























CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

ACTUARIAL ASSUMPTIONS AND METHODS

Economic Assumptions

1. Measurement Date: July 1. 2010

2. Discount Rate: 4.0% per year

3. Per Person Cost Trends: Based upon the average inflation assumption of 2.8%. the per

person cost trend rates are assumed to increase at the rate of 1.9%.

4. Participant Contributions: The following annual contribution rates are applied for the year
beginning July 1. 2010 and are assumed to increase at the same rates as the per-person cost
trends as shown above. The City Rate represents the maximum premium contribution by the

City towards the total premium.

[ Pre-Medicare Coverage Tier ___City Retiree Total |
Single $ 4.740 $ 2328 $ 7.068
Single / Minor 7.716 3.792 11.508
Single / Spouse 10,836 5.280 16,116
Family _ 13,056 6.264 19.320

The maximum annual City contribution to a Medicare-eligible retiree is $3,192 for all ages.

The following rates are for grandfathered retirees. retired prior to July 1, 2010:

Medicare Coverage Tier (& Retiree Total

Medicare Carveout $ 3.192 $ 1.908 $ 5.100
i Med (65-69) 3.192 960 4,152

Med (70-74) 3,192 1.176 4.368

Med (75+) B A ) 1,332 4.524

Employees who retire after 7/1/2010 will be enrolled in the Medicare Supplement Plan F

with Drug Card and premiums are based on age.
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

ACTUARIAL ASSUMPTIONS AND METHODS

Dental Coverage Tier L E;y - Retiree Total |
Single $ 240 72 $ 312
Two or more persons 420 144 564

Three or more persons 744_ 240 984

|

Life insurance is provided at no cost to the retiree.

5. Salary Increase: Salaries are assumed to increase at the following rates:

2010 —-2011
2011 -2012
2012+

6. Inflation: 2.80%
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

ACTUARIAL ASSUMPTIONS AND METHODS

Demographic Assumptions

1. Rates of Retirement: Percent of eligible active members retiring within the next year, based
on the 2003-2008 fund experience as analyzed by the prior actuary.

I “Firemen and Police’ l | All other Members |
e Rate Age Rate

55 T 1% 60 12%
56 5 61 12
I 57 15 Il 62 19 I
58 20 63 19
59 20 64 19
| Il
60 20 I 65 23 "
61 20 66 23
I 62 45 67 23
63 45 If ( 68 23 "
64 45 69 23
- — 100 70 100

It is assumed that firemen and policemen who have 25 years of service will retire prior to
age 50 based on the following rates:

I -ége Rate

Ages 40-44 10%
Ages 45-49 15%
Ages 50-54 __20%

* It is assumed that all other members with 30 years of service will retire prior to age 60
based on the following rates:

| Ege Rate |
Ages 47-49
Ages 50-54

Ages 55-59
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

ACTUARIAL ASSUMPTIONS AND METHODS

2. Rates of Withdrawal: Percent of eligible active members terminating employment (not due
to retirement, death. or disability) within the next year, based on the 2003-2008 fund
experience as analyzed by the prior actuary.

I-f j :Ge@ Ci_tyln_d_Waterwor_ II

[For General C ity and Waterworks plan participants. 20% are expected to
terminate during the first year of employment, 15% during the second
year of employment, and 12% for the third year. Rates of withdrawal for
Iptan participants who have at least 4 years of service follow the rates in

(s Glis: _
a

h Age Nearest Birthday 1 w" 4 years of Service & more I

25 10.00% ,
LI 35 7.68
45 3.54

55 2.52
'[ 65 1.32 I
EEE s 2 _':I

For Fire and Police plan participants, 20% are expected to terminate
during the first year of employment, 17.5% during the second year of
I employment, and 10% for the third year. Rates of withdrawal for plan
participants who have at least 4 years of service follow the rates in this

table:
II é—g e Nearest Binhag_z_ ___ 4 years of Service & more I'
25 9.13%
[ 35 3.13
45 1.28

55 0.83
l 65 - L _0.00

3. Rates of Disability Retirement: Sample rates are as follows:

" Firemen and Police

All other Members
Age Unisex Rate || I Male Female
| 20 0.09% 0.04%
30 0.09 30 0.06 0.06
40 0.13 Il Il 40 0.09 0.07
50 0.36 50 0.28 0.18
I 59 0.80 59 1.05 0.75
— —— — — — —

It is assumed that 50% of the disability retirements among firemen and policemen will be
occupational. And 10% of the disabilities among all other members will be occupational.
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

ACTUARIAL ASSUMPTIONS AND METHODS
Rate of Mortality:

a. Non-retired Members:
RP-2000 Mortality Table for active employees projected to 2010 by Scale AA. separate
for males and females

b. Retired Members:
RP-2000 Mortality Table for healthy annuitants projected to 2010 by Scale AA, separate
for males and females

¢. Disabled Mortality:
RP-2000 Mortality Table for healthy annuitants projected to 2010 by Scale AA, separate
for males and females set forward 5 years.

