has been approved, a local government determines thei-its previous submission
is no longer substantially in effect, an-the local government may file an updated CAP may-be-filed-for review by the

Municipal-Stability-Board.

Corrective Action Plan Monitoring Process*

Local Government Communication: Monitoring Notifications
e Step 1: 180-Day Implementation Notification

o 180 days after a local government is notified that its CAP is approved, a letter is sent to the local
government informing them that they-haveit has reached the 180-day deadline —Fheysheuld-have
begunto begin implementing the actions listed in their CAP as required by the Act.

o Treasury will provide guidance in this notification that local governments should be receiving projections
within their annual valuations in accordance with the Board’s best practices document as follows:

» Actuarially Determined Contributions (ADC’s), retirement benefit payments, assets, liabilities,
and discount rate
> ltisrecommendedthatThe Board recommends that local governments utilize these projections
as part of their monitoring certification
e Step 2: CAP Monitoring Form — Sent 1.5 years after initial CAP approval

o Inthe CAP monitoring notification, local governments will be reminded that the Retirement System
Annual Report (Form 5572) is due annually six months after their fiscal year end

o Failure to submit the Form 5572 could result in a determination of noncompliance

o Local governments will be required to submit the proposed “CAP Monitoring Form” to be used by the
Board when evaluating CAP compliance and implementation

o The completed CAP monitoring form is due 3 months after receipt

o Treasury will provide administrative support by preparing a detailed review and recommendation for
the Board’s compliance certification

o The Board will review and certify the local government for compliance with the Act every 2 years

" A local government’s CAP monitoring timeline for all underfunded systems is established by the notification date of the first CAP
to be approved by the Board




Proposed Municipal Stability Board Corrective Action Plan Monitoring Criteria

To assist local governments in preparing for the statutorily required monitoring process for their approved CAP(s), the
Board is publishing CAP monitoring approval criteria. The Board will be-censideringtheseconsider this criteria when
monitoring corrective action plan implementation and determining-will determine if the local government has made
funding progress has-been-made-as outlined by-each-underfundedlocal-gevernmentin the CAP. Local governments are
encouraged to continue to use a balanced approach to address their underfunded status by using one or more of the
best practice principles published by the Board. Additionally, local governments may use CAP monitoring approval
criteria to ensure their approved corrective actions are incemphancecompliant with the Act and- the Board’s

requirements.

CAP Monitoring Criteria:
1. Underfunded Status
e Using detailed supporting documentation, is the local government addressing their underfunded status in the
same timeframe or less, as the approved CAP?
o Supporting documentation
®  lisrecommendedThe Board recommends that supporting documentation show a projection for
the duration of the glan-CAP that includes, but is not limited to, assets, liabilities, funded ratios,
normal cost payments (if applicable), actuarial assumptions, and retiree benefit payments, using
reasonable calculations
o If underfunded status is not being addressed in a timeframe less than or equal to the approved CAP
timeframe:
= |f a corrective action plan by a local government is not addressing its underfunded status within
the original approval criteria timeframe (20 years for pension or 30 years for OPEB, for severely
underfunded systems), the local government may be found noncompliant with the Board’s CAP
monitoring criteria
= Asgeneral guidance, a local government with a severely underfunded pension system is 45%
funded or less. A local government with a severely underfunded retirement health care system
(OPEB) is 25% or less
2. Substantial Changes
e Alocal government must certify that the corrective action plan remains substantially the same as the original
approved submission.
o If alocal government cannot certify that thei=its plan is substantially the same as the approved
submission, the local government must provide the following with thei=its CAP Monitoring Form:
= All proposed actions the local government was able to implement
= All proposed actions the local government was unable to implement.
= Any actions in addition to the original CAP
e Governing body approval is required for additional actions
e The Board will use the CAP criteria from the initial CAP approval to approve or disapprove CAP changes, thereby
certifying their-compliance with the Act or finding them-the local government in noncompliance

3. Sustainability
e Local governments must certify sustainability
o -The local government must certify the plan is still affordable, through detailed supporting
documentation. This includes documentation that the local government’s retirement costs are not
increasing at a rate greater than what can be afforded through reasonable revenue growth. Retirement
costs also must not have substantially increased above the original projection in their approved CAP.
> Local governments with a combined payment that increases by greater than 5% annually as a

percentage of governmental fund revenues,-which-isalse-greaterthantherate documentedin
the-approved-CAR- may be determined to be unsustainable by the Board.



Step 3:

e ltisThe Board recommendsed that supporting documentation include a projection of all
annual retirement payments (Pension ADC(s)+OPEB lasurance-PremivmBenefit
Payments(s)+all additional contributions) as a percentage of projected governmental
fund revenues for the duration-efthe-planensuing 5 years. A local government should
project governmental fund revenues using a reasonable forecast based on historical
trends and projected rates of inflation. This analysis arg-may include projected
enterprise funds allocated gsed-specifically to pay retirement costs.

o The local government must confirm that corrective actions listed in the CAP allow for the local
government to make, at a minimum, the actuarially determined contribution (ADC) payment for pension
plans and/or the retiree health care premium payment, as well as the normal cost payment for new
hires for retirement health benefits (Sec. 4(1) of the Act, MCL 38.2804). This confirms that local
governments have linked long-term future payment expectations with revenue expectations and have
concluded that those payments are sustainable now and into the future, without additional changes to
their CAP.

If the local government cannot document that the CAP will continue to be sustainable or the Board
determines that the plan may no longer be sustainable:

o The Board may certify compliance; however, the Board will note that the local government is not on
track, as theiits annual payments have significantly increased. Prior to the lecal-geverament'snext
monitoring period, they-the local governmentit must address the change in affordability, or they-it may
be determined noncompliant.

Certification of Compliance
Compliant: If a local government has met all published CAP monitoring criteria and satisfied all reporting
requirements:
o The Board certifies the local government is’s in compliancesee with the Act.
Compliant with Conditions: If a local government is unable to certify sustainability or determined to be
unsustainable, but all other criteria and reporting requirements are met:
o The Board certifies the local government is in‘s compliance with conditions.
> Affordability concerns must be addressed prior to the subsequent monitoring period, to the
Board'’s satisfaction.
Noncompliant: If a local government does not meet CAP monitoring criteria or did not satisfy annual reporting
requirements:
o The Board may determine the local government noncompliant
> The local government will have 60 days to address the reasons for noncompliance.



Corrective Action Plan Monitoring: Policy and Procedures

PA 202 of 2017 Sec. 10(6): The Municipal Stability Board (the Board) shall monitor each underfunded local unit of
government's compliance with Public Act 202 of 2017 (the 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 this act.

Monitoring Methodology and Intent: Corrective action plans (CAP) thus far have been approved under a broad scope in
support of locally developed plans. As such, the Board has provided great flexibility in approval of these CAPs to allow
local governments to determine the components of their plan. CAPs were approved based on the CAP Approval Criteria,
but much of the supporting documentation provided to support the approval criteria has been imprecise. To ensure that
the local governments are reaching the goals outlined in their CAPs, the CAP monitoring process is intended to provide
greater scrutiny and validation of the components and details of local government plans. This process will ensure that
local governments are taking the necessary steps to address their underfunded status.

Timeline: Local governments must begin implementation within 180 days of CAP approval and will be monitored for
substantial compliance with the Act every two years.

CAP Changes: If at any time after a CAP has been approved, a local government determines its previous submission is no
longer substantially in effect, the local government may file an updated CAP for review by the Board.

Corrective Action Plan Monitoring Process®

Local Government Communication: Monitoring Notifications
e Step 1: 180-Day Implementation Notification

o 180 days after a local government is notified that its CAP is approved, a letter is sent to the local
government informing them that it has reached the 180-day deadline to begin implementing the actions
listed in their CAP as required by the Act.

o Treasury will provide guidance in this notification that local governments should be receiving projections
within their annual valuations in accordance with the Board’s best practices document as follows:

> Actuarially Determined Contributions (ADC), retirement benefit payments, assets, liabilities, and
discount rate
» The Board recommends that local governments utilize these projections as part of their
monitoring certification
e Step 2: CAP Monitoring Form — Sent 1.5 years after initial CAP approval

o Inthe CAP monitoring notification, local governments will be reminded that the Retirement System
Annual Report (Form 5572) is due annually six months after their fiscal year end

o Failure to submit the Form 5572 could result in a determination of noncompliance

o Local governments will be required to submit the proposed “CAP Monitoring Form” to be used by the
Board when evaluating CAP compliance and implementation

o The completed CAP monitoring form is due 3 months after receipt

o Treasury will provide administrative support by preparing a detailed review and recommendation for
the Board’s compliance certification

o The Board will review and certify the local government for compliance with the Act every 2 years

Proposed Municipal Stability Board Corrective Action Plan Monitoring Criteria
To assist local governments in preparing for the statutorily required monitoring process for their approved CAP(s), the
Board is publishing CAP monitoring approval criteria. The Board will consider this criteria when monitoring corrective

' A local government’s CAP monitoring timeline for all underfunded systems is established by the notification date of the first CAP
to be approved by the Board



action plan implementation and will determine if the local government has made funding progress as outlined in the
CAP. Local governments are encouraged to continue to use a balanced approach to address their underfunded status by
using one or more of the best practice principles published by the Board. Additionally, local governments may use CAP
monitoring approval criteria to ensure their approved corrective actions are compliant with the Act and the Board’s
requirements.

CAP Monitoring Criteria:
1. Underfunded Status
e Using detailed supporting documentation, is the local government addressing their underfunded status in the
same timeframe or less, as the approved CAP?
o Supporting documentation
= The Board recommends that supporting documentation show a projection for the duration of
the CAP that includes, but is not limited to, assets, liabilities, funded ratios, normal cost
payments (if applicable), actuarial assumptions, and retiree benefit payments, using reasonable
calculations
o If underfunded status is not being addressed in a timeframe less than or equal to the approved CAP
timeframe:
= |fa corrective action plan by a local government is not addressing its underfunded status within
the original approval criteria timeframe (20 years for pension or 30 years for OPEB, for severely
underfunded systems), the local government may be found noncompliant with the Board’s CAP
monitoring criteria
= Asgeneral guidance, a local government with a severely underfunded pension system is 45%
funded or less. A local government with a severely underfunded retirement health care system
(OPEB) is 25% or less
2. Substantial Changes
e Alocal government must certify that the corrective action plan remains substantially the same as the original
approved submission.
o If alocal government cannot certify that its plan is substantially the same as the approved submission,
the local government must provide the following with its CAP Monitoring Form:
= All proposed actions the local government was able to implement
= All proposed actions the local government was unable to implement.
=  Any actions in addition to the original CAP
e Governing body approval is required for additional actions
e The Board will use the CAP criteria from the initial CAP approval to approve or disapprove CAP changes, thereby
certifying compliance with the Act or finding the local government in noncompliance

3. Sustainability
e Local governments must certify sustainability
o The local government must certify the plan is still affordable, through detailed supporting

documentation. This includes documentation that the local government’s retirement costs are not

increasing at a rate greater than what can be afforded through reasonable revenue growth. Retirement

costs also must not have substantially increased above the original projection in their approved CAP.

