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Fairview Township Postemployment Benefits Plan
Actuarial Valuation as of January 1, 2011
Disclosure Statement

Purpose

Actuarial computations under Governmental Accounting Standards Board Statement No. 45
(GASB No. 45) are for purposes of fulfilling certain employer accounting requirements. The
calculations reported herein have been performed in accordance with generally accepted actuarial
principles and practices, and on a basis consistent with our understanding of GASB No. 45. In
preparing this valuation, we have relied upon information furnished to us by Fairview Township.
This information includes data pertaining to the Plan, as well as a description of the substantive
plan. The information has been reviewed and determined to be reasonable and consistent;
however, we have not audited the data or reviewed plan provisions for compliance with IRS or DOL
regulations. Determinations for purposes other than meeting the employer financial accounting
requirements of GASB No. 45 may differ significantly from the results reported herein.

This valuation involves estimates of the value of reported amounts and assumptions about the
probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded
status of the plan and the annual required contributions of the employer are subject to continual
revision as actual results are compared with past expectations and new estimates are made about
the future.

Calculations are based on the types of benefits provided under the terms of the substantive plan at
the time of the valuation and on the pattern of sharing of costs between the employer and plan
members to that point. Calculations reflect a long-term perspective, so methods and assumptions
used include techniques that are designed to reduce short-term volatility in actuarial accrued
liabilities and the actuarial value of assets.

Benefits Not Included

Defined contribution benefits and insured benefits under GASB No. 45 paragraph 28, pension
benefits accounted for under GASB 27, and benefits for compensated absences under GASB 16
are not included in this valuation.

Multiple Year Reporting

Pursuant to GASB No. 45, this valuation can be used for a multiple year period. As such, this
valuation provides all of the actuarial figures necessary to comply with GASB No. 45 over the
applicable period. Nonetheless, some non-actuarial figures have been determined based on
estimated contributions for the period. These figures may need to be adjusted for actual
contributions deposited to the trust or claims paid on behalf of plan benefits.

A new valuation should be performed if, since this valuation, material changes have occurred that
affect the results of this valuation, including significant changes in benefit provisions, the size or
composition of the population covered by the plan, or other changes that impact long-term
assumptions.
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Fairview Township Postemployment Benefits Plan
Actuarial Valuation as of January 1, 2011
Disclosure Statement

Valuation For Funded Plans

The interest rate used for this valuation was chosen assuming that the contributions determined will
be deposited. If the contributions deposited are less than these amounts, a new valuation that
reflects the appropriate interest rate may need to be completed.

| am a member of the American Academy of Actuaries and a Fellow of the Society of Actuaries,
and | meet the Qualification Standards of the American Academy of Actuaries to render the
actuarial opinion contained in this valuation.

Y /aa/ 201 Darsd W UL

Date David H. Killick, F.S.A.
Consulting Actuary

DHK/MRN
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Fairview Township Postemployment Benefits Plan
Actuarial Valuation as of January 1, 2011
Summary of Plan Provisions

Eligibility for Benefits: Police Officers who retire after attainment of age 50 and completion of 25 years of
service or due to a service related disability are eligible to receive postemployment benefits. Non-Uniformed
employees who retire after attainment of age 65 and completion of 12 years of service or after attainment of
age 60 and completion of 25 years of service, if earlier, are eligible to receive postemployment benefits.

The Township Manager is eligible to receive postemployment benefits upon retirement after attainment of age
60 and completion of 12 years of service.

Medical Benefits Payable upon Retirement: Eligible retirees may continue Township paid medical,
prescription drug, and dental insurance for the retiree and his or her spouse. Coverage continues for a period
of years based upon the year of retirement as outlined below:

Before 2009 - 5 years

2009 - Byears
2010 - 7 years
After 2010 - 8years

If the member and/or spouse reaches Medicare age before the Township paid benefits cease, the member
and/or spouse must move to the Senior Plan provided.

If the Township paid benefits cease before the member reaches Medicare age, the member may elect to
continue coverage by paying the full premiums. If the spouse has not reached Medicare age, the spouse may
also elect to continue coverage until the earlier of the spouse’s Medicare age or the member’s Medicare age.