. Percent of Retirees Electing Coverage: 85% of eligible retirees are assumed to participate
in retirement. 60% are assumed to cover a spouse.

Family Composition: Assume 85% of members are married at retirement.
Dependent Age: For current active employees, males are assumed to be three years older

than female spouses. For current retirees, actual spouse date of birth was used. if known.
Otherwise, males were assumed to be three years older than female spouses.
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

ACTUARIAL ASSUMPTIONS AND METHODS

Claim and Expense Assumptions

1. Average Annual Claims and Expense Assumptions: The following claim and
expense assumptions are applicable from July 1. 2010 to June 30, 2011. Subsequent
years® costs are based on the first year cost adjusted with trend.

Pre-Med

icare Retirees and Spouses
i dDrug | |

$2,982 $5,321 $396 $396 $3,70 $6,046

83,727 $5617 $329 $329 $396 $396 $4,452 $6,342
50 54,931 $6,645 $329 $329 $396 $396 $5,657 $7,370
65 $6,477 $7,903 $329 $329 $396 $396 $7,203 $8,628
60 $8,422 $9,429 $329 $329 $396 $396 $9,147  $10,154

64 $10,367  $10,832 $329 $329 $396 $396 | $11,092  $11,557
e e o WO 9390 9390

$4,524
$4 524

2. Medicare Part D Subsidy: Per GASB guidance. the Part D Subsidy has not been
reflected in this valuation.

3. Medicare Part B Premiums: Assumed that Medicare eligible retirees pay the
Medicare Part B premiums.

4. Medicare Eligibility: Age 65
5. Annual Limits: Assumed to increase at the same rate as trend.
6. Lifetime Maximums: Unlimited

7. Geography: Implicitly assumed to remain the same as current retirees.
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

ACTUARIAL ASSUMPTIONS AND METHODS

Methodology

The Projected Unit Credit Actuarial Cost Method was used to value the Plan’s actuarial
liabilities and to set the normal cost. Under this method, benefits are projected for life,
and their present value is determined. The present value is divided into equal parts, which
are earned from date of hire to each decrement age. Due to the closing of the plan to
future hires, a closed 30-year amortization period was used. The amortization method is a
level dollar amortization method.

The claims costs were developed using July 1. 2009 to June 30, 2010 active and retiree
experience paid through May 31. 2010. Expenses were based on projection using
contractual rates and projected costs. From this data, we developed per person per month
(PPPM) costs and then adjusted those using age curves. The rates were then trended
forward to the period July 1. 2010 to June 30, 2011 using an annual trend assumption of
8.7% for medical. 8.7% for pharmacy. and 7.0% for dental.

Changes Since Last Valuation

We modified the claim costs to reflect current experience. We split the age curve into
gender distinct curves. We maintained the practice of using the City of Newport News
Employees” Retirement Fund demographic assumptions. These assumptions were
updated in the prior year valuation by the prior actuary. Due to the closing of the plan to
new hires, the amortization method of the unfunded liability was changed to a level dollar
method from a level percent of pay method.

We did not make any adjustments for the Patient Protection and Affordable Care Act of
2010 or related legislation or regulations. except in reference to our industry trend
assumptions.
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CITY OF NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

PARTICIPANT DATA

City of Newport News Employees' Retirement Fund Distribution of
Active Members by Age and Service as of June 30, 2010

COUNTS BY AGESERVICE

5w Y 10 50 14 1510 19 20010 24 251029 3010 34 351039 A0 &

Total 132 1,985 1816 1,083 B16 557 ELl |99 55 ] M

City of Newport News Employees' Retirement Fund Distribution of
Active Members by Age and Service as of June 30, 2010

AVERAGE SALARY BY AGESERVICE

B34435

31612 S$U427 ﬁs‘?% 139,101 S4308| 8.6
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CITY OF NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

PARTICIPANT DATA

Schedule of Inactive Participants
. _— NNERF Total Less |
General Fire & Police Waterworks Non-VRS VRS Total VRS
T ST — T e ——
Retirees 815 582 156 390 1.942 2,143
| Disableds 49 19 7 26 23 124 101
Beneficiaries 122 83 38 69 121 433 312 i
Total Inpay 986 684 201 685 2,086 Il 4,642 2.556
Annual Benefits 18.742,143 18.681.976 4142016 5.314.640 8274978 || 55.155,753 46,880,775
| Term Vested 596 224 107 179 957 2,063 1.106