» Local governments with a combined payment that increases by greater than 5% annually as a

percentage of governmental fund revenues may be determined to be unsustainable by the
Board.

e The Board recommends that supporting documentation include a projection of all
annual retirement payments (Pension ADC(s)+OPEB Benefit Payments(s)+all additional
contributions) as a percentage of projected governmental fund revenues for the ensuing
5 years. A local government should project governmental fund revenues using a
reasonable forecast based on historical trends and projected rates of inflation. This
analysis may include projected enterprise funds allocated specifically to pay retirement
costs.


https://www.michigan.gov/documents/treasury/DRAFT_MSB_Best_Practices_and_Strategies_7.13.18_627989_7.pdf

Step 3:

o The local government must confirm that corrective actions listed in the CAP allow for the local
government to make, at a minimum, the actuarially determined contribution (ADC) payment for pension
plans and/or the retiree health care premium payment, as well as the normal cost payment for new
hires for retirement health benefits (Sec. 4(1) of the Act, MCL 38.2804). This confirms that local
governments have linked long-term future payment expectations with revenue expectations and have
concluded that those payments are sustainable now and into the future, without additional changes to
their CAP.

If the local government cannot document that the CAP will continue to be sustainable or the Board
determines that the plan may no longer be sustainable:

o The Board may certify compliance; however, the Board will note that the local government is not on
track, as its annual payments have significantly increased. Prior to the next monitoring period, the local
government must address the change in affordability, or it may be determined noncompliant.

Certification of Compliance
Compliant: If a local government has met all published CAP monitoring criteria and satisfied all reporting
requirements:
o The Board certifies the local government is in compliance with the Act.
Compliant with Conditions: If a local government is unable to certify sustainability or determined to be
unsustainable, but all other criteria and reporting requirements are met:
o The Board certifies the local government is in compliance with conditions.
» Affordability concerns must be addressed prior to the subsequent monitoring period, to the
Board'’s satisfaction.
Noncompliant: If a local government does not meet CAP monitoring criteria or did not satisfy annual reporting
requirements:
o The Board may determine the local government noncompliant
» The local government will have 60 days to address the reasons for noncompliance.
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STATE OF MICHIGAN

GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER
DATE: September 18, 2019
TO: The Municipal Stability Board (the Board)

FROM: Community Engagement and Finance Division, Department of Treasury

SUBJECT: Receipt of Corrective Action Plan(s)

Suggested Action: The Board motions to receive the following corrective action plans, which
will be considered at their next scheduled meeting:

Fiscal Year 2017 Plans

I.  Capital Area Transportation Authority
A. OPEB, Capital Area Transportation Authority Retiree Medical Plan

Il.  Copper Country Mental Health Services Board
A. OPEB

.  City of Harper Woods
A. OPEB

IV.  City of Riverview
A. OPEB, City of Riverview Health Care Benefits

V. St Clair River Sewer and Water Authority
A. OPEB, Healthcare Plan

Fiscal Year 2018 Plans

I.  Grosse lle Township
A. OPEB, Grosse llle Township Retirement Health Benefit System

Corrective Action Plan Review: Following receipt of these corrective action plans, the
Board shall approve or disapprove each corrective action plan within 45 days. The Board will
vote on these corrective action plans at their next scheduled meeting. Corrective action plan
resubmissions that fail to materially address the reason(s) for prior disapproval, or are
withdrawn by a local government, may not be reviewed by the Board.

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury
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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: Capital Area Transportation Authority Six-Digit Muni Code: 337510
Retirement Health Benefit System Name: Retiree Healthcare Benefit Plan
Contact Name (Administrative Officer); Bradley T. Funkhouser

Title if not Administrative Officer; Chief Executive Officer

Email: bfunkhouser@cata.org Telephone Number: (517) 999-2532

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. 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 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 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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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.
(il) 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.

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
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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.

See attached memorandum.

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.

See attached memorandum.

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.

See attached memorandum.

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.

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.

See attached memorandum.

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.

See attached memorandum.

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

See attached memorandum.

5. CONFIRMATION OF FUNDING

Please check the applicable answer:

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

1 No
If No, Explain:

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

Attachment — | This Corrective Action Plan (Required)

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

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).

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

[1 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

Attachment - 7a Other documentation, not categorized above

7. LOCAL UNIT OF GOVERNMENT’S ADMINISTRATIVE OFFICER APPROVAL OF CORRECTIVE
ACTION PLAN :
| Bradley T. Funkhouser , as the government’s administrative officer (enter title)
Chief Executive Officer (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 %fw Date g Jé 20/ ,7
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COPPER COUNTRY MENTAL HEALTH SERVICES

k SERVING BARAGA, HOUGHTON, KEWEENAW & ONTONAGON COUNTIES
ptember 9, 2019

Michigan Department of Treasury
Local Retirement Reporting
Municipal Stability Board

Corrective Action Plan for retirement Health Benefit Systems

Re: Muni Code 077501

Dear Stability Board:

The Copper Country Mental Health Services Board August 28, 2019 meeting did not have
a quorum, thus no action was taken on the revised CAP. The next board meeting will be on
September 25,2019 with minutes to be approved at the Oct 30,2019 meeting. Steps taken
to achieve compliance are:

1. In August 2019, a Trust Account for OPEB was established with a local financial
institution. Assets totaling $ 1,500,000.00 in certifications of deposit have been transferred

into the account. An additional $ 100,000 in cash will be transferred on August 22, 2019

2.The policy was changed in 2010 to limit eligibility to staff hired before December 31, 2010
resulting in a decrease of 67 participants.

3. As of September 30, 2018, the local unit has an uhrestricted fund balance/net position of
$ 4,157,260 net of the OBEB liability

If you have any questions, please contact me at 906-483-5515 or sserafini@cccmh.org.

Sincerely,

sl Aol

Susan D Serafini
Finance Director

Houghton County Keweenaw County Baraga County Ontonagon County Training & Prevention
RICE MEMORIAL CENTER CALUMET (CLK) CENTER BARAGA CO CENTER ONTONAGON CO CENTER THE INSTITUTE

901 W. Memorial Drive 56938 Calumet Avenue 15644 Skanee Road 515 Quartz Street 900 West Sharon Avenue
Houghton, M1 49931 Calumet, M1 49913 L'Anse, MI 49946-9003 Ontonagon, MI 49953 Houghton, M1 49931

(906) 482-9400

(906) 337-5810 (906) 524-5885 (906) 884-4804 (906) 482-4880

Fax: (906) 482-9794 Fax: (906) 337-2108 Fax: (906) 524-5866 Fax: (906) 884-4856 Fax: (906) 482-7657



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: Grosse lle Township Six-Digit Muni Code: _821030
Retirement Health Benefit System Name;_Grosse fle Township Retirement Health Benefit System

Contact Name (Administrative Officer);_Ann M. Darzniek
Title if not Administrative Officer: _Finance Director

Email: annd@grosseile.com Telephone: (734)676-4422

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 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 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. [0(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.
(i1} 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 |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 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 fanuary 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,

See attached

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, 20186, 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.

See attached

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.

See Attached

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. Piease 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.

Continue to monitor retiree health care costs

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.

Continue same methods to fund trust as stated above

[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-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) Township of Grosse lle
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”.

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)

Naming Convention Type of Document
|
\

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. resclution, ordinance)

[1 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 |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 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, _Ann M. DArzniek , as the government’s administrative officer (insert 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 (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:

The ARC for all of the retirement healthcare systems of _Township of Grosse lle (Insert
local unit name) will be less than 12% of the local unit of government’s annual governmental fund revenues by
Fiscal Year 2019 as demonstrated by required supporting documentation listed in section 6.

Signature _Q,( 120 i)_/\jm Date Q" /) - ’q
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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: City of Harper Woods Six-Digit Muni Code: 822150
Retirement Health Benefit System Name: City of Harper Woods

Contact Name (Administrative Officer):; Joseph Rheker

Title if not Administrative Officer: City Manager

Email:_jrheker@harperwoods.net Telephone:_(313) 343-2505

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 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 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.

See Attachment 2a

[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.

[] 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 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
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.

See Attachment 2a

[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 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) City of Harper Woods
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

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 |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 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, _Joseph Rheker , as the government's administrative officer (insert title)

City 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 (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:

The ARC for all of the retirement healthcare systems of _City of Harper Woods (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 demonstrated by required supporting documentation listed in section 6.

M G ——
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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.

1. MUNICIPALITY INFORMATION

Local Unit Name: City Of Riverview Six-Digit Muni Code: 822240
Retirement Health Benefit System Name: City of Riverview Retiree Health Care Benefits

Contact Name (Administrative Officer); Douglas W. Drysdale

Title if not Administrative Officer; City Manager
Email: ddrysdale@cityofriverview.com Telephone Number: (734) 281-7402

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 [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 [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 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 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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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.

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
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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.

- City of Riverview retirees get taken off City Blue Cross Blue Shield plans, once they turn 65 years old, and 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 of 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.

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

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

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

- 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 the two most recently negotiated union contracts, require eligible employees to contribute a portion
of wages for other post employment benefit expenses.

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 City of Riverview has kept current on a "pay as you go" method.

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.

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.
- The City of Riverview plans to continue negotiating language that changes the age at which an employee can start receiving retires
medical benefits, from 55 to 60, into all collectively bargained contracts.

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.

[[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 I3.

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 Riverview

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:
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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 (Required)

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

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

[1 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).

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

1 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

[ Attachment — 7a Other documentation, not categorized above
7. LOCAL UNIT OF GOVERNMENT’S ADMINISTRATIVE OFFICER APPROVAL OF CORRECTIVE
ACTION PLAN
| Douglas W. Drysdale , as the government’s administrative officer (enter title)
City 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.

Signatureh@ Lf‘b ,bhvo 0 Date 8-272-40 (18
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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: St. Clair River Sewer and Water Authority ~ Six-Digit Muni Code: 747520
Retirement Health Benefit System Name:_Healthcare Plan

Contact Name (Administrative Officer):_Cynthia Paparelli

Title if not Administrative Officer: East China Township Manager

Email: Cindy@eastchinatownship.org Telephone: (810) 765-8879

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.
(ii) 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.

] 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.

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 I3.

The information provided on the Form 5572 from the 2017 audit used contribution data and calculation of funding
under previous GASB guidelines. The updated calculation of the Net OPEB Liability was presented on a cost-sharing
basis with the Charter Township of East China and was 50% funded at the end of 2018 as indicated on Attachment
2a.

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.