Dependents: Only spouses who are legally married to the retiree at the time of retirement are covered.
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Fairview Township Postemployment Benefits Plan
Actuarial Valuation as of January 1, 2011
Actuarial Assumptions and Methods (1 of 2)

Interest Rate

4.50%
Salary

An assumption for salary increases is used only for spreading contributions over future pay under the
entry age normal cost method. For this purpose, annual salary increases are assumed to be 5.0%.

Withdrawal

Table D-1: Rates of withdrawal at selected ages:

Age Rate Age Rate Age Rate
20 5.5000% 35 2.5000% 50 0.0000%
25 5.0000% 40 1.0000% 55 0.0000%
30 4.0000% 45 0.5000% 60 0.0000%
Mortality
RP2000 Table

(This table does not include projected mortality improvements.)
Disability

Police: SOA 1987 Group LTD
Non-Uniformed Employees: No disability was assumed

Retirement

Police Officers are assumed to elect the DROP benefit under the Fairview Township Police Pension Plan
for 24 months upon the later of attainment of age 50 and completion of 25 years of service.
Non-Uniformed employees are assumed to retire upon the attainment of age 65 or, if earlier, elect the
DROP benefit under the Fairview Township Non-Uniformed Employees' Pension Plan for 24 months upon
the later of attainment of age 60 and completion of 25 years of service. The Township Manager is
assumed to elect the DROP benefit under the Fairview Township Non-Uniformed Employees' Pension
Plan for 24 months upon attainment of age 60.

Percent of Eligible Retirees Electing Coverage in Plan
80% of employees are assumed to elect coverage.
Percent Married at Retirement

75% of employees electing coverage at retirement are assumed to be married and have a spouse
covered by the plan.

Spouse Age

Wives are assumed to be the same age as their husbands.
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Fairview Township Postemployment Benefits Plan
Actuarial Valuation as of January 1, 2011
Actuarial Assumptions and Methods (2 of 2)

Per Capita Claims Cost

The per capita claims cost for medical and prescription drug is based on the expected portion of the group's
overall cost attributed to individuals in the specified age and gender brackets. Dental costs are assumed to
not vary with age or gender. The resulting costs are as follows:

Medical and Prescription Drug Combined

Age Males Females
16-24 $1,765 $3,973
25-29 $2,123 $5,298
30-34 $2,401 $5,374
35-39 $2,911 $5,581
40-44 $3,557 $6,011
45-49 $4,567 $6,596
50-54 $6,049 $7,454
55-59 $7,367 $7,800
60-64 $9,613 $8,960

Dental costs are assumed to be equal to the premium, $358.

Participants on the Senior Plan are assumed to have claims equal to the premium, $2,977.

Retiree Contributions

Retiree Contributions are assumed to increase at the same rate as the Health Care Cost Trend Rate.
Health Care Cost Trend Rate

8% in 2011, decreasing by 0.5% per year to 5.5% in 2016. Rates gradually decrease from 5.3% in 2017 to
4.2% in 2089 and later based on the Society of Actuaries Long-Run Medical Cost Trend Model.

Actuarial Value of Assets

Equal to the Market Value of Assets

Actuarial Cost Method - Entry Age Normal

Under the Entry Age Normal Cost Method, the Normal Cost is the present value of benefits allocated to
the year following the valuation date. Benefits are allocated on a level basis over the earnings of an
individual between the date of hire and the assumed retirement age. The Accrued Liability as of the
valuation date is the excess of the present value of future benefits over the present value of future
Normal Cost. The Unfunded Accrued Liability is the excess of the Accrued Liability over the Actuarial
Value of Assets. Actuarial gains and losses serve to reduce or increase the Unfunded Accrued Liability.

Participant Data

Based on census information as of January 1, 2011.
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Fairview Township Postemployment Benefits Plan
Actuarial Valuation
as of January 1, 2011

Section 1

Calculations for GASB No. 45 Reporting
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