SCHEDULE OF RETIREES AND BENEFICIARIES ADDED TO AND
REMOVED FROM ROLLS

Added to Rolis Removed from Rolls Ralls - End of Year % Increase in Average % Increasein
Annual Annual Annual  Annual Annual Average
Year Ended No.  Allowances® No.  Allowances” No.  Allowances® Allowances Allowances Allowances
6/30/2010 535 $5,545780 224 $1,773,694 4642 $55155753 -14.3% $11,882 -20.1%
8/30/2008 381 8,783,532 125 1,288,536 4331 54,395,264 13.2% 14 B68 B6.6%
6/30/2008 452 5,346,440 89 189,482 4,081 56,900,268 12.1% 13,943 1.8%
6/30/2007 289 12,934 476 108 1,213,320 3,704 50,743,319 30.0% 13,700 22 8%
6/30/20086 382 5,484,996 80 670,152 3,497 39,022,182 14.1% 11,158 B.3% I
6/30/2005 323 B 776,488 150 2,250,384 3,320 34,207 317 23.6% 10,303 16.8%
&630/2004 264 3,242,220 51 14.064 3141 27,681,215 13.2% 8,813 55%
6/30/2003 265 24,584,364 106 131,304 2628 24453060 8,351
* Includes post-retirement adjustments. - . J

The valuation years prior to 6/30/2010 were performed by the prior actuary. We have not
verified these numbers. The prior CAFR statement stated annual allowances, when in
fact what were actually shown were monthly amounts. We have annualized them here in
our exhibit.
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

PARTICIPANT DATA

Active Participant Data as of July 1, 2010

[ Eligible Active Employees
Years of Service
Age
| Group <5 5.9 10-14 15-19 20-24 25-29 30-34 35+ Total
[ Under 25 103 | 104
25 to 30 253 58 31
IR 30 to 35 166 91 27 284 ||
3510 40 112 86 84 46 6 334
40 to 45 114 72 96 78 49 1 420
I 4510 50 78 99 78 85 92 57 13 502
50 t0 55 61 64 71 56 68 66 6 12 444 II
55 to 60 47 41 72 56 43 41 24 6 330
60 to 65 16 22 16 20 5 17 7 7 120
3 3 2 37

Over 65 4 9 6 4 3 6 3
|| Total 954 543 450 345 276 198 93 27 2,886

Average age of active population: 44.2 years
Average service of active population: 11.7 years

Retired Beneficiary Participant Data as of July 1, 2010

I Retirees and Spouses I
Under Age 65 Age 65 + Total

Medical Coverage II
( Retirees & Widows 684 644 1.328

Spouses of Retirees 448 337 785

Total 1.132 981 2,113

Dental Coverage "
I Retirees & Widows 695 618 1.313

Spouses of Retirees 491 274 765

Spouses of Retirees 1,186 892 2.078 '
[| Life Insurance 787 904 1.691
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1.

5.

CITY OF NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

SUMMARY OF BENEFITS
Membership

Membership in the Fund is compulsory for all City and School Board employees as per the
code of ordinances for the City of Newport News. Chapter 31 — Pensions and Retirement.
All employees hired by the city prior to March 1, 2010 will be included as members. All
employees hired by the school board prior to July 1, 2009 will be included as members.
Rehires and new hires after these dates will be members of the Virginia Retirement System
(VRS).

Elected officials who are elected prior to March 1, 2010 and all employees of elected
officials hired prior to March 1. 2010 who elected to be in the Fund will be members.

Contributions
The Employer is responsible for all contributions to the Fund.
Credited Service

Service used to determine the amount of retirement benefit. One month of credited service is
carned for each month where the member accrued 15 days of service. One year of credited
service is earned for every 12 months of service. except for school employees. who earn one
year of service for the completion of one school year if it is 10 or more months. Credited
service required for vesting is five (5) years for members whose most recent termination of
service is on or after July 1, 1985.

Average Final Compensation

Average Final Compensation is the average of any 36 consecutive months (or shorter period
of total service) of compensation paid to the member. Compensation is specifically defined in
law.

Normal Retirement
Public Safety Employees:

Eligibility: 25 years of credited service. or 50 years of age and 5 years of credited service.
for police and firemen.

Benefit: Non VRS participants, 2% of final average compensation for each year of
credited service prior to March 1, 2010 and 1.85% after. For VRS participants,
0.3% of final average compensation prior to March 1, 2010 and 0.15% after.
Minimum benefit of $330 per year and maximum benefit of 75% of final
average compensation.
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CITY OF NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

SUMMARY OF BENEFITS

Other Employees:

Eligibility:

Benefit:

30 years of credited service, or 60 years of age and 5 years of credited service,
for all others.