[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 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) St. Clair River Sewer and Water
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 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 (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)

[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 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 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, _Cynthia Paparelli , as the government’s administrative officer (insert title)

East China Township 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 _Healthcare 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:

[J 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 Cyuethia Paparelle Date 08/28/2019
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MUNICIPAL STABILITY BOARD
RESOLUTION 2019-26

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
September 18, 2019



Municipal Stability Board Appendix A, August 21, 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 defined
Green meets CAP Criteria Status 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 actions
Red does not meet CAP Criteria Legal/Feasible 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
Underfunded Treasury
# Local Unit Municode System Type Date Received i Legal/Feasible Affordable Recommendation Corrective Action Plan Link
1 Alpena County Road Commission 040100 OPEB 8/21/2019 Partial Partial Yes Yes Approve Alpena County Road Commission-Pension
2 Blackman Charter Township 381010 OPEB 7/17/2019 Partial Partial Yes Partial Approve Blackman Charter Township-Pension
3 Village of Capac 743010 OPEB 7/17/2019 Yes Yes Yes Yes Approve Village of Capac-Pension
Pension-Public
4 City of Highland Park 822160 Safety 7/17/2019 Partial Partial Yes Partial Approve City of Highland Park-Pension-Public Safety
Pension-General City of Highland Park-Pension-General
5 City of Highland Park 822160 7/17/2019 Partial Partial Yes Partial Approve Hst L :
Employees Employees
Pension-Police City of Highland Park-Pension-Police and
6 City of Highland Park 822160 ) 7/17/2019 Partial Partial Yes Partial Approve . Y iBhar
and Firemen Firemen
7 losco County Road Commission 350100 OPEB 7/17/2019 Yes Yes Yes Yes Approve losco County Road Commission-Pension
Martha T. Berry Medical Care Facility-
8 Martha T. Berry Medical Care Facility 507568 Pension 7/17/2019 Yes Yes Yes Yes Approve Peisioi Y icalare raclity
Martha T. Berry Medical Care Facility-
9 Martha T. Berry Medical Care Facility 507568 OPEB 7/17/2019 Yes Yes Yes Yes Approve ——— v Y
10 Monroe Community Mental Health 587515 OPEB 7/17/2019 Yes Yes No Yes Disapprove Monroe Community Mental Health-Pension

11  Shiawassee Council on Aging 787533 Pension 7/17/2019 Yes Yes Yes Yes Approve Shiawassee Council on Aging-Pension



http://www.michigan.gov/documents/treasury/040100_Alpena_County_Road_Commission_-_ACRC_OPEB_-_SECOND_2017_CAP_-_Form_5597_665688_7.pdf
http://www.michigan.gov/documents/treasury/381010_Blackman_Charter_Township_-_Retiree_Health_Care_-_SECOND_CAP_2017_-_Form_5597_665689_7.pdf
http://www.michigan.gov/documents/treasury/743010_Village_of_Capac_-_MERS_of_Michigan_OPEB_2018_Waiver_-_For_m_5597_665690_7.pdf
http://www.michigan.gov/documents/treasury/822160_City_of_Highland_Park_-_Public_Safety_Retirement_System_-_SECOND_CAP_2017_-_Form_5598_665691_7.pdf
http://www.michigan.gov/documents/treasury/822160_City_of_Highland_Park_-_General_Employees_Retirement_System_-_SECOND_CAP_2017_-_Form_5598_665692_7.pdf
http://www.michigan.gov/documents/treasury/822160_City_of_Highland_Park_-_General_Employees_Retirement_System_-_SECOND_CAP_2017_-_Form_5598_665692_7.pdf
http://www.michigan.gov/documents/treasury/822160_City_of_Highland_Park_-_Police_and_Fire_Retirement_System_-_SECOND_CAP_2017_-_Form_5598_665693_7.pdf
http://www.michigan.gov/documents/treasury/822160_City_of_Highland_Park_-_Police_and_Fire_Retirement_System_-_SECOND_CAP_2017_-_Form_5598_665693_7.pdf
http://www.michigan.gov/documents/treasury/350100_Iosco_County_Road_Commission_-_Retiree_Health_Care_Plan_-_SECOND_2017_CAP_-_Form_5597_665697_7.pdf
http://www.michigan.gov/documents/treasury/507568_Martha_T_Berry_MCF_-_Macomb_County_Employees_Retirement_System_MCERS_-_2017_CAP_-_Form_5598_665694_7.pdf
http://www.michigan.gov/documents/treasury/507568_Martha_T_Berry_MCF_-_Macomb_County_Employees_Retirement_System_MCERS_-_2017_CAP_-_Form_5598_665694_7.pdf
http://www.michigan.gov/documents/treasury/507568_Martha_T_Berry_MCF_-_Macomb_County_Employees_Retirement_System_MCERS_-_2017_CAP_-_Form_5597_665695_7.pdf
http://www.michigan.gov/documents/treasury/507568_Martha_T_Berry_MCF_-_Macomb_County_Employees_Retirement_System_MCERS_-_2017_CAP_-_Form_5597_665695_7.pdf
http://www.michigan.gov/documents/treasury/587515_Monroe_Community_Mental_Health_Authority_-_Defined_Benefit_Healthcare_Plan_-SECOND_2017_CAP_-_Form_5598_665699_7.pdf
http://www.michigan.gov/documents/treasury/787533_Shiawassee_Council_on_Aging_-_2017_CAP_-_Form_5598_665701_7.pdf

Treasury Recommendation

Alpena County Road Commission OPEB Corrective Action Plan (CAP)

Non-Primary Unit 040100

Name of | Type of Assets Liabilities Fund_ed ADC Revenues ADC/Revenue CI'.\P
Systems | System Ratio required?
MERS Pension | $9,185,718 | $12,427,308 | 73.9% | $352,368 5.6% NO
6,339,188
ggég OPEB SO $865,216 0.0% | $132,138 26,339, 2.1% YES
Total $9,185,718 | $13,292,524 $484,506 | $6,339,188 7.6%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Alpena County Road

Commission, which was received by the Municipal Stability Board (the Board) on 8/21/2019. 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 The Alpena County Road Commission will create a qualified trust in 2019 with MERS.

Medicare reimbursement was capped for retirees at $96.40 per month and eliminated
for employees hired after 11/1/10.

e Plan Funding:

Two options are being considered at this time: 1. One-time trust investment of

$180,000 which would give us the 40% funded status or 2. An annual contribution of

$20,000 over a period of 5 years in a qualified trust with a higher discounted rate.
e Other Considerations:

o The information that was used on Form 5572 was from our 2015 Actuarial. | have

attached a copy of the valuation report that was completed in March of 2019 for the

year ending December 31, 2018.

Prospective Changes:

e Modern Plan Design:

O

Benefit levels of the refined membership have been changed to reduce long-term
liability and are biased on current Collective Bargaining Agreement effective November

1,2017.

e Plan Funding:

o The Alpena County Road Commission will continue to pay the annual retirees monthly
Medicare reimbursement of $96.40 per retiree as well as the fund the qualified trust.

e Other Considerations:

O

Provided an updated actuarial valuation report.

System Status for All Divisions: CLOSED




Treasury Recommendation
Alpena County Road Commission OPEB Corrective Action Plan (CAP)
Non-Primary Unit 040100

Plan size: members 37

e Inactive employees or beneficiaries currently receiving benefits: 25
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 12

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.

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:

o 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 2023;
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:

Included extensive projection and individual employee service and retirement ages, and cost
projection.This projection includes an updated total OPEB Liability, which is significantly less than the
number reported in their 2017 audit. There were two funding proposals listed as options, the first of
which was to make a 1 time contribution of $180,000, which based on the updated OPEB liability, would
exceed 40% funded. The other option was to make 5 annual contributions of $20,000 to a trust. This
alone would not allow the system to exceed 40% funded, but with the interest earned from the trust, it
may eventually exceed 40% funded. However, by using a discount rate other than the risk-free
municipal bond rate, it may understate the future liabilities.



Treasury Recommendation
Alpena County Road Commission OPEB Corrective Action Plan (CAP)
Non-Primary Unit 040100

Summary Recap of Calculations

Total benefits to be paid, current dallars 961,301
Total benefits to be paid, future dollars 849,893
Total benafits ta be paid, discounted 683,843
Taotal benefits earned, allocated over warking lifetime 683,843 Agree
Total wages to be paid, current dallars 20,869,714
Total wages to be paid, future dollars 19,370,046
Total contributicns expected to be paid to trust -
Truwst fund, years with positive balance -
Trust fund, years without positive balance 93
Total OPEE liablity before probability reductions 404,693
Probability reductions (703)
Total OPEE liablity 403,920
Fiduciary net position of GPEB trust =
Met OPEE liahility 403,990
Average remaining service life of plan participants 3
Total Fiduciary Met
OPEB Met OPER
__ Lizbility Position Liability

Balances, beginning of vear 416,772 - 416,772
Changes for current year:

Service cost 4,841 - 4,841

Interest 14,189 - 14,189

Changes in benefits - . g
Differences in experienca 2 = h
Emplover contributions - 31,812 (31,812)
Employee contributions - “ 2
Net investment income 2 = 5
Benefit payments (31,812) (31,812} a
Administrative expense - - -
Met changes {12,782) = {12,782}
Balapces, end of year 403,990 5 403,990

The Community Engagement and Finance Division (CEFD) contact:

e None Noted.



Treasury Recommendation

Blackman Charter Township OPEB Corrective Action Plan (CAP)
Primary Unit 381010

Name of | Type of Assets Liabilities Fund.ed ADC Revenues ADC/Revenue C.?P
Systems System Ratio required?
MERS Pension | $7,724,042 | $12,377,473 62.4% $312,369 5.4% NO
5,795,256
OPEB OPEB SO $14,711,775 0.0% $861,285 »5, ! 14.9% YES
Total $7,724,042 | $27,089,248 $1,173,654 20.3%

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Blackman Charter

Source: Retirement Report 2017, Audited Financial Statements

Township, which was received by the Municipal Stability Board (the Board) on 8/21/2019. 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

Effective 1/1/2014 for non-union and 4/1/2014 for union employees and retirees wil

contribute 20% of the total annual costs of health insurance premiums.
Effective 5/12/14 allowed retirees to opt out of group health insurance and receive 50%
of the Township's cost of providing such insurance coverage.

Plan Funding:

o None Listed.
Other Considerations:

o None Listed.

Prospective Changes:

Modern Plan Design:

o None Listed.

Plan Funding:

o The Township approved a resolution to contribute $100,000 annually to the MERS

RHFV. Future premium payments will not be funded from this trust.
Other Considerations:

o None Listed.

System Status for All Divisions: OPEN

Plan size: members 86

Inactive employees or beneficiaries currently receiving benefits: 44
Inactive employees entitled to but not yet receiving benefits: 0

Active employees: 42




Treasury Recommendation
Blackman Charter Township OPEB Corrective Action Plan (CAP)
Primary Unit 381010

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 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 2047;
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.

