











Other Post Employment Benefits

Harford County Public Schools
GASB 45 — Aecounting for Post-Employment
Benefits Other Than Peusion

7. Valuation Methods and Assumptions (cont.)

Trend Assumptions

Medical and Prescription Drug Sensitivity
2008 9.76%
2009 9.02%
2010 8.28%
2011 7.54%
2012 6.80%
2013 - 2019 6.70%
2020 - 2024 6.60%
2025 - 2029 6.50%
2030 - 2039 6.40%
2040 - 2049 6.20%
2050 - 2059 5.90%
2060 - 2069 5.70%
2070 - 2079 5.60%
2080 - 2089 5.20%
2090 + 5.10%

Decrement Assumptions

Below is a summary of decrements used in this valuation. Sample Retirement, Disability,
and Termination rates are illustrated in the tables below.

Mortality Decrements Description
(1) Healthy RP-2000 Combined Healthy Table
(2) Disabled RP-2000 Combined Disabled Table

Retirement
Female Male

Years of Service Years of Service

20 30 20 30
0.00% 15.00% 0.00% 15.00%
5.00% 25.00% 3.00% 25.00%
8.00% 40.00% 4.00% 30.00%
25.00% 25.00% 22.00% 22.00%
22.00% 22.00% 22.00% 22.00%
100.00% 100.00% 100.00% 100.00%
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Other Post Employment Benefits

Harford County Public Schools
GASB 45 - Accounting for Post-Employment
Benefits Other Than Pension

7. Valuation Methods and Assumptions (cont.)

Termination

Years of Service
_Age 041 2 4 5 6
30 14.90%  11.60% 8.10% 7.80%  5.60%
35 14.90% 11.60% 810%  7.80%  5.60%
40 1490% 11.60% 8.10% 7.80%  5.60%
45  1490% 11.60% 8.10% 7.80%  5.60%
50 14.90% 11.60% 8.10% 7.80%  5.60%
55  14.90% 11.60% 8.10% 7.80%  5.60%

Disability

Male Female
0.03% 0.03%
0.03% 0.03%
0.03% 0.06%
0.20% 0.22%
0.41% 0.56%
0.41% 0.56%

Claims Assumption

Gross claims for employees and retirees are based on enroliment and paid medical claims and
prescription for employees and retirees paid from July 1, 2006 to June 30, 2008. The claims
were projected to Fiscal Year 2009. Claims were projected assuming annual increases of 9%
for medical claims and 13% for prescription drug claims. The projected Pre-65 2006-2007
claims were weighted 25%, 2007-2008 75%.

The projected Post-65 2006 ~ 2007 claims were weighted 25%, and the projected 2007 —
2008 claims were weighted 75%.
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Other Post Employment Benefits

Harford County Public Schoels
GASB A5 - Acconniting for Post-Employment
Benefits Other Than Pension

7. Valuation Methods and Assumptions (cont.)

Claims Assumption (cont.)

The Chart below shows the current cost broken down between the published per capita cost
(i.e. the blended rates) and the hidden subsidy.

Total Costs Family

1. Explicit Costs

a. Pre-Medicare 16,275

b. Post-Medicare 10,232
2. Total Medical and Drug Costs

a. Under50 11,076
Age 50-54 13,378
Age 55-59 15,505
Age 60-64 18,141
Age 65-69 8,094
Age 70-74 9,431
Age 75-79 9,694
Age 80-84 10,202
. Age 85 and over 10,024
3. Dental Costs 572
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Other Post Employment Benefits

Harford County Public Schools
GASB 45 — Accounting for Post-Employment
Benefits Other Than Pension

8. Glossary

Annual OPEB Cost (AOC): An accrual-basis measure of the periodic cost of an
employer's participation in a defined benefit OPEB plan.

Annual Required Contributions

of the Employer{s) (ARC): The -employer's periodic required contributions to a
defined benefit OPEB plan; calculated in accordance with
the parameters.

Covered Group: Plan members included in an actuarial valuation.

Defined Benefit OPEB Plan: An OPEB plan having terms that specify the amount of
benefits to be provided at or after separation from
employment. The benefits may be specified in dollars (for
example, a flat dollar payment or an amount based on one
or more factors such as age, years of service, and
compensation), or as a type or level of coverage (for
example, prescription drugs or a percentage of healthcare
insurance premiums).

