MEMORANDUM

November 13, 2006

TO: Management and Fiscal Policy Committee
FROM: Multi-Agency OPEB Work Group
SUBJECT:  Update for November 27, 2006 MFP Committee Meeting

The purpose of this memorandum is to provide an update of County agencies’
activities related to implementation of Governmental Accounting Standards Board
(GASB) Statement 45, Financial Reporting for Other Post-employment Benefits (OPEB).

At the June 26, 2006 Management and Fiscal Policy Committee meeting on this
subject, the Committee identified areas it would like to be updated on periodically. The
areas identified and the current status of progress in those areas is covered below.

Status Report

 Update the actuarial valuations as of July 1, 2006, three years later than the
current valuations.

Attachment A provides a summary of the updated actuarial valuation results for
the tax-supported agencies. WSSC valuation results are as of June 2005 and an
updated valuation is being prepared. '

- The updated results show that, assuming pre-funding, the Annual Required
Contribution (ARC) for the tax-supported agencies is $240.0 million and the -
Actuarial Accrued Liability (AAL) is $2.6 billion. In the 2003 valuation, the pre-
Junding ARC was 8190.5 million and the AAL was $1.8 billion.

e Assess the costs and benefits of different pre-funding options and make specific
recommendations on the extent, timing, and phasing of pre-funding.

Attachment A displays the budgetary impact of a five-year phase-in approach.
The rating agencies have indicated that a phased-in approach is acceptable.
While they have not specifically indicated the acceptable time frame, recent
statements from the rating agencies focus on a five year period.

Assuming a five-year phase-in approach, the budgetary impact in FY08 Jor the
tax-supported agencies would be 338.9 million. This includes $31.9 million to
meet the OBEB phase-in obligation and $7.0 million related to increased retiree
benefit costs. '
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Create a trust — perhaps effective July 1, 2007 — if the agency has not aIready
done so.

Attachment B provides an update for each agency on the work related to
establishing OPEB trusts.

M-NCPPC already has a trust in place. All other agencies are working with legal
counsel to have a trust established effective July 1, 2007.

Assess the full range of options for limiting liability, including collective
bargaining implications that may vary by agency.

Attachment B provides an update for each agency on the work related to
exploring options for limiting liability.

Use consultant assistance for the tasks that can draw on the growing body of
experience from other jurisdictions.

The agencies continue to work with their actuaries, each of which are providing
OPERB consulting and related actuarial services to a number of governments, to
address the requirements and options associated with implementation of the
OPERB standards. The Council's consultant, Mr. Tom Lowman, attended the last
meeting of the multi-agency OPEB work group and has been sharing his
experiences with other jurisdictions. Several conferences held in Maryland
recently by statewide groups like the Maryland Government Finance Officers
Association, and by various actuarial, accounting, law, and investment banking
firms have addressed and presented examples of activities going on in
Jurisdictions in Maryland and around the country related to plan design changes.

Design and implement a communications plan to keep agencies, employees and
the public informed of developments on this issue.

Agencies are currently focusing their work on developing the specific facts

related to GASB 45. Once the factual foundation is developed, it can serve as the
basis for communication with employees and the public.

Representatives from each agency will be present at the November 27, 2006

Committee meeting to answer questions about the material provided.

Attachments
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