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, there is not projection of normal
cost payment amounts for new hires after 6/30/2018.

Supplemental Information:

The local government provided an actuarial projection using a 3% discount rate and 5% assumed rate of
return documenting that they would reach 40% funded by 2047. While this projection does show the
local government reaching 40% funded, since the system is still open to new hires, it may have increased
volatility that will need to be monitored. The analysis also shows that the total annual contribution
increases from $559,531 to $1,041,067, an average annual increase of approximately 3% over the life of
the plan. Additionally, PA 202 requires the normal cost to be paid for all new hires after 6/30/2018. This
payment was unable to be verified from the submitted documentation. Based on this calculation,
required annual contributions may increase.



31-Dec liability

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047

16,779,252
17,150,645
17,502,409
17,821,239
18,129,635
18,413,441
18,667,493
18,898,184
19,087,379
19,258,231
19,397,232
19,501,561
19,581,537
19,606,299
19,589,668
19,524,621
19,445,513
19,387,871
19,255,447
19,047,380
13,820,021
18,535,281
18,217,543
17,861,702
17,479,820
17,093,406
16,664,291
16,213,914
15,743,073

Treasury Recommendation
Blackman Charter Township OPEB Corrective Action Plan (CAP)
Primary Unit 381010

Blackman Charter Township
2019 funding projection (based on December 31, 2017 actuarial valuation)

Assets

116,601
223,014
335,280
453,720
578,675
710,502
849,580
996,306

1,151,103

1,314,414

1,486,707

1,668,476

1,860,242

2,062,555

2,275,996

2,501,175

2,738,740

2,989,371

3,253,786

3,532,744

3,827,045

4,137,533

4,465,097

4,810,677

5,175,265

5,559,904

5,965,699

6,393,812

6,845,472

Discount
3.00%

Return
5.50%

Contribution +Benefit payments

116,601
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000

442,930
462,689
488,227
493,864
515,669
535,945
552,494
586,502
598,104
622,344
651,736
672,373
723,150
753,032
792,062
797,709
769,032
817,488
865,975
854,309
879,965
897,088
919,698
928,165
914,062
939,169
942,795
945,633
941,067

The Community Engagement and Finance Division (CEFD) contact:

None Noted.

=total contribution

559,531
562,689
588,227
593,864
615,669
635,945
652,494
626,502
698,104
722,344
751,736
772,373
823,150
853,032
892,062
897,709
869,032
917,488
965,975
954,309
979,965
997,088
1,019,698
1,028,165
1,014,062
1,039,169
1,042,795
1,045,633
1,041,067

funded

percent

0.7%
1.3%
1.9%
2.5%
3.2%
3.9%
4.6%
53%
6.0%
6.8%
7.7%
8.6%
9.5%
10.5%
11.6%
12.8%
14.1%
15.4%
16.9%
18.5%
20.3%
22.3%
24.5%
26.9%
29.6%
32.5%
35.8%
39.4%
43.5%



Treasury Recommendation
Village of Capac OPEB Corrective Action Plan (CAP)
Primary Unit 743010

Name of
Systems

Type of

System

Assets

Liabilities

Funded
Ratio

ADC

Revenues

ADC/Revenue

CAP
required?

MERS

Pension

$625,901

$2,586,540

24.2%

$62,094

The
Village of
Capac
OPEB
Plan

OPEB

S0

$1,815,072

0.0%

$150,175

$1,156,142

5.8%

NO

13.0%

YES

Total

$625,901

$4,401,612

$212,269

$1,156,142

20.6%

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Village of Capac,

which was received by the Municipal Stability Board (the Board) on 8/19/2019. If approved by the

Source: Retirement Report 2018, Audited Financial Statements

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

Switched the Retirees to the Mercer Health exchange; giving the retiree's a monthly

stipend.

Plan Funding:

O

Established MERS Retiree Health Funding Vehicle in May 2019, and will be making a

$20,000 annual contribution.
Other Considerations:

O

Eliminated the defined benefit for all full time, new hires.

Prospective Changes:

System Status for All Divisions: CLOSED

Modern Plan Design:

o The Village council made the motion to change to Mercer 365

Plan Funding:

O

Contributing annual $20,000 payment to health trust until 2042.

Other Considerations:

O

None Listed.

Plan size: members 9

Inactive employees or beneficiaries currently receiving benefits: 8
Inactive employees entitled to but not yet receiving benefits: 0

Active employees: 1




Treasury Recommendation
Village of Capac OPEB Corrective Action Plan (CAP)
Primary Unit 743010

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 internal analysis/actuarial projection/

actuarial valuation found in the corrective action plan within a reasonable timeframe.
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:

The Local government provided an actuarial projection showing that they are anticipated to reach 40%
funded in 2042. Additionally, the projections shows the annual employer contribution will increase by
approximately 58% from 2019 to 2037, or roughly 3.2% per year.



Treasury Recommendation
Village of Capac OPEB Corrective Action Plan (CAP)

Primary Unit 743010

Village of Capac

2019 funding projection {based on June 30, 2018 actuarial valuation)

30-Jun liability

2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042

1,815,072
1,831,608
1,849,521
1,867,997
1,886,824
1,506,015
1,925,673
1,945,716
1,966,262
1,989,480
2,013,474
2,038,240
2,063,792
2,090,169
2,117,452
2,080,743
2,039,901
1,994,898
1,946,124
1,893,277
1,836,712
1,780,685
1,722,000
1,661,076
1,600,561

Aszets
0
20,000
40,600
61,818
83,673
106,183
129,368
153,249
177,847
203,182
229,278
256,156
283,891
312,356
341,726
3714978
403,138
435,232
468,289
502,337
537407
573,530
610,736
649,058
088,529

Discount
3.00%

Return
3.00%

Contribution +Benefit payments

20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000

63,769
63,694
64,485
65,525
66,589
67,588
68,709
69,751
68,700
(0,625
70,608
71,631
72,668
73,686
98,762
101,749
104,642
107,027
109,599
111,701
109,498
110,460
110,933
108,728
108,074

The Community Engagement and Finance Division (CEFD) contact:

None Noted.

=total contributiaon
83,769
B3,6094
B4,485
B5,525
86,589
A7,588
28,709
29,751
33,700
H8 625
90,608
91,631
92.668
93,686
118,762
121,749
124,642
127,027
129,599
131,701
129,498
130,460
130,933
128,728
128,074

funded
percent
0.0%
1.1%
2.2%
3.3%
4.40%
5.6%
6.7%
7.9%
3.0%
10,2%
11.4%
12.6%
13.8%
14.9%
16.1%
17.8%
19.8%
21.8%
24.1%
26.5%
29.3%

32.2%
35.5%

39.1%
43.0%



Treasury Recommendation
City of Highland Park Public Safety Pension Corrective Action Plan (CAP)

Primary Unit 822160

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
General | oo con | $230.925 | $6.173.544 | 2.0% | $872,000 Yes
Employees
::g;c Pension | $652,623 | $31,847,236 | 3.7% | $4,032,000 32.6% Yes
PoIicZand 516,874,119

. Pension | $295487 | $4,052,265 | 7.3% | $594,000 Yes
Firemen
Retiree OPEB ) $24,087,834 | 00% | $557,966 3.3% No
Medical
Total $1,179,035 | $66,160,879 $6,055,966 | $16,874,119 35.9%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the Public Safety pension corrective action plan submitted by City
of Highland Park, which was received by the Municipal Stability Board (the Board) on 8/21/2019. 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 planis closed to new hires.

e Plan Funding:
o None Listed.

e Other Considerations:

o On October 30, 2014 the City was ordered a consent judgment levy, which required the
City to levy annually an amount necessary to fund the expected benefit payments
needed to participants within the plan. This gives the plan a dedicated source of
revenue to ensure all benefits will be paid in their entirety each year. Please see
attached for the Order of Consent and Writ of Mandamus in their full corrective action
plan.

Prospective Changes:

e Modern Plan Design:

o None Listed.

e Plan Funding:

o An analysis was performed indicating that the City could provide an additional $210,000
annually to achieve a 60% funding ratio by 2035, which would be sustainable and
feasible. Providing this in addition to the dedicated levy revenue for of current benefit
payments would allow for sustainability in the City's pension funds.

e Other Considerations:

o The City's actuary performed a study on the assumptions and calculation of the
Actuarially Determined Contribution, and provided a report dated July 19, 2019 in which
the amortization period was changed from an 8 year open amortization to a 20 year
closed amortization, which allows the system to reach over 60% funding by 2035.




Treasury Recommendation
City of Highland Park Public Safety Pension Corrective Action Plan (CAP)
Primary Unit 822160

System Status for All Divisions: CLOSED

Plan size: members 69

e Inactive employees or beneficiaries currently receiving benefits: 61
e Inactive employees entitled to but not yet receiving benefits: 4
e Active employees: 4

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 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 a 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 2035;
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.

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 the plan’s annual required contribution as a percentage of general
fund operating revenues is 35.9%. This reflects a significant portion of the local
government’s budget.

Supplemental Information:

The City of Highland Park provided an anlalysis that documents the projected funding status when using
an updated amortization schedule of a closed 20 year schedule. This accounts for an additional $210,000
to be contributed from the general fund to pay the ADC, which would be combined with the court levied
judgement levy that is responsible for funding the annual benefit payment. Using this projection based



Treasury Recommendation

City of Highland Park Public Safety Pension Corrective Action Plan (CAP)

Primary Unit 822160

on the increased contirubtions above the benefit payment amount along with decreasing liabilities, the
Public Safety Pension system is projected to be 60% funded in approximately 2035. This projection
shows the consent judgement amount to remain constant throughout the plan.