Non VRS participants, 2% of final average compensation for each year of
credited service prior to March 1, 2010 and 1.85% after. For VRS participants,
0.3% of final average compensation prior to March 1, 2010 and 0.15% after.
Minimum benefit of $330 per year and maximum benefit of 75% of final
average compensation.

Early Retirement

Other Employees:

Eligibility:

Benefit;

25 years of credited service for non-police and firemen. Police and firemen are
not eligible for an early retirement option.

Normal retirement benefit calculated using highest average compensation and
service credit at early retirement. reduced by 0.5% for each month the
retirement precedes the earliest month of eligibility for normal retirement.

Disability Retirement

Occupational Disability:

Eligibility:

Benefit:

VRS participants are ineligible for the benefits provided under this section. All
other members are eligible.

For occupational disability, 2/3 of the member’s annual compensation at the
time of disability less Virginia Worker’s Compensation Act, less % of the
disability benefits received from Social Security.

Non occupational Disability:

Eligibility:

Benefit:

VRS participants are ineligible for the benefits provided under this section.
Vested members who are not eligible for regular service retirement, and who is
totally and permanently disabled from a non occupational event. Non-vested
members are not eligible for non occupational disability benefits.

For non occupational disability, 20% of average final compensation for the first
5 years of credited service plus 1% of average final compensation for each year
of credited service in excess of 5 years.
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CITY OF NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

SUMMARY OF BENEFITS

8. Survivor’s Benefit

Eligibility:

Benefit:

Active or retired member.

For occupational deaths while an active employee. a monthly survivor benefit
to the surviving spouse equal to 60% of the employee’s annual compensation
at time of death, until death or remarriage of the spouse. An additional 10% is
paid for each surviving dependent child, up to a maximum of 80%. In
addition, there is a lump sum payment of $550 for each year of credited
service, with a minimum of $550 and a maximum of $3.300.

For non-occupational deaths while an active employee, the member’s spouse
will receive (or, if there is no surviving spouse or after the surviving spouse
dies, each dependent child for as long as they remain dependent children will
equally receive) a benefit that is equal to 50% of the benefit the member
would have received had the member was vested and retired on the date of
death, irrespective of eligibility. In addition. there is a lump sum payment
equal to the lump sum payment for an occupational death.

For the death of a retired member, the surviving spouse (or. if there is no
surviving spouse or after the surviving spouse dies, each dependent child for
as long as they remain dependent children will equally receive) a $3.300 lump
sum benefit and 50% of the member’s annual retirement benefit at time of
death as a life annuity.

For the death of a terminated vested participant. the member’s spouse will
receive (or, if there is no surviving spouse or after the surviving spouse dies,
each dependent child for as long as they remain dependent children will
equally receive) a benefit that is equal to 50% of the benefit the member
would have been entitled had the member started receiving benefits on the
date of attainment of the earliest retirement age. The benefit provided by this
subsection shall not commence until such time as the deceased member would
have been eligible to retire based on age. No lump sum payment payable.
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9.

10.

11.

CITY OF NEWPORT NEWS EMPLOYEES® RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

SUMMARY OF BENEFITS
Vesting
Eligibility: Five years of credited service.

Benefit: Accrued normal retirement benefit deferred to age 60 (age 50 for police and
firemen).

Post Retirement Benefit Increases

The annual benefit paid 1o each recipient will be increased each vear by the full value of the
first 1% increase in the CPI and half of any increase in the CPI beyond 1%. to a maximum
adjustment of 3.5%.

Changes Since Last Valuation

All employees hired by the city prior to March 1. 2010 will be included as members. All
employees hired by the school board prior to July 1. 2009 will be included as members.
Rehires and new hires after these dates will be members of the Virginia Retirement System
(VRS).

Elected officials who are elected prior to March 1, 2010 and all employees of elected
officials hired prior to March 1, 2010 who elected to be in the Fund will be members.

Non VRS participants, 2% of final average compensation for each year of credited service
prior to March 1, 2010 and 1.85% after. For VRS participants, 0.3% of final average
compensation prior to March 1, 2010 and 0.15% after.
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

SUMMARY OF BENEFITS
Eligibility

Employees are eligible to retire and receive postretirement medical. dental. and life insurance
benefits at the earlier of:
I~ Age 60 (or age 50 for police and firemen) with at least 5 years of service
30 years of service,
25 years of service if police or firemen

L 12

Effective 3/1/2010 the plan was closed to new hires.
Benefits
For NME Retirees, this Plan provides a Preferred Provider Organization (PPO) Plan that includes

both in- and out-of-network benefits. Medicare-cligible retirees are offered a Medicare
Supplement Plan with a drug card.
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CITY OF NEWPORT NEWS

JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

SUMMARY OF BENEFITS

City of Newport News Anthem KeyCare Plan

Provider Network: Copayment Plan Coinsurance Plan
In-Network (INN) Benefits

Deductible (Individual / Family) $0/%0 $0/%0

Copays

Office Visit (OV)-Primary Care (PCP) $20 0%

OV - Specialist Care Provider (SCP) $40 0%

Urgent Care (UC) $100 per visit 0%

Hospital Emergency Room (ER) $100 per visit 0%
Outpatient Surgery $100 per visit 0%

Hospital Inpatient $400 per stay 0%
Out-of-Pocket Max (Individual / Family) $2,000 / $4,000 $2,000 / $4.000
Out-of-Network (OON) Benefits

Deductible (Individual / Family) $500 / $1,000
Coinsurance 30%
Out-of-Pocket (OOP) Max (Individ / Family) $4,500 / $3,000
Lifetime / Annual Maximum unlimited unlimited
Prescription Drugs

Retail (30 Days) - Generic/Formulary /Nan-Form. Copay $10/ 830/ $50 $10/ $30/ 850

Mail Order (90 Days) - Generic/Form. /Non-Form. Copay $20/ 360/ %100 $20/ $60/ $100
Detail Benefits
Mental Health (MH) / Substance Abuse (SA)

- Inpatient Treatment $400 per stay 0%

- Qutpatient Treatment $20 /%40 0%
Rehabilitation (i.e, speech. occup physical): $500 Annual Maximum $500 Annual Maximum
Chiropractors $500 Annual Maximum $500 Annual Maximum
Hearing -Routine Care: $2,400 limit every 48 months | $2,.400 limit every 48 months
Praventive Care: $0 0%
Medicare Integration Supplernent plan with drug card
[Medical Management
PCP referral to specialists required: No No
Inpatient Yes Yes
Outpatient. Yes Yes
Case Management Yes Yes
Disease Management No No
Weliness No No
[Nurse-Line / Informed Decision Support: No Ne

Delta Dental PPO Plus Premier

76

Provider Network: nier | Out of Network
——
Annual Deductible $50
Annual Benefit Maximum $2.500 $2,500 $2,500
Orthodontic Lifetime Maximum $1,500 $1,500 $1,500
|Paid by Deita Dental for:
Diagnostic / Preventative care (exempt from deductible and
maximum) 100% 100% 100%
Basic Dental Care 80% 80% 80%
Major Dental Care 50% 50% 50%
Orthodontic Benefits (exempt from deductible) 50% 50% 50%
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

SUMMARY OF BENEFITS

Cost Sharing

Health and Dental Insurance: City retirees may continue only health/dental coverage, if any. if in
effect as of date of retirement. Increases in plan coverage are not allowed but decreases are
allowed. When reaching age 65. city retirees and/or spouses are required to obtain part A and B
of Medicare and the post-retirement benefit will consist of the Medicare carve-out plan. A
spouse of a deceased city retiree who is eligible to receive a monthly spousal annuity may
continue the medical and/or dental benefits coverage through the fund.

1. Qualified city employees who are eligible to retire based on age or service before
July 1, 2005, are entitled to receive a fund contribution of 75% of the retirement-insurance
premium.

2. Qualified city employees who are not eligible to retire based on age or service before
July 1, 2005 are entitled to receive a graduated percentage of the premium paid by the fund,
depending on the years of city employment, as follows:

Years of % of the Dollar Amount —
I Credited Service Paid by the Fun
Less than |1 0 "
11 5
( 12 10
13 5 "
14 20
15 25
" 16 31
17 37 I
18 43 I
i 19 49
' 20 55
21 64 Il
22 73
" 23 82
24 91
_25 - 7] — J
3. The dollar amount of the premium paid by the fund will be capped June 30, 2005 with an
annual COLA thereafter.
4. Current employees with 10 or more years of service as of March 1, 2010 will not have a

change to the current City premium contribution provision above
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CITY OF NEWPORT NEWS
JULY L, 2010 POSTRETIREMENT BENEFIT VALUATION

SUMMARY OF BENEFITS
§. Current employees with less than 10 years of service as of March 1. 2010:

a. Retiree-single coverage level — No change to the City’s current premium contribution
provision.

b. All other coverage levels — Establish a new dollar cap on the City’s premium
contribution, calculated at 60% of the March 1. 2010 total premium.

i.  Annual COLA added to capped City's premium contribution
il City’s premium contribution based on years of service at retirement

a) Lessthan 10 years = 0% City contribution

b) 10— 14 years = 25% City contribution
¢) 15-19 years = 50% City contribution
d) 20— 24 years = 75% City contribution

e) 25 years or greater = 100% City contribution

6. Employees hired on or after March 1. 2010 will participate in a Health Reimbursement
Arrangement. The City will contribute 3% of the average City employees’ salary. There will
not be any City premium contribution at retirement. Funds are invested in the employee’s
name. We have assumed employees hired on or after March 1. 2010 will not have an
implicit subsidy and that the City will rate these retirees separately.