Employer's Contributions; Contributions made in relation to the annual required
contributions of the employer (ARC). -An employer has
made a contribution in relation to.the ARC if the employer
has (a) made payments of benefits directly to or on behalf
of a retiree or beneficiary, (b} made premium payments to
an insurer, or {c) irrevocably transferred assets to a trust,
or an equivalent arangement, in which plan assets are
dedicated to providing benefits to retirees and their
beneficiaries in accordance with the terms of the plan and
are legally protected from creditors of the employer(s) or
plan administrator,

Funded Ratio: The actuarial value of assets expressed as a percentage
of the actuarial accrued lability.

Healthcare Cost Trend Rate: The rate of change in per capita health claim costs over
time as a result of factors such as medical inflation,
utilization of healthcare services, plan design, and
technological developments,

Investment Return Assumption
{Discount Rate}: The rate used to adjust a series of future payments to
reftect the time value of money.
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Other Post Employment Benefits

Harford County Public Scheols
GASB 45 — Accounting for Post-Employment
Benefits Other Than Pension

8. Clossary (cont.)

Level Percentage of Projected

Payroll Amortization Method: Amortization payments are calculated so that they are a
constant percentage of the projected payroll of active plan
members. over a given number of years. The dollar
amount of the payments generally will increase over time
as payroll increases due to inflation; in dollars adjusted for
Inflation, the payments can be expected to remain level.
This method can not be used if the plan is closed fo new
entrants.

Net OPEB Obligation: The cumulative difference since the effective date of this
Statement between annual OPEB cost and the employer's
contributions to the plan, including the OPEB liability
(asset) at transition, if any, and excluding (a} short-term
differences and (b) unpaid contributions that have been
converted to OPEB-related debt.

Normal Cost or Normal-Actuarial

Cost: That portion of the Actuarial Present Value of pension plan
benefits and expenses which is allocated to a valuation
year by the Actuarial Cost Method,

Other Post-employment Benefits: Post-employment benefits other than pension benefits,
Other post-employment benefits (OPEB) include post-
employment healthcare benefits, regardless of the type of
plan that provides them, and all post-employment benefits
provided separately from a pension plan, excluding
benefits defined as termination offers and benefits.

Pay-as-you-go (PAYG): A method of financing a pension plan under which the
contributions to the plan are generally made at about the
same time and in about the same amount as benefit
payments:and expenses becoming due.

Payroll Growth Rate: An actuarial assumption with respect fo future increases in
total covered payroll attributable to -inflation; used in
applying the level percentage of projected payroll
amortization method,

Plan Liabiiities: Obligations: payable by the plan at the reporting date,
including, primarily, benefits and refunds due and payable
to plan members and beneficlaries, and accrued
investment and administrative expenses. Plan liabilities
do not include actuarial accrued liabilities for benefits that
are not due and payable at the reporting date.
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Other Post Employment Benefits

Harford County Public Schools plan of action in funding the Annual Required Contribution is as follows:

For fiscal 2010 HCPS requested funding from Harford County Government for 6.7% of the Annual
Required Contribution. Due to the bleak economic outlook for fiscal 2010, this request was not funded
by Harford County Government.

Harford County Public Schools will delay requesting funding from Harford County Government for 6.7%
of the Annual Required Contribution in fiscal 2011 and continue the request by an additional 6.7% each
year until the Annual Required Contribution is fully funded.

FUNDING STATUS AND PROGRESS

As of July 1, 2008, the most recent actuarial valuation date, the plan was 2.1 percent funded. The actuarial accrued
liability for benefits was $589,795,000, and the actuarial value of assets was $12,126,368, resulting in an unfunded
actuarial accrued liability (UAAL) of $577,658,632. The covered payroll (annual payroll of active employees covered by
the plan) was $278,038,509, and the ratio of the UAAL to the covered payroll was 207.76 percent. A new actuarial
valuation is in the process of being completed as of the end of July 2010.

A new actuarial valuation will be prepared and issued in the summer of 2010.
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