ERIE COUNTY WATER AUTHORITY
INTEROFFICE MEMORANDUM

February 12, 2019

To: Commissioners Schad, Carney and Jones
From:  Karen A. Prendergast, Chief Financial Officer W

Subject: Actuarial Valuation of Other Post-Employment Benefits (OPEB)

The attached report was prepared by Benefit Plans Administrative Services, Inc. (BPAS)
in compliance with Government Accounting Standards Board (GASB) Statement 75 —
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions (OPEB).

The Authority is required to account for its commitment to provide health insurance to
employees in retirement. Health insurance benefits are provided to retirees meeting the
eligibility requirements based on policy or the applicable collective bargaining agreement.

Retirement benefits are recognized as they are earned during each year of employment.
For the year ended December 31, 2019 the Authority’s liability was calculated at $90,082,536, as
compared to $89,646,879 in 2018 — an increase of $435,657.

Factors contributing to the change are summarized below.

» Annual service and interest costs increase our liability;

» Improved mortality assumptions and health care cost trends decreased our
liability; and

» The repeal of the ACA’s high-cost plan tax (Cadillac tax) and the Health Insurer
Fee on December 20, 2019 decreased our liability.

Our OPEB expense for the year ending December 31, 2019 was $3,344,867, $1,327,720
lower than our 2018 OPEB expense of $4,669,997. The decrease is largely due to the change in
the Affordable Care Act taxes.

If you have any questions or would like BPAS to make a formal report the Board, please
let me know and I will reach out to them.

oe T. McCracken
M. Murphy
R. Stoll
J. Tomaka



706 N. Clinton Street | Suite 200 | Syracuse, NY 13204
P 866.401.5272 \W bpas.com

PRIVATE AND CONFIDENTIAL

January 2020

Ms. Karen Prendergast
Chief Financial Officer

Erie County Water Authority
350 Ellicott Square Building
Buffalo, NY 14203

Actuarial Certification
Dear Karen:

The enclosed exhibit presents the interim actuarial valuation and final Notes to Financial Statements for Erie
County Water Authority’s retiree group health benefits program for the fiscal year ending December 31, 2019 in
accordance with Statement No. 75 of the Governmental Accounting Standards Board.

This valuation has been conducted in accordance with generally accepted actuarial principles and practices. The
actuaries involved in this engagement are members of the American Academy of Actuaries and other professional
actuarial organizations and meet the “Qualification Standards for Actuaries Issuing Statements of Actuarial
Opinion in the United States” to render the actuarial opinion outlined herein.

Our calculations were based upon plan data submitted as of January 1, 2018 and financial data as of the
December 31, 2019 measurement date. While the scope of our engagement did not call for us to perform an
audit or independent verification of this information, we have reviewed this information for reasonableness, but
have not audited it. The accuracy of the results is dependent upon the accuracy and completeness of the
underlying information which is the responsibility of those who supply the data.

The calculations reported herein have been made on a basis consistent with our understanding of GASB 75.
Determinations for purposes other than meeting Erie County Water Authority’s financial accounting requirements
may be significantly different from the results reported.

For purposes of determining benefit obligations and costs as of the December 31, 2019 measurement date,
participant data as of January 1, 2018 is used. Benefit obligations are projected to the measurement date using
roll forward techniques by assuming no actuarial gains or losses in the interim, except for those assumption
changes necessary to reflect the assumptions as of the measurement date.

Solving Tomorrow’s Benefit Challenges Today
BPAS Services: Plan Administration & Recordkeeping | Actuarial & Pension | TPA | Fiduciary | Healthcare Consulting | VEBA & HRA/HSA
AutoRollovers & MyPlanLoan | Transfer Agency | Fund Administration | Collective Investment Funds
BPAS Subsidiaries: Hand Benefits & Trust | BPAS Trust Company of Puerto Rico | NRS Trust Product Administration | Global Trust Company
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The Notes to Financial Statements reflect a discount rate of 2.75%, updated mortality and healthcare trend rates,
and actual benefit payments made throughout the year. The discount rate was selected based on the Fidelity
General Obligation 20-Year AA Municipal Bond Index. The mortality table was selected based on a review of
published studies. All other assumptions and plan provisions remain the same as those detailed in our valuation
report issued February 2019. These assumptions represent anticipated future experience under the Plan and
were selected based on Erie County Water Authority’s expectation with regard to each assumption. We believe
the assumptions are reasonable for the purposes for which they are being used.

As of the December 31, 2019 measurement date, the liability no longer includes the projection of costs associated
with the "Cadillac Tax" or the Health Insurer Fee. In order to reflect the removal of the Health Insurer Fee, 2019
premiums excluding the Health Insurer Fee were relied on for the calculation of the year-end liability. The year-
end spending package signed into law on December 20, 2019 repealed the Patient Protection and Affordable Care
Act's high-cost plan tax known as the "Cadillac tax" and the Health Insurer Fee.