Life Insurance

All active City employees who are eligible to retire with age or service before July 1, 2005 will
have one-half their salary in life insurance coverage after retirement. All active City employees
who are not eligible to retire with age or service before July 1., 2005 will initially have life
insurance coverage equal to one-half their salary upon retirement. This coverage will decrease
20% per year but will not reduce below $10,000.
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CITY OF NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

SOLVENCY TEST

The City of Newport News Employees™ Retirement fund funding objective is to be able to pay
long-term benefit promises through contributions determined as a percent of salaries earned by
members. In this way. City of Newport News in each year contributes towards retirement
service accrued in that year by Retirement Fund members.

If the retirement system follows level contribution rate financing principles, the system will pay
all promised benefits when due — the ultimate test of financial soundness.

A short-term solvency test is one means of checking Newport New Employees™ Retirement
Fund’s funding progress. In a short-term solvency test, the retirement Fund’s present valuation
assets are compared with: 1) active member contributions on deposit. 2) the liabilities for future
benefits to persons who have retired and the liabilities for terminated employees with vested
benefits, and 3) the liabilities for service already rendered by active members. In a system that
has been following the discipline of level contribution rate financing, the liabilities for member
contributions on deposit (liability 1). the liabilities for future benefits to present retirees and the
liabilities for future benefits for terminated employees (liability 2) will be fully covered by
present assets, except in rare circumstances.

In addition, the liabilities for service already rendered by members (liability 3) will be at least
partially covered by the remainder of present assets. Generally, if the system has been using
level contribution rate financing, the funded portion of liability 3 will increase over time;
however, a decrease generally occurs in those years when substantial benefit improvements are
granted, when full recommended contributions have not been made, or when they are actuarial
experience losses. The funded ratio of the System based on total actuarial accrued liabilities
(1+2+3) provides an indication of how well the System is funded.

The schedule below illustrates the progress of funding the accrued actuarial liabilities of City of
Newport News Employees’ Retirement Fund.
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CITY OF NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
ACTUARIAL VALUATION AS OF JULY 1, 2010

SOLVENCY TEST
Actuarial Accrued Liabilities Portion of Actuarial Accrued |
" and Valuation Assets Liabilities Covered by Reported
Assets
Retirees,
Beneficiaries  Employer Funding
|1 and Financed Ratio of l
Active Terminated Portion of NNERF Total
Member Vested Active Total Accrued
Contributions Members Members Liability Reported Actuarial
[[_Date  (Liability 1)  (Liability2) (Liability 3 142+3 Assets’ i 2 3)__Liabiltes ||
_7! 172000 $ (§] $167.417.100  $279.228.690  $ 446.645.790 $ 608.634.547 - 100.0% 160.6% 136.3%
712001 0 179,364,939 354.255.695 533,620,634 635.859.569 - 100.0% 132.9% 119.2%
| 7/1/2002 0 222.908.935 378,241,626 601.150,561 62(.890.873 . 100.0% 105.7% 103.3%
7/1/2003 0 254.390.576 421.828.130 676,418,706 584.553.243 - 100.0% 77.0% 86.4%
7/1/2004 0 277.546,098 448,416,437 725,962.535 586.410.600 - 100.0% 66.2% 80.8%
71,2005 0 312,646,067 521,165,703 833.811.770 625.216.418 - 100.0% 52.9% 75.0%
T1/2006 0 442,861,180 451,979,661 894.840).841 682,591,211 - 100.0% 53.0% 76.3%
TM12007 0 480,252,975 473.726.635 953,979,610 746,080.456 - 100.0% 56.1% 78.2%
I 712008 0 551.350.750 479.136.491 1.030.487.241 TT1.483.480 - 100.0% 45.9% 74.9%
7/1/2009 0 643,596,337 470,962,769 1.114,559.306 710,626,855 - 100.0% 14.2% 63.8%
7/1/2010 0 676.461.,698 434,180,638  1,110.642.336 638.442.849 . 94 4% 0.0% 57.5% "

value of net assets available for benefits was approximately $631.381,706.

(HEIRON
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

SOLVENCY TEST

The City of Newport News Employees™ Post-Retirement Benefit Fund funding objective is to be
able to pay long-term benefit promises through contributions determined as a percent of salaries
earned by members. In this way, City of Newport News in each year contributes towards post-
retirement service accrued in that year by Post-Retirement Benefit Fund members.

If the post-retirement benefit follows level percentage of pay contribution rate financing
principles, the system will pay all promised benefits when due — the ultimate test of financial
soundness.