Public Safety Retirement

A ] €=F-D D E (C+D) F G H I1=F-G-H

210,000
Total Revenues
Calendar Year Appropriatad to Actuarially Highland Park Net Ravenues After
Beglnning Dedicated Revenue General Fund Pansion Determined Projected Benefit  Estimated Normal | Benefit Payments
Year lanuary 1 [udpment Lewy) [1]  Contribution [2] Expendituras Contribution [3] Paymants [4] Cest and Normal Cast

1 1018 1,985,113 210,000 2,195,113 2,195,113 2,000,335 93,350 101,428
1 1019 1,989,330 210,000 2,199,390 2,198,330 1,977,442 97.750 124,188
El 1020 1,989,390 210,000 2,199,390 2,199,390 1,963,085 97.760 138,545
4 1011 1,989,390 210,000 2,198,380 2,199,390 1,344,337 97,750 157,293
5 2022 1,389,350 710,000 2,199,350 2,195,350 1,921,724 97,760 179,906
& 2023 1,989,390 210,000 2,199,350 2,195,390 1,396,423 97,760 205,207
7 2024 1,589,390 210,000 2,199,390 2,199,390 1,875,592 97,760 226,018
8 1025 1989390 710,000 2,199,390 2,189,350 1,848,474 97,760 253,156
E 06 1,989,390 210,000 2,199,390 2,195,390 1,817,531 97,760 284,099
10 07 1,969,330 210,000 2,198,390 2,199,390 1783088 87,760 318,531
1 1028 ) 1,989,330 210,000 2,189,390 2,159,350 1,783 088 97,760 318,531
12 2029 1,989,330 210,000 2,199,390 2,199,390 1,743,059 97,760 318,531
13 1030 | 1,885,390 210,000 2,195,390 2,189,390 | 1,476,217 97,760 624,713
14 2031 o 1,588,330 210,000 2,199,390 2,199,390 1,476,917 97,760 624,713
15 2032 1,989,390 210,000 2,199,350 2,199,390 1476517 97,760 624,713
16 L B 1,988,390 110,000 2,199,330 2,199,390 | 1,475,917 97,760 624,713
17 034 1,989,330 210,000 2,180,380 1189390 | 1,476,917 97,760 624,713
18 | 203s 1,985,330 210000 2,199,390 2,199,330 1166050 57,760 835,580
19 | 2038 1,989,330 210,000 2,185,330 2,199,390 | | 1,186,050 97,760 935,580
20 037 B 1,988,390 210,000 2,199,390 2,199,390 |  1,166/050 97,760 935,580
21 2038 1,166,050 11,166,050
22 2039 1,166,050 [1,166,050
13 1040 B3R358 {838,398
24 2041 835,398 (838,398
25 2042 838,398 (838,358
16 2043 338,308 (838,398
27 2044 338,398 {838,398
28 2045 543,362 {548,362
19 2046 544,362 {548,362,
30 2047 548,362 (548,362
i1 1048 543,367 (548,362,
31 1048 548,352 {548,362
33 2050 321,008 (311,008
34 2051 321,008 (321,008
a5 2082 321,008 (321,028
36 2053 311,008 (321,028,
17 2054 371018 (321,028
38 2055 175,754 (175,754
39 2056 175,754 [175,754]
40 2057 175 754 {175.754]
a1 2058 175,754 (175,754]
42 2059 175,754 |175,754)
43 2060 91,568 {91,5568]
a4 2061 ~ [ 81,568 {81,558)
45 2052 91,568 ~ {91,558)
45 2053 - =) 51,568 {51,558)
47 2064 91,568 191.558)
39,783,523 4,200,000 43,583,523 43,983,523 45,684,625 1,950,790 {3,651,892)

111 Amaunte thawn in the dedicatod rovsmua ealimn chnw the mreessds frmm tha snmeant Sisdmmrmamt luinr sk aeemne She smmemmeliaes wmmsms b builasd am sl fihs 8 6 seos s tho o



Treasury Recommendation
City of Highland Park Public Safety Pension Corrective Action Plan (CAP)
Primary Unit 822160

ystem
I = Prior Lz 1633 K=l Lui+k M Wh-L DG P = LM
L50% 3.2
A Conmrags
Fatio of Danefit
Daposit to FSRE  Assats APwr Depesit  Total Peaidsn Faymests Far Eaih
Rasets Aasets il PARS Assets Lisbiiry [£] Unfanded Lishiity Tear Funding Percentage
34,481 101,438 [ 31 681,208 31,055,318 FEIT 182%
641,518 124,183 TS, 726 20,153,617 0,107,801 0.3 2630
_ TRLBES LIRSS 414 28,109,091 27,185,676 QATe [T
244 500 157,39 1,963,753 17,045 457 35,941, T a47n 4
1151 888 15“ !IJ-EH-I EIEEIG ll_-liialil] 0 6dx LT
L3407 205,207 1,549,283 J4ETSED 10,328,540 Qiin [T
L Loy RIEOME LE14058 WFIRAFT  2861AT4 097 7.
1,559,404 153,156 2,112,560 12660688 11dx a3
1,168 184,009 2,449,471 21,537,315 13,087,342 4% 1.5
1500780 }1E.531 830,241 10,408 578 17,575,757 153 13
A8 ATS I1e in 8 I1R 504 13,278 956 16,060,453 fdlx 16
0 s 118,531 3617437 1511178 14,605,290 1.00x 19.4
. 1700904 £14,713 A 303 a7 15505305 12576458 adk 00 A
i A4S0 k24,713 S 0E5ETE IBATIAeE 0 WMTaEl 0000 Ak 3171
192308 £14.713 58178 15007720 9130689 EEL Ty
§ 961 457 B2 713 5587, 170 §4,01 § O T3 AED d sl ﬂm"_
£751.549 24,713 TIPE562 13,883 487 Bs0% 624 49w SE.EI% .
7,560,976 $95580 2 @496%sS 11,921,009 3,424,453 7.Hm
__ _&Joaam 335,560 2644330 11,138,432 1491881 B1Tu
L B .- L 1 [ 5.8 T
11,081,775 {166,050 5,935,725 8,480,153 (4345 [
10,171,848 _[Liea.osn) 2007 &R 8,625,510 {37 1.7 104
8,233 034 (A28 358} B IBLELS 1.735,8% {655,724 100k 10A
RS04, 48] (435, 398] 7. 765 081 114,109 mr.mi .36 =)
1,560,205 |a38358  7,170837 £.538,881 it nﬁ
7,299,883 {838,298 6,851,485 3,909,315 108,
b faa 0 {38 158) 3, T84 B34 3,260,003 flec)
5,519,340 (588,357 5 3E0ATE 4589907 1172
5515400 LERAEY A 967,000 4,188,453 118 50)
£.091,214 [EEH 454285 LTrAn 1309
4856423 {48362 4 b pel 346,531 :
4,210,753 {548 357) 3867 401 1,805,358
1,750,843 {132,636 243 3,488 355
3,518,756 [T 3,197,738 i207.233
3ITIET =] 1956641 1,956,236
3,030,559 {320,008 3309 511 1, EHE 437
1,7T7.3%0 [(J3L.EH0 1,486,343 1,433,728
2,517,648 (275 754) 2,341,834 1156547
1,800,441 (473,754 12310647 L017,792
2 (175 TEH 208 20 IO
1,157,164 [175,754) 1,083 410 726,801
9ag [175,754) 1,05%5,191 574,344
1 1504,571 (91.568) 1,810,000 415,571
1453155 {81 250} 1,763,585 338744
m_ {91.558) 1,715,308 250084
1,759,114 {91.345) 1667 516 __1agos
1709.115 {90 558) 1,617,667 88,729

o

The Community Engagement and Finance Division (CEFD) contact:

e None Noted.




Treasury Recommendation
City of Highland Park General Employees Pension Corrective Action Plan (CAP)
Primary Unit 822160

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
General | oo con | $230.925 | $6.173.544 | 2.0% | $872,000 Yes
Employees
::g;c Pension | $652,623 | $31,847,236 | 3.7% | $4,032,000 32.6% Yes
PoIicZand »16,874,119

. Pension | $295487 | $4,052,265 | 7.3% | $594,000 Yes
Firemen
Retiree OPEB ) $24,087,834 | 00% | $557,966 3.3% No
Medical
Total $1,179,035 | $66,160,879 $6,055,966 | $16,874,119 35.9%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the General Employees’ pension corrective action plan submitted
by City of Highland Park, which was received by the Municipal Stability Board (the Board) on 8/21/2019.
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 planis closed to new hires.

e Plan Funding:
o None Listed.

e Other Considerations:
o On October 30, 2014 the City was ordered a consent judgment levy, which required the
City to levy annually an amount necessary to fund the expected benefit payments
needed to participants within the plan. This gives the plan a dedicated source of
revenue to ensure all benefits will be paid in their entirety each year. Please see
attached for the Order of Consent and Writ of Mandamus in their full corrective action
plan.

Prospective Changes:

e Modern Plan Design:
o None Listed.

e Plan Funding:

o An analysis was performed indicating that the City could provide an additional $20,000
annually to achieve a 60% funding ratio by 2026, which would be sustainable and
feasible. Providing this in addition to the dedicated levy revenue for of current benefit
payments would allow for sustainability in the City's pension funds.

e Other Considerations:

o The City's actuary performed a study on the assumptions and calculation of the
Actuarially Determined Contribution, and provided a report dated July 19, 2019 in which
the amortization period was changed from an 8 year open amortization to a 10 year
closed amortization, which allows the system to reach over 60% funding by 2026.




Treasury Recommendation
City of Highland Park General Employees Pension Corrective Action Plan (CAP)
Primary Unit 822160

System Status for All Divisions: CLOSED

Plan size: members 53

e Inactive employees or beneficiaries currently receiving benefits: 52
e Inactive employees entitled to but not yet receiving benefits: 1
e Active employees: 0

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 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 a 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 2026;
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.

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 the plan’s annual required contribution as a percentage of general
fund operating revenues is 35.9%. This reflects a significant portion of the local
government’s budget.

Supplemental Information:

The City of Highland Park provided an anlalysis that documents the projected funding status when using
an updated amortization schedule of a closed 10 year schedule. This accounts for an additional $20,000
to be contributed from the general fund to pay the ADC, which would be combined with the court

levied judgement levy that is responsible for funding the annual benefit payment. Using this projection
based



Treasury Recommendation
City of Highland Park General Employees Pension Corrective Action Plan (CAP)
Primary Unit 822160
on the increased contirubtions above the benefit payment amount along with decreasing liabilities, the
General Employees Pension system is projected to be 60% funded in approximately 2026. This
projection shows the consent judgement amount to remain constant throughout the plan.

