Conzultnnls, Inaerporated

August 20, 2008

Ms. Barbara Hagg
Town Accountant
Town of Belmont
19 Moore Street
Belmont, MA 02478

Dear Barbara:

We are pleased to present the enclosed report summarizing the results of our actuarial valuation
of the Town of Belmont postemployment medical and life insurance benefit program as of July
1, 2008.

Our valuation was performed in accordance with the provisions contained in the GASB
Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions (GASB 45).

The principal results of our valuation are summarized in Exhibits 1 through 6. Our actuarial and
economic assumptions are shown in Exhibit 7. Exhibits 8 and 9 summarize the demographic
profile of active and retired participants, respectively.

Our best estimate health care cost trend assumptions are based on recent experience and
anticipated future cost increases under the Town of Belmont medical plans. Exhibits 4 and 5
illustrate the sensitivity of actuarial accrued liability and normal cost to a one percentage point
increase and decrease in the health care cost trend assumption for each future year. Our actuarial
valuation also is based on a discount rate of 5%.

Our calculations were based on participant census data and other information provided by the
Town of Belmont, and the benefit provisions of your medical plans as described in your benefit
summaries. Our valuation is also based on medical plan premium rates provided in “Health
Insurance Rates Effective January 1, 2008.”



Ms. Barbara Hagg
August 20, 2008
Page 2 of 2

Our valuation followed generally accepted actuarial methods and we performed such tests as we
considered necessary to assure the accuracy of the results. The amounts presented in this report -
have been appropriately determined according to the actuarial assurptions and methods stated
herein.

We appreciate this opportunity to be of service to the Town of Belmont. We are available to
answer any questions with respect to our valuation.

Respectfully submitted,

Jlaaid “p plodersen (&3%\ d b :%ew\/m«m@,

Stuart F. Rubinstein, FSA Linda L. Bournival, FSA
Member, American Academy of Actuaries Member, American Academy of Actuaries
617-557-7510 781-444-7121

cc: Stephen J. Ricei, ASA, President, Ricci Consultants, Incorporated

Belmont. PMB Report. 7-1-08.8-15-08
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Town of Belmont
Postemployment Medical and Life Insurance
Benefits Valuation
Exhibit 7
Actuarial and Economic Assumptions

Valuation Date: July 1, 2008
Health Care
Cost Trend Rates: Year Rate
1 10.0%
2 8.0%
3 8.0%
4 7.0%
5 6.0%
Ultimate 5.0%
Discount Rate: 5.0% compounded annually
Mortality Table: Healthy Annuitant Table RP-2000
Turnover Rates: IHustrative Turnover rates are shown below:
Years of Public Other
Service Safety Employees
0 1.5% 15.0%
1 1.5% 12.0%
2 1.5% 10.0%
3 1.5% 9.0%
4 1.5% 8.0%
5 1.5% 7.6%
10 1.5% 5.4%
15 0.0% 3.3%
20 0.0% 2.0%
25 0.0% 1.0%
30 0.0% 0.0%
Page 7
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Town of Belmont
Postemployment Medical and Life Insurance
Benefits Valuation
Exhibit 7, continued
Actuarial and Economic Assumptions

Eligibility: Retirement at age 55 with 10 years of creditable service

Retirement at any age with 20 years of creditable service

Retirement For purposes of the valuation, we assumed the maximuwn
Rates: retirement age to be 65. Retirement rates are shown below:
Other Employees
Age Public Safety Male Female

45 1.0%
50 2.0% 1.0% 1.5%
55 15.0% 2.0% 5.5%
60 20.0% 12.0% 5.0%
62 25.0% 30.0% 15.0%
65 100.0% 100.0% 100.0%

Medical Monthly

Premium Rates for the
Year Beginning

July I, 2008:
Individual Family
PPO $864.24 $2,530.73
HMO $541.19 $1,466.27
Medicare Enhance $482.30 $964.60
First Seniority $221.52 $443.04
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Town of Belmont
Postemployment Medical and Life Insarance
Benefits Valuation
Exhibit 7, continued
Actuarial and Economic Assumptions

Incurred Medical Costs
Per Capita for the Year
Beginning July 1, 2008:

Retirees and Spouses

Age Incurred Medical Costs
Under 55 $9.427
55-59 $16,758
60-64 $20,350
65-69 $10,762
70-74 $8,255
75-79 $5,537
80-84 $6,930
85-89 $12,306
90-94 $9,187
95-99 $9,187
Medicare Part B The Town of Belmont pays 50% of Medicare Part B premiums for
Premiums: retirees and spouses participating in Medicare. For the year

beginning July 1, 2008, the monthly Medicare Part B premium
was assumed to be $98.30.
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Town of Bebmont

Postemployment Medical and Life Insurance

Benefits Valuation
Exhibit 7, continued

Actuarial and Economic Assumptions

Medical Plan
Participation:

Dependent Status:

Participant
Coniributions:

Continuation of Coverage
to Spouse After Death
of Retiree:

Life Insurance:

Actuarial Cost Method:

Belmont PMB.7-1-08

85% of eligible retirees will elect to participate.

35% of Belmont employees are assumed to retire with a covered
spouse. Male spouses are assumed to be three years older and
female spouses are assumed to be three years younger than the
retired employee.

Eligible retirees not participating in Medicare and their spouses
contribute 20% of premium rates for the HMO plan and the PPO
plan. Medicare-eligible retirees and their spouses contribute 50%
of the cost of the Medicare Enhance Supplement and the First
Seniority Plan. For the year beginning July 1, 2008, we assumed
average contributions of $1,889 for each retiree and spouse not
participating in Medicare, and $2,460 for each Medicare-eligible
retiree and spouse.

Surviving spouse may continue coverage for lifetime by paying
50% of the medical plan premium rate.

Retirees are eligible for a $2,000 life insurance benefit. Retirees
electing life insurance contribute $28.44 annually for the benefit.
We assumed that 60% of future retirees will elect the life
insurance benefit.

Projected Unit Credit. The costs of each employee’s
Postemployment benefits are allocated on a pro rata basis from
the employee’s date of hire to the date the employee is fully
eligible for benefits.
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Glossary of Terms

Actuarial Accrued Liability — The portion of the Actuarial Present Value of future benefits which
is allocated to all periods prior to a valuation year and therefore is not provided for by future
Normal Costs.

Actuarial Present Value of Future Benefits — The present value of the cost to finance all benefits
payable in the future, discounted to reflect the probability of payment and the time value of money.

Actuarial Valuation — The determination, as of a valuation date, of the Normal Cost, Actuarial
Accrued Liability, Actuarial Value of Assets and related Actuarial Present Values for an OPEB
plan.

Actuarial Value of Assets — The value of plan assets used in an actuarial valuation. The Actuarial
Value of Assets may reflect smoothing techniques intended to dampen year-to-year fluctuations in
the market value of assets.

Annual OPEB Cost — The accrual basis annual cost for the OPEB plan sponsored by the employer.
In the year of implementation of GASB 45, the Annual OPEB Cost equals the ARC. In subsequent
years, if an employer has a Net OPEB Obligation, Annual OPEB Cost equals the ARC plus one
year’s interest on the Net OPEB Obligation plus an adjustment to the ARC.

Annual Required Contributions (ARC) - Includes the employer’s Normal Cost and a provision
for amortizing the Unfunded Actuarial Accrued Liability.

Net OPEB Obligation -~ The cumulative excess since adoption of GASB 45 of Annual OPEB Cost
over the employer’s contribution to the plan.

Normal Cost — The portion of the Actuarial Present Value of future benefits which is allocated to a
valuation year.

OPEB — Other Postemployment Benefits including medical, dental, vision, hearing and life
insurance benefits.

Plan Assets — Investments segregated and restricted in a trust or similar agreement under which:

O employer contributions to the trust are irrevocable,

Q assets are dedicated to providing plan benefits, and

QO assets are legally protected from creditors.
Projected Unit Credit Actuarial Cost Method — A method under which the projected benefits of
each individual included in an Actuarial Valuation are allocated by a consistent formula to valuation
years. Projected Unit Credit is one of the actuarial cost methods allowed and most often used for
developing liabilities under GASB 45.
Unfunded Actuarial Aecrued Liability — The excess of Actuarial Accrued Liability over the

Actuarial Value of Assets.
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