A short-term solvency test is one means of checking Newport News Post-Retirement Benefit
Fund’s funding progress. In a short-term solvency test, the Post-Retirement Benefit Fund’s
present valuation assets are compared with: 1) active member contributions on deposit, 2) the
liabilities for future benefits to persons who have retired and the liabilities for terminated
employees with vested benefits, and 3) the liabilities for service already rendered by active
members. In a system that has been following the discipline of level contribution rate financing
for many years: the liabilities for future benefits for terminated employees (liability 2) will be
fully covered by present assets, except in rare circumstances.

In addition, the liabilities for service already rendered by members (liability 3) will be at least
partially covered by the remainder of present assets. Generally. if the system has been using
level contribution rate financing, the funded portion of liability 3 will increase over time:
however, a decrease generally occurs in those years when substantial benefit improvements are
granted, when full recommended contributions have not been made. or when they are actuarial
experience losses. The funded ratio of the System based on total actuarial accrued liabilities
(1+2+3) provides an indication of how well the System is funded.

The schedule below illustrates the progress of funding the accrued actuarial liabilities of City of
Newport News Post-Retirement Benefit Fund.

{(HEIRON
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CITY OF NEWPORT NEWS
JULY 1, 2010 POSTRETIREMENT BENEFIT VALUATION

SOLVENCY TEST

—
—

—————————————————————————— e

Actuarial Accrued Liabilities
and Valuation Assets

The School Board split off from the City’s plan effective 7/1/2009.
are the city only.

Assets |
Retirees,
Beneficiaries Employer Funding
“ and Financed Ratio of "
Active Terminated Portion of NNERF Total
IW Member Vested Active Total Accrued
Contributions Members Liability Reported Actuarial
Date Liabili Liability 3 1+2+3 Assets Liabilities I

7/1/2006 211,248.857 192.924.968 404,173,825 12,700,199

|| 77172007 0 192,927,244 181.803.227 374730471 15921.641 00% 8.3% 0.0% 4.2%
7/1/2008 0 205,514,933 168.627,135 374,142,068 11,623,152 0.0% 5.7% 0.0% 3.1%
7/1/2009 ! ] 138,639,954 76,738.785 215,378,739 6,474,557 0.0% 4.7% 0.0% 3.0%
7/1/2010 152,823,435 84,542,368 237.365.803 10,380,906 0.0% 6.8% 0.0% 4.4%

Portion of Actuarial Accrued
Liabilities Covered by Reported L

The results shown from 7/1/2009 and forward

GASB 43 was effective beginning July 1. 2006, therefore only five years of funding progress is

available.
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STATISTICAL SECTION

NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
(A Pension Trust Fund of Newport News, Virginia)
History of Active Employee Membership
Year Ended June 30, 2010

History of Active Employee Membership in Retirement Fund

Group 2010 2009 2008 2007 2006 2005 2004 2003 2002
General Employees 3,153 3,364 3,336 3,279 3,151 3,683 2,830 2,806 2,759
City Police & Fire 1,923 1,726 1,703 1,630 1,565 1,785 1,418 1,371 1,297
Public Utilities 608 612 617 609 609 675 581 584 571
School VRS 6,262 6,574 6,510 6,339 6,004 7,211 5,364 5,125 4,860
School Non-VRS 1,821 1,965 1,868 1,804 1,819 2,172 1,634 1,677 1,615
Total 13,767 14,241 14,034 13,661 13,148 15,526 11,827 11,563 11,102
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STATISTICAL SECTION

NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
(A Pension Trust Fund of Newport News, Virginia)
Changes in Net Assets
(in million dollars)

Year Ended June 30

2010 2009 2008 2007 2006 2005 2004 2003 2002

Beginning of Year $ 6082 |% 7795|% 8373 |$ 7414 (% 6979 (% 6559 (% 5821|% 579.9|% 636.0
Additions:
Contribution Payment 34.6 35.0 29.5 27.8 21.5 16.0 144 13.3 12.5
Interest and Dividends Income 14.1 18.0 22.3 23.0 18.4 14.5 12.2 12.9 13.2
Net Appreciate/ (Depreciation) 55.1 (160.0) (49.4) 100.4 52.6 54.4 85.5 9.2 (50.8)
Investment expenses (3.6) (2.5) 4.5) 4.5) (3.0 (3.5) (3.1) (2.7) (3.9)
Total Additions 100.2 (109.5) 2.1 146.7 89.5 81.4 109.0 32.7 (29.0)
Deductions:

Benefit Payments

Recurring Monthly Benefits 65.6 60.7 54.8 50.0 45.2 38.7 34.6 29.9 26.5

Lump sum Death Benefits 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Expenses