General Employees Retirement
A 8 C=F-D [ E(C+D) F [ H 1=F-G-H
110,000
Total Rewwrue
Calendar Year Appropristed ta Actusrislly Highland Park Mot Ravares Aftar
Baginning Dedicated Revenue ‘Ganeral Fund Peniien Determined Projecied Benefit  Estimated Banefit Pay
Year | Japuaryi | ud Lewy} [i]  Contribution [2] Espendituies Contribution [3] P ts [4] Cost and Normal Cest
1 2018 596,447 20,000 616447 BLE.847 554,114 - 22,233
z 2019 596,847 20,000 516,447 516,847 555,893 - 60,554
3 2020 596,447 20,000 E16,447 516,447 519,117 - #7230
4 2021 536,447 20,000 £16,447 516,447 484,140 . 132,207
5 2022 536,247 20,000 616,447 516,887 451,001 - 185,444
3 013 595,447 20,000 616,447 516,847 413,501 . 196946 |
7 202 556,847 20,000 _ 616,447 GLE,847 3E3.716 = 226,731 |
8 W05 596,847 20,000 | 616,447 618,847 361,593 - | ssamsal
] 025 596,247 20000 516,447 516,447 315,067 P T TT]
10| er | sesaw 0,000 616,447 ~ swsa7| | 310075 - 306372
11 2028 - 310,075 z (310,075}
12 2023 i 310,075 = {310,075}
13 2030 I 194,853 2 {194,853
14 | zem - 134,853 - {194,853)|
15 | s | 134,858 - (134.853]
16 w3 | - 184,853 . (194,853)]
v | wa | | 1sapss ] - I (massz)p
18 2035 - 110,818 . {110819)
13 2036 R 110,818 - (110819}
0 o | - 110,819 - {110819)]
T 2038 110,815 - (110,915)
12 2039 110,815 - {110,813]|
) 2040 58,052 . [58,053]
4 2041 58,053 . (58,053]
15 2042 58,053 - (58,053)
16 2043 58,053 . (58,053]) |
17 2044 [ 58,053 . [54,053)
28 2045 Y 30,128 - [20,129)
13 046 30,129 - (30, 124)|
0 047 30,128 - [30,129)
i 2048 30,129 ) [30,129]|
12 1048 = 30,128 = {30,129]|
3 050 i 17,965 - [17,965)
34 W51 5 17,865 - [17.965]|
i5 052 17,965 - [17.965]]
18 3081 17,965 = [17,965]
37 1054 17,968 - [17,965]|
18 2055 13390 - [13.2
18 1056 13,350 5 (123
0 2087 13,300 - {13,200)
41 2056 13.390 - 113,370)]
12 2059 13,350 - 113,390
A 2060 11292 - 11282
44 2061 | I ¥ - S-S N ¢ - - |
45 2062 X L - - [11,202)] |
& 2083 F Carer | e
A7 2064 11,292 - {11,292)
. 5,964,470 200,000 6.164,470 5,164,470 7,223,172 - 11,058,702]




Treasury Recommendation
City of Highland Park General Employees Pension Corrective Action Plan (CAP)

Primary Unit 822160
nt System
1= Prior Lx 1,025 K=1 L=l+K M HaM-L 0=lG P= UM
2.50% 1L.20%
Aszet Coveraps
Ratia of Benafit
Deposit to GERS  Assats Aftar Deposit  Total Panclon Paymanis For Each
Aszats [5] Assats Into GERS Assets Liability [6] Unfunded Liability Yaar Funding Parcantage
352,000 22.29 AT4,23% 5,638 826 5,264,593 063k 5.54%
333,589 50,554 44,143 & 5E8 717 4,524,564 0.8x 894%
455,246 97,230 552 476 4571833 4)019,357 1.06r 12.08%
566,288 132,207 638,455 4158518 3,500,415 144 16.64%
715,958 165,445 881,804 3849040 1,967,536 1.95x 12.90%
r 903,439 136945 1100385 3511208 2,420,524 16k 3125%
; =5 1,127,894 116,731 1354615 3.314386 1,858,761 3 48x 4214%
1,333,431 254,854 1,643 345 2.827.550 1,284,185 4.5dx 56.13%
1,584,419 281,380 1,265 578 2,659 618 683,510 5.B67x 73.91%
2,014,954 306372 2,321,326 _ 2409659 88,333 T&8x 56.33%
{1 T 2,373,359 _ [3:10975) 2,063,784 2176653 107,405 | E.6TH FE07%
ol zamois [310.075) 1,510,941 1536372 125,331 5.Bdx _ saswy
|| 1msens [132,553) L661,352 LEER1SH 26,79 B8 2 41%,
L] 1,702,836 [194,853) 1508042 1547326 39,183 1. T4n SF.A6%
o 1,545,744 1134,853) L350,891 1401888 51,097 £83  9636%|
Bl 1,384,663 [194,553) 1189810 1351938 E7,188 6.11x _ 9503%
] 1,215,555 [194,853) 1,004,702 1,097,209 7507 0 S32Ek 933%%
L 1,050,320 _[110,219) 933501 Crr L T {03 B.4Bx 10027
E 962988 1110.819) 852.169 ES5.647 4477 169 99.48%
473,474  [iina19) 762,655 773,240 10,585 6.BBx G8.63%
71,7 [110.219) 670,902 667,165 16,263 6.05x A7 63%
BAT7,675 {110,813} 575,856 598,235 5.21x 56.41%
591,277 (58,053) 533,724 505,663 519 105.24%
546,554 [(58.053) 483,501 254823 Edlx 105.0:9%
500,714 58,053 441 651 £1585 7.63x 104.98%
453,718 [58.051) 395,675 377084 E.BIx 104.93%
405 5565 {58,053) 347,513 331098 5 gay 104.96%
356,204 {30.129) 336,002 283,640 10.B2x 114.96%
334,214 (30.129) 304,095 151588 10.08n 1153.81%
311,697 (30,125) 181,558 140 A5 5. 35 116908
184,608 120,125) 138,479 J18.440 B.SHx 11833%
164,241 {30,123) 134,812 195,301 7.79x 120.23%
340,682 [17.365) N7 171427 1248 139.92%
228,285 [17.965) 210,320 158542 11.71x 132.33%
115,578 [17.365) 197,613 145,063 iix 135394
107,553 [17.565) 184,588 112,772 1037k 135.058%
189.203 [17,365) 171238 119,056 9.53K 143.83%
175519 (13,350} 162,129 104,501 12.11x 154.55%
156,142 [13.390) 152,792 34,868 11.d1ix 161.06%
156,612 {13,350) 143,222 84514 10.Tx 168474
146,802 [13.3590) 133,412 13,878 9. 5éix 1807 1%
136,748 {13.3%0) 123358 62,500 8321 196.43%
I I Y S+ 31 115150 51420 10.2x 23845
118,028 (11.292) 105,736 41714 545 255.51%
109,405 {11,297) 98,113 31818 BB O8.35%
100,556 {11.293) 3,174 11544 181x 414.37%
51,505 [11.237) 20.213 10542 7.1x 733.09%,

The Community Engagement and Finance Division (CEFD) contact:

e None Noted.



Treasury Recommendation
City of Highland Park Police and Firemen Pension Corrective Action Plan (CAP)
Primary Unit 822160

Name of Type of | Assets Liabilities Funded | ADC Revenues ADC/Revenue | CAP
Systems System Ratio required?
General | o sion | $230,025 | $6,173,5544 | 2.0% | $872,000 Yes
Employees
::ft:f Pension | $652,623 | $31,847,236 | 3.7% | $4,032,000 32.6% Yes
Polic:and »16,874,119

. Pension | $295,487 | $4,052,265 7.3% $594,000 Yes
Firemen
Retiree 0 0
Medical OPEB SO $24,087,834 0.0% $557,966 3.3% No
Total $1,179,035 | $66,160,879 $6,055,966 | $16,874,119 35.9%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the Police and Firemen pension corrective action plan submitted by

the City of Highland Park, which was received by the Municipal Stability Board (the Board) on
8/21/2019. 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 planis closed to new hires.
e Plan Funding:
o None Listed.
e Other Considerations:
o On October 30, 2014 the City was ordered a consent judgment levy, which required the
City to levy annually an amount necessary to fund the expected benefit payments
needed to participants within the plan. This gives the plan a dedicated source of
revenue to ensure all benefits will be paid in their entirety each year. Please see
attached for the Order of Consent and Writ of Mandamus in their full corrective action
plan.

Prospective Changes:

e Modern Plan Design:

o None Listed.

e Plan Funding:

o An analysis was performed indicating that the City could provide an additional $30,000
annually to achieve a 60% funding ratio by 2027, which would be sustainable and
feasible. Providing this in addition to the dedicated levy revenue for of current benefit
payments would allow for sustainability in the City's pension funds.

e Other Considerations:

o The City's actuary performed a study on the assumptions and calculation of the
Actuarially Determined Contribution, and provided a report dated July 19, 2019 in which
the amortization period was changed from an 8 year open amortization to a 7 year
closed amortization, which allows the system to reach over 60% funding by 2023.




Treasury Recommendation
City of Highland Park Police and Firemen Pension Corrective Action Plan (CAP)
Primary Unit 822160

System Status for All Divisions: CLOSED

Plan size: members 45

e Inactive employees or beneficiaries currently receiving benefits: 45
e Inactive employees entitled to but not yet receiving benefits: 0
e Active employees: 0

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 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 a 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 2023;
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.

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 the plan’s annual required contribution as a percentage of general
fund operating revenues is 35.9%. This reflects a significant portion of the local
government’s budget.

Supplemental Information:

The City of Highland Park provided an anlalysis that documents the projected funding status when using
an updated amortization schedule of a closed 7 year schedule. This accounts for an additional $30,000
to be contributed from the general fund to pay the ADC, which would be combined with the court
levied judgement levy that is responsible for funding the annual benefit payment. Using this projection
based



Treasury Recommendation
City of Highland Park Police and Firemen Pension Corrective Action Plan (CAP)
Primary Unit 822160
on the increased contirubtions above the benefit payment amount along with decreasing liabilities, the
Police and Firemen’s Pension system is projected to be 60% funded in approximately 2023. This
projection shows the consent judgement amount to remain constant throughout the plan.

Police & Fire Retirement Sy:
A ] CeF-D 1] E |C+D) F G H I=F-G-H
210,000
Tatal Revenues
Calendar Year Appropriatad to Actuarially Highland Park Mat Ravenoes After
Beginning Dedicated Ravanus Ganera| Fund Panslon Diatarmined Projected Benefit  Estimated B | | Benefit Paymaris
Year January 1 {fudgment Levy) [1]  Contribution [2] Expenditures Contributian [3] Payments [4] Cast and Mormal Cost
i 2018 539,191 20000 569,191 569,151 529,358 . 19,833
2 2019 539,191 20000 569,191 562,151 291,643 3 77,548
3 2020 538,191 30000 565,191 569,191 452,916 - 116,275
4 2021 535191 30,000 564,191 569,151 414,233 - 154,968
5 2022 539,191 30,000 569,191 569,151 376,292 - 152,899
& 2023 539,191 300000 563,191 568,191 339,634 - 229,557 |
7 2024 539,191 30,000 569,181 569,191 204 £05 3 264,506 |
3 005 | sasae 30,000 569,191 569,191 271.450 - 297,781 |
8 | s | - 220,338 - (240, 338)|_
=R m B S 211,383 - (211, 383)]
11| o T T 211383 . {201,383)| |
12 2025 o [ Y AT {211,383)] |
13 2030 - i ] 50,529 . (30,870)
14 2031 - o mgm . (90,829]
35 | e - m829 - 190,829)
16 033 w029 : [90,829)|
17 | 2084 T - 90,629 N [20,829)] |
i) s | — e 32,35 - (32,235)]
19 203 i - E@mms -  [3z,135)]
o 2037 T B 32,135 - (3z.135)] |
1 e - ] 32,135 : (32,135)
i2 2039 Jk13% - (92, 135)
13 2040 8,430 = {8,430)
24 2041 8,430 . {8,430)
5 3043 8,430 - {8,420
pl 2043 ' 3 B30 - (8,430 |
7 044 i B.430 . {8,430}
aa 045 | 1,729 . (1.729)
29 246 1,728 - {1,728)
o 2047 1,729 . {1.723),
Tl 042 1725 ; 11,729)
2 2049 ] 1,729 : {1.729)
33 2050 __'" 311 . [311))
34 2051 12 111 - {311}
5 052 111 : [311))
36 053 311 . [311)
a7 2054 1 - 1311}
38 2055 13 ; {3}
39 1056 EE) . {35}
0 2087 33 . {33)
41 2058 33 - {35 |
42 2059 19 s {35}
I 2080 . - 2 = ]
a4 Fir e i 3 ; @l
S . S . & 2 - S
_d4& 083 . I S I . . 2 - 2
47 2064 2 . {2)
43125 340,000 4.553.528 4.551.528 4,721,883 * (158, 455)




Treasury Recommendation
City of Highland Park Police and Firemen Pension Corrective Action Plan (CAP)

None Noted.