Professional 0.4 0.5 0.3 0.3 0.3 0.2 0.2 0.2 0.2

Administrative 0.5 0.5 0.5 0.4 0.4 0.4 0.3 0.3 0.2
Total Deductions 66.6 61.8 55.7 50.8 46.0 39.4 35.2 30.5 27.0
Change in Net Assets 33.6 (171.4) (57.9) 95.8 434 419 73.7 2.1 (56.1)
End of Year $ 6418 |% 6082 |% 7795|$ 8373 ($ 7414 ($ 6979 (% 6559 (|% 5821 |% 579.9
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STATISTICAL SECTION

NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
(A Pension Trust Fund of Newport News, Virginia)
Benefit Deductions from Net Assets by Type
(in million dollars)

Year Ended June 30

2010 2009 2008 2007 2006 2005 2004 2003 2002
Type of Benefit

Age and Service Benefits:

Retirees and Dependents $53,583| $46,503| $41,569| $37,180| $32,861| $28,870| $25,443| $22,732| $20,584
Death Benefits:

Dependents - duty 67 65 57 50 49 48 47 59 65

Dependents - nonduty 17 36 41 66 47 45 29 24 19
Disability Benefits:

Retirees - duty 254 224 225 242 223 238 236 293 321

Retirees - nonduty 674 659 625 581 515 512 487 444 442
Insurance Benefits:

Retirees and Dependents 9,439 13,248| 12,310 11,984 11,427 9,047 8,144 6,425 5,191

Cash distribution to NNPS 1,588 - - - - - - - -
* Portability Transfers:

Employees - - 23 14 181 21 310 21 -
Total Benefits $65,622| $60,735| $54,850| $50,117 $45,303| $38,781| $34,696| $29,998| $26,622
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STATISTICAL SECTION

NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
(A Pension Trust Fund of Newport News, Virginia)

Retired Members by Type of Benefit

Year Ended June 30, 2010

Number of
Amount of Retired Type of Retirement
Monthly Benefit Members 1 2 3 4
Deferred
$ 1 - 3 250 1,328 1,028 33 3 264
251 - 500 1,186 1,073 17 4 92
501 - 750 536 443 16 2 75
751 - 1,000 278 211 16 - 51
1,001 - 1,250 183 153 6 2 22
1,251 - 1,500 146 122 8 3 13
1,501 - 1,750 135 120 1 1 13
1,751 - 2,000 102 92 - 2 8
Over 2,000 769 759 1 3 6
Total 4,663 4,001 98 20 544
Retired Members by Type of Benefit
Year Ended June 30, 2009
Number of
Amount of Retired Type of Retirement
Monthly Benefit Members 1 2 3 4
Deferred
$ 1 - 3 250 1,202 988 33 2 179
251 - 500 1,132 1,027 16 4 85
501 - 750 526 427 18 4 77
751 - 1,000 270 207 15 - 48
1,001 - 1,250 176 149 6 2 19
1,251 - 1,500 142 117 8 3 14
1,501 - 1,750 111 99 1 1 10
1,751 - 2,000 129 115 1 1 12
Over 2,000 96 86 - 2 8
Total 3,784 3,215 98 19 452

Notes:

Type of retirement:

1- Normal retirement for age and service

2- Nonduty disability retire
3- Duty disability retirement

ment

4- Spouse & Dependent Beneficiary payment, death in service
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STATISTICAL SECTION

NEWPORT NEWS EMPLOYEES' RETIREMENT FUND
(A Pension Trust Fund of Newport News, Virginia)
Average Benefit Payments
Fiscal Year Ended June 30

Years Credited Service
Retirement Effective Dates 0-5 5-10 10-15 15-20 20-25 25-30 30+
Period 7/1/09 to 6/30/10
Average monthly benefit $ 65| % 1 26 68 207 456 460
Average final average salary $ 6,878 | $ 28,711 35,930 39,971 38,929 55,366 63,618
Number of retired members 46 49 44 37 35 52 60
Period 7/1/08 to 6/30/09
Average monthly benefit $ 921% 270 | $ 444 589 1,142 2,069 2,382
Average final average salary $ 5113 |$ 26,961 | $ 34,712 39,188 39,648 50,965 60,246
Number of retired members 43 62 55 46 50 53 110
Period 7/1/07 to 6/30/08
Average monthly benefit $ 10| $ 4% 291 614 1,275 2,047 2,271
Average final average salary $ 11461 |% 26536|% 35,124 38,607 41,193 50,312 65,072
Number of retired members 28 55 44 37 40 60 85
Period 7/1/06 to 6/30/07
Average monthly benefit $ 31| % 39| % 88 58 237 541 548
Average final average salary $ 4,063|% 23,614 % 28,594 40,108 42,851 52,283 56,143
Number of retired members 48 41 37 28 36 45 62
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