The Community Engagement and Finance Division (CEFD) contact:

Primary Unit 822160
) = Prior Lx 1.025 K=l LzivK 1 N=M-L 0=LG P=LIM
2.50% 3.20%
Assat Covaraga
Ratio of Banafit
Deposit to PFRS  Asseis After Depasit Tetal Pansion Paymunts For Emch

Asseis 5] Aszsts inta PFRS Adiets u.hng!q Unfunded Liability Year Funding Parcentage |
352,000 39,833 391,833 5538825 5,245,993 074 6.95%|
401,639 17,548 479,177 3,474 835 2,945,660 097 13.599%
431,136 116,275 507,431 3,042,788 2,435,357 1.34m 19.96%
622,617 154,958 777585 2,687,241 1,509,856 1.B0x 16.04%
797,025 192,839 989,924 2.359.010 1,355,086 2638 41.96%
1,014,672 228,557 1,144,229 2,058,206 813,978 366K B0 45%
1,175.334 264,585 1,539,920 1,764,435 244515 SDEx B6.30%
_' 1,576,418 197,741 - 1,875,159 1,536,932 [339,328) E.91x 122.07%
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Treasury Recommendation
losco County Road Commission OPEB Corrective Action Plan (CAP)
Non-Primary Unit 350100

Name of Type of Assets Liabilities Fund.ed ADC Revenues ADC/Revenue C,?P
Systems System Ratio required?
MERS Pension | $8,647,101 | $11,588,958 | 74.6% | $214,896 2.7% NO
losco
7,993,823
C;;‘:;y OPEB 30 $205429 | 0.0% | $24031 | ° 0.3% YES
Commission
Total $8,647,101 | $11,884,387 $238,927 | $7,993,823 3.0%

Staff Recommendation: Approval of the OPEB corrective action plan submitted by losco County Road

Source: Retirement Report 2017, Audited Financial Statements

Commission, which was received by the Municipal Stability Board (the Board) on 8/21/2019. 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 None Listed.
Plan Funding:
o None Listed.
Other Considerations:

o None Listed.

Prospective Changes:

Modern Plan Design:
o None Listed.

Plan Funding:

o The losco County Road Commission has created an IRS Section 115 Trust through

Municipal Employees' Retirement System to receive, invest and accumulate assets for
post retirement health care. The road commission will deposit funds in the amount of

$372,000 to reach a funding level of 100% by August 1, 2019.

Other Considerations:
o None Listed.

System Status for All Divisions: OPEN

Plan size: members 53

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

Active employees: 29




Treasury Recommendation
losco County Road Commission OPEB Corrective Action Plan (CAP)
Non-Primary Unit 350100

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 within a reasonable timeframe, as demonstrated by the internal
analysis/actuarial projection/ actuarial valuation found in the corrective action plan
within a reasonable timeframe.

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 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:

The local government has included the resolution for the MERS trust fund. The local government did not

provide documentation indicating if the normal cost payment has been paid for employees hired after
6/30/2018.

The Community Engagement and Finance Division (CEFD) contact:

e None Noted.



Treasury Recommendation

Martha T. Berry MCF Pension Corrective Action Plan (CAP)

Non-Primary Unit 507568

Name of | Type of | Assets Liabilities Funded
Systems | System Ratio

ADC

Revenues

ADC/Revenue

CAP
required?

MCERS -

Pension | Pension | $17,968,922 | $19,220,493 | 93.5%

$603,959

Retiree
Health

Care
Trust

OPEB | $15,650,601 | $32,814,328 | 47.7%

$1,982,739

$29,682,802

2.0%

YES

6.7%

YES

Total

$33,619,523 | $52,034,821

$2,586,698

$29,682,802

8.7%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the pension corrective action plan submitted by Martha T. Berry
MCF, which was received by the Municipal Stability Board (the Board) on 8/21/2019. 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 None Listed.
e Other Considerations:

o Please review the report that was submitted for year 2018 by County of Macomb in
which it states the plan in not underfunded. We also are a component of County of

Macomb who manages the Macomb County Employee's Retirement System. We have
no ability to report on or change how the plan is funded.

Prospective Changes:

e Modern Plan Design:
o None Listed.
e Plan Funding:
o None Listed.
e Other Considerations:

o Please review the corrective action plan that was submitted for year 2018 by County of

Macomb in which it states the plan in not underfunded. We also are a component of

County of Macomb who manages the Macomb County Employee's Retirement System.

We have no ability to report on or change how the plan is funded.
o There was no corrective action required as we already had the plan funded. This was

just a result of late filing.

System Status for All Divisions: CLOSED




Treasury Recommendation
Martha T. Berry MCF Pension Corrective Action Plan (CAP)
Non-Primary Unit 507568

Plan size: members 240

e Inactive employees or beneficiaries currently receiving benefits: 175
e |nactive employees entitled to but not yet receiving benefits: 11
e Active employees: 54

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.

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 local government submitted the Form 5572 submission indicating that they are not underfunded.

Public Act 202 of 2017 Pension Report

Enter Local Unit Name |Martha T Berry Medical Care Facility Instructions/Questions: For a list of detailed instructions on
| EntersicDismMunicods|S507568 how to complete and submit this form, visit
Unit Type |Authority michigan.gov/LocalRetirementReporting. For questions, please
Fiscal Year (four-digit year only, e.g. 2018) (2018 email LocalRetirementReporting@michigan.gov. Return this
Contact Name (Chief Administrative Officer) [Kevin Evans original Excel file. Do not submit a scanned image or PDF.

Title if not CAQ
CAOQ (or designee) Email Address |kevinevans@memtb.orz

Contact Te\eehone Number 586.46_9.6981

Macomb County Employees’ Retirement

Pension System Name (not division) 1 [System (MCERS) If your pension system is separated by divisions, you would only

Pension System Name (not division) 2 enter one system. For example, one could have different divisions

Pension System Name (not division) 3 of the same system for union and non-union employees. However,

Pension System Name (not division) 4 these would be only one system and should be reported as such

Pension System Mame (not division) 5 an 1E form.

Statute
Line Description Source of Data Reference System 1

1 Provide the name of your retirement pension system Calculated From Above Sec. 5(6) Macomb County
2 Enter retirement pension system's assets (system fiduciary net position) Most Recent Audit Report Sec. 5{4)(b) 17,968,922
3 Enter retirement pension system’s liabilities (total pension liability) Most Recent Audit Report Sec. 5(4)(b) 19,220,493
4 Date (system year ending) of valuation of system's assets and liabilities (e.g. 12/31/2017) Most Recent Audit Report Sec. 5(6) 12/31/16
5  Actuarially Determined Contribution (ADC) Most Recent Audit Report Sec. 5{4)(b) 603,959
6 Governmental Fund Revenues Maost Recent Audit Report Sec. 5(4)(b) 29,682,802
7 Pension Trigger Summary
8 Is this unit a primary unit [County, Township, City, Village)? From Municode NO
9 Funded ratio Calculated Sec. 5{4)(b) 93.5%
10 All systems combined ADC/Governmental fund revenues Calculated Sec. 5{4)(b) 2.0%

Primary units trigger: Less than 60% funded AND greater than 10%
ADC/Governmental fund revenues. Non-Primary units trigger: Less

11 Does this system trigger "underfunded status" as defined by PA 202 of 20177 than 60% funded Sec. 5{4)(b) NO




Treasury Recommendation
Martha T. Berry MCF Pension Corrective Action Plan (CAP)
Non-Primary Unit 507568
The Community Engagement and Finance Division (CEFD) contact:

e None Noted.



Treasury Recommendation
Martha T. Berry Medical Care Facility OPEB Corrective Action Plan (CAP)
Non-Primary Unit 507568

Name of
Systems

Type of
System

CAP
required?

Funded Revenues ADC/Revenue

Ratio

Assets Liabilities ADC

MCERS -
Pension

Pension

$17,968,922 | $19,220,493 | 93.5% $603,959 2.0% YES

Retiree
Health
Care
Trust

OPEB

$29,682,802

$15,650,601 | $32,814,328 | 47.7% | $1,982,739 6.7% YES

Total

$33,619,523 | $52,034,821 $2,586,698 | $29,682,802 8.7%

Source: Retirement Report 2017, Audited Financial Statements

Staff Recommendation: Approval of the OPEB corrective action plan submitted by Martha T. Berry
Medical Care Facility, which was received by the Municipal Stability Board (the Board) on 8/21/2019. 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

None Listed.

e QOther Considerations:

O

Please review the report that was submitted for year 2018 by County of Macomb in
which it states the plan in not underfunded. We also are a component of County of
Macomb who manages the Macomb County Employee's Retirement System. We have
no ability to report on or change how the plan is funded.

Prospective Changes:

e Modern Plan Design:

O

None Listed.

e Plan Funding:

O

None Listed.

e Other Considerations:

O

None Listed.

System Status for All Divisions:



Treasury Recommendation
Martha T. Berry Medical Care Facility OPEB Corrective Action Plan (CAP)
Non-Primary Unit 507568

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 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 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:

The local government submitted the Form 5572 submission indicating that they are not underfunded.

Michigan Dapartment of Trazsury

5572 (09-18)

Public Act 202 of 2017 Health Care (OPEB) Report

Enter Local Unit Name | Martha T Berry Medical Care Facility Instructions/Questions: For a list of detailed instructions on
Enter Six-Digit Municode | 507568 how to complete and submit this form, visit
Unit Type | Authority michigan.gov/LocalRetirementReporting. For questions, please
Fiscal Year [four-digit year only, e.g. 2018) 2018 =mail LocalRetirementReporting@michigan.gov. Return this
Contact Name [Chief Administrative Officer] | Kevin Evans original Excel file. Do not submit a scanned image or PDF.

Title if not CAQ
CAD [or designee] Email Address|kevin evans@mcmth org
ComanTeleehona Number 585.46_5.6981

OPEB System Name {not division) 1)Retiree Health Care Trust Fund Ilf ‘your OPEB system is separated by divisions, you would only
OPEB System Mame [not division) 2 enter one system. For example, one could have different
OFEB System Name (not division) 3 divisions of the same system for union and non-union
OPEB System Name (not division) 4 employees. However, these would be only one system and
OFEB System Mame (not division) 5 |shou|:| be leEDI‘lEd as such on this form.
Statute
Line Description Source of Data Reference System 1
Retiree Health Care
1 Provide the name of your retirement health care system Calculated From Above Sec. 5(6) Trust Fund
2 Enter retirement health care system’s assets (system fidicuary net position) Most Recent Audit Report Sec. 5(4)(a) 15,650,601
3 Enter retirement health care system’s liabilities (total OPEB lizbility) Most Recent Audit Report Sec. 5(4](a) 32814328
4  Date (system year ending) of valuation of system’s assets and liabilities (e.g. 12/31/2017) Most Recent Audit Report Sec. 5(6) 13/31/16
5 Actuarially Determined Contribution [ADC) Most Recent Audit Report Sec. 5(4)(a) 1,982,739
Sa Do the financial statements include an ADC calculated in compliance with umpberad Lafter 204537 Most Recent Audit Report Sec. 5(4)(a YES
Governmental Fund Revenues Most Recent Audit Report Sec. 5{4){a 23,682,802
Health Care Trigger Summary
& |z this unit a primary unit [County, Township, City, Village]? From Municode NO
9 Funded ratio Calculated Sec. 5(4)(a) 47.7%
10 All systems combinad ADC/Governmental fund revenues Calculated Sec. 5(4](a) 6.7%
11 Did the local government pay the retiree insurance premiums for the year? Accounting Records Sec. H{1){ii YES
12  Did the local government pay the normal cost for employees hired after June 30, 20182 Accounting Records Sec. 4(1)i) YES
Primary units trigger: Less than 40% funded AND greater than
12% ADC/ | fund . If Mo ADCisp
will trigger if less than 40% funded. Non-Primary units trigger:
Less than 40% funded. All units trigger: Failure to make required
13 Does this system trigger "underfunded status” as defined by PA 202 of 20177 retirement system payments, Sec. 5(4)(a) NO

The Community Engagement and Finance Division (CEFD) contact:

e None Noted



Treasury Recommendation
Monroe Community Mental Health Authority OPEB Corrective Action Plan (CAP)
Non-Primary Unit 587515

Name of | Type of Assets Liabilities Fund_ed ADC Revenues | ADC/Revenue c‘.‘P
Systems | System Ratio required?

MERS Pension | $13,079,556 | $19,417,194 | 67.4% | $605,211 1.8% NO
Defined

i 33,147,616
Benefit | jorp | ¢2120,089 | $10,335973 | 205% | $491302 | P>>147 1.5% YES
Healthcare
Plan
Total $15,199,645 | $29,753,167 $1,096,513 | $33,147,616 3.3%

Source: Retirement Report 2017, Audited Financial Statements

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

Community Mental Health Authority, which was received by the Municipal Stability Board (the Board)

on 8/21/2019. If disapproved, Monroe Community Mental Health Authority, will receive a detailed letter

from the Board listing the reasons for disapproval. Monroe Community Mental Health 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:

e Modern Plan Design:

o Closed plan to new hires July 2012. Moved from a 8% return on investment to a 7%
return in compliance with the standard rate of return in order to increase the

contribution.

e Plan Funding:
o None Listed.
e Other Considerations:

o None Listed.

Prospective Changes:

e Modern Plan Design:
o None Listed.
e Plan Funding:
o None Listed.
e Other Considerations:

o Use current statements to fund liability to 60% by 2038. Form 5572 has shown an
increase from 25% funded liability to a 30% funding rate.

System Status for All Divisions: CLOSED




Treasury Recommendation
Monroe Community Mental Health Authority OPEB Corrective Action Plan (CAP)
Non-Primary Unit 587515

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 internal analysis/actuarial projection/
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 40% within a reasonable timeframe (2025).
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 were not met:

e Legal and Feasible:

o The local unit failed to attach supporting documentation indicating the corrective action
plan was approved by the governing body.

Supplemental Information:

The local government provided an actuarial projection indicating that by using a discount rate of 7.00%,
the local government will reach 40% funded in 2025, and 100% funded in 2048. This discount rate
however, is dependent on the local government maintaining a funding and investment strategy to
finance the benefits as they come due. Based on the projection and analysis, it is stated that the
presented strategy is sufficient to finance all future contributions through the trust. Using a discount
rate of 7.00% may understate liabilities.



Treasury Recommendation
Monroe Community Mental Health Authority OPEB Corrective Action Plan (CAP)
Non-Primary Unit 587515

Figure 1
30-year Projection of Actuarially Determined Contributions
Level-Dollar Amortization of UAAL at 7.00%
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ure 2, below, illustrates the projected funding progress under the scenario above,

Figure 2
30-year Projection of Funding Progress
Discount Rate = 7.00%

Actuarial Accrued Liability ("AAL™)
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S
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Fidudaw MNet Position

The Community Engagement and Finance Division (CEFD) contact:

e The Community Engagement and Finance Division reached out to the Authority to inquire
regarding the governing body approval.



Treasury Recommendation
Shiawassee Council on Aging Pension Corrective Action Plan (CAP)

Non-Primary Unit 787533

Name of Type of Assets | Liabilities Fund.ed ADC Revenues ADC/Revenue ceP
Systems System Ratio required?
MERS Pension | $502,714 | $808,051 62.2% $21,009 | $1,361,716 1.5% YES

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

Council on Aging, which was received by the Municipal Stability Board (the Board) on 8/21/20109. 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

None Listed.

Plan Funding:

O

Other Considerations:

O

None Listed.

Prospective Changes:

Modern Plan Design:

O

None Listed.

Plan Funding:

O

Other Considerations:

O

None Listed.

System Status for All Divisions: OPEN

Plan size: members 14

Inactive employees or beneficiaries currently receiving benefits: 9
Inactive employees entitled to but not yet receiving benefits: 0

Active employees: 5

SCOA made additional contributions to the retirement fund in 2017 for $5,687.81, and
in 2018 for $6,196.30.

Beginning in fiscal year 2019 the local unit will provide annual voluntary contributions of
$18,000 untll 75% funded in 5 Years. See page 4 of the MERS Ballpark estimate that the
SCOA Board of Directors received on June 19, 2018. A voluntary payment of $18,000
was paid on 5/21/2019, which according to the estimated calculation shows the plan
funded at 68% for 2019. The additional contribution is in addition to the 14.27%
employer contribution.



https://6,196.30
https://5,687.81

Treasury Recommendation
Shiawassee Council on Aging Pension Corrective Action Plan (CAP)
Non-Primary Unit 787533
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 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.

Supplemental Information:

The local government was determined to be underfunded for failure to file their 2017 Form 5572. The
provided data shows that they are not below the PA 202 funding ratio threshold. Additionally, the MERS
ballpark projection shows that they will be at 75% funded in 2019.

Shiawassee COA (7605) - Division 01
Estimated Projected Employer Contributions and Funded Ratios

Scenario 1 - Additional Lump Sum Contribution of

$86,500 Towards Division on 7/1/2018 (75% Funded
Baseline - Current Benefit in 1 Year)
Valuation Fiscal Required Required
Year Year Actuarial Annual Actuarial Annual

Ending | Beginning Accrued Valuation Employer Accrued Valuation Employer
12/31 in Year Liability Assets Funded % | Contribution Liability Assets Funded % | Contribution
2017 2019 811,116 532,227 66% 523,496 811,116 616,462 T6% $15,852
2018 2020 802,164 512,162 64% £25,152 802,164 601,910 75% $18,060
2019 2021 757,853 496,193 62% 526,904 797,853 383,274 T3% $20,400
2020 2022 795,780 498,745 63% £27,408 795,780 586,268 74% $20,580
2021 2023 793,636 503,829 63% 528,008 793,626 392,190 T4% 420,856
2022 2024 797,018 506,588 4% 529,064 797,018 394,704 T5% $21,636
2023 2025 800,024 511,538 64% £30,132 800,024 599,053 75% $22,428
2024 2026 804,800 519,335 65% 531,284 804,300 603,917 T5% $23,268
2025 2027 811,506 530,228 65% 532,388 811,506 615,527 T6% $24,120
2026 2028 820,413 544,719 66% £33,576 820,413 628,291 7% $24,984
2027 2029 831,733 563,060 68% £34,764 831,733 644,521 7% $25,836
2028 2030 844,826 584,805 69% 536,048 844,826 663,655 T9% $26,796
2029 2031 858,106 608,466 71% $37,428 858,106 684,153 80% $27,816
2030 2032 870,933 633,674 T3% 538,808 870,993 705,617 81% $28,836
2031 2033 884,508 661,692 75% £40,284 884,508 729,226 82% $29,952
2032 2034 898,815 692,835 T7% £41,796 898,815 755,244 84%, $31,068
2033 2035 912,997 726,437 B0% 543,428 912,997 782,950 86% $32,252
2034 2035 925,908 762,562 82% £45,084 925,908 812,311 88% $33,540
2035 2037 942,290 803,290 B85% 546,754 942,290 845,327 90% $34,788
2036 2038 959,36 849,313 89% 548,528 939,346 882,617 92% $36,096
2037 2039 979,525 901,761 92% £50,376 979,525 925,206 4% $37,512
2038 2040 1,003,626 962,368 96% £8,208 1,003,626 574,717 97% $8,208
2039 2041 1,031,650 1,031,321 100% 58,508 1,021,650 1,031,265 100% $8,508
2040 2042 1,064,468 1,064,108 100% £8,868 1,064,468 1,064,047 100% $8,868

MNates: The same phase-in of the 12/31/2015 assumption change as in the 2017 Actuarial Valuation was reflected.
The amortization schedule in the proposed scenario is the same as the baseline.
A desmpfmn of the amortization policy can be found on page 24 of the annual valuation appendix:

The ass ume"d future annual investment return is 7. 75%.



Treasury Recommendation
Shiawassee Council on Aging Pension Corrective Action Plan (CAP)
Non-Primary Unit 787533
The Community Engagement and Finance Division (CEFD) contact:

e None Noted.



MUNICIPAL STABILITY BOARD
RESOLUTION 2019-27

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 B 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
September 18, 2019
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STATE OF MICHIGAN

GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSING STATE TREASURER

Resolution 2019-27 Exhibit B

DATE: September 18, 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:

Fiscal Year 2018

City of Ferndale
a. No retirement submission

Village of Otisville
a. No retirement submission

City of Potterville
a. No retirement submission

Reed City Housing Commission
a. No retirement submission

Romeo District Library
a. No retirement submission

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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