Future actuarial measurements may differ significantly from the current measurements presented in this report
due to such factors as the following: retiree group benefits program experience differing from that anticipated by
the assumptions; changes in assumptions; increases or decreases expected as part of the natural operation of the
methodology used for these measurements (such as the end of an amortization period); and changes in retiree
group benefits program provisions or applicable law. Retiree group benefits models necessarily rely on the use of
approximations and estimates, and are sensitive to changes in these approximations and estimates. Small
variations in these approximations and estimates may lead to significant changes in actuarial measurements. Due
to the limited scope of the engagement, an analysis of the potential range of future measurements was not
completed. Results that differ from those shown in this report, within a reasonable range, could also be
considered appropriate.

The information contained in this exhibit was prepared for the use of Erie County Water Authority and its auditors
in connection with our actuarial valuation. It is not intended nor necessarily suitable for other purposes. To avoid
misrepresentation, it is intended to be used in its entirety.

Should you have questions or need additional information, please do not hesitate to contact us.

Respectfully submitted,

BPAS ACTUARIAL AND PENSION SERVICES, L.L.C.

D)4 = id ) [y

Nicholas Mark, F.S.A., E.A. Mjchael J. @6skanza, F.5.AZEA.

Member of the American Academy of Actuaries Member jof he American Academy of Actuaries
(315) 703-8974 (315) 703-8982

nmark@bpas.com mcostanza@bpas.com

NRM:MIC:js:atc
Enclosures

N:\LargePlan\Client\ERICOU8522\HC\2019\Valuation\Letters\EWCA GASB 75 12-31-2019 NTFS Actuarial Certification.doc



Erie County Water Authority
GASB 75 Interim Actuarial Valuation
For the Retiree Group Health Benefits Program

Measured Using a Discount Rate of 3.71% as of January 1, 2019 and 2.75% as of December 31, 2019

For the Reporting Period January 1, 2019 — December 31, 2019

. ECWA
Total OPEB Liability (TOL)

Retirees & Dependents $39,573,023

Actives 50,073,856
Disableds 0
Total OPEB Liability $89,646,879

Additional Obligation attributable to future service 27,716,970

Present Value of Projected Future Benefit Payments  $117,363,849

Net OPEB Liability

Total OPEB Liability (TOL) $89,646,879

Plan Fiduciary Net Position N/A
Net OPEB Liébility $89,646,879

Calculation of Annual OPEB Expense
Service Cost
Interest Cost
Projected Earnings on Plan Investments
Change of Benefit Terms
Recognition of Deferred (Inflows)/Outflows
o Differences between Expected and Actual Experience

52,766,281
3,389,502
0

0

(2,210,744)

e Changes of Assumptions or Other Inputs (600,172)

e Differences in Investment Experience 0
Annual OPEB Expense $3,344,867
[Actual Benefit Payments $2,103,839 |

Prepared by BPAS Actuarial & Pension Services
01/24/2020
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Erie County Water Authority
GASB 75 Interim Actuarial Valuation

For the Retiree Group Health Benefits Program
Measured Using a Discount Rate of 3.71% as of January 1, 2019 and 2.75% as of December 31, 2019
For the Reporting Period January 1, 2019 — December 31, 2019

Calculation of Assumption Change Deferred (Inflows)/Outflows ECWA

Total OPEB Liability (TOL) as of 12/31/2019 prior to Assumption/Input Changes 93,580,949
Total OPEB Liability (TOL) as of 12/31/2019 after Assumption/Input Changes 103,236,091
Differences due to Assumptions/Input Changes measured 12/31/2019 9,655,142
Amortization Period (years) 5.926
Recognition of New Assumption Change (Inflows)/Outflows 1,629,285
Recognition of Prior Assumption Change (Inflows)/Outflows (2,229,457)
Recognition of Assumption/Input Change (Inflow)/Outflow for current year (600,172)
Calculation of Experience Change Deferred (inflows)/Outflows ECWA

Total OPEB Liability (TOL) as of 12/31/2019 prior to Experience Changes 103,236,091
Total OPEB Liability (TOL) as of 12/31/2019 after Experience Changes 90,082,536
Expected Benefit Payments, including associated interest cost 2,260,739
Actual benefit payments, including associated interest cost 2,142,865
Differences due to Experience Changes measured 12/31/2019 (13,271,429)
Amortization Period (years) 5.926
Recognition of New Experience Change (Inflows)/Outflows (2,239,526)
Recognition of Prior Experience Change (Inflows)/Outflows 28,782
Recognition of Experience Change (Inflow)/Outflow for current year (2,210,744)

Projection of Future Cash Flows

The table below displays a ten year projection of future cash flows. We assume the plan will continue to be open
to new participants, however, the projection of future cash flow is based on a closed group valuation and actuarial
assumptions as of the measurement date December 31, 2019. It does not consider the impact of future new

hires.

Measurement

Period Ending
2020 $2,221,106
2021 2,346,873
2022 2,471,547
2023 2,632,233
2024 2,810,965
2025 3,028,206
2026 3,193,607
2027 3,352,893
2028 3,604,332
2029 3,800,711

Prepared by BPAS Actuarial & Pension Services
01/24/2020
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Erie County Water Authority
GASB 75 Notes to Financial Statements
For the Retiree Group Health Benefits Program
Reported as of December 31, 2019

Change in Total OPEB Liability (TOL) FY 2019 FY 2018
Total OPEB Liability at Beginning of Year $89,646,879 $99,640,307

Service Cost 2,766,281 3,378,431

Interest Cost 3,389,502 3,372,947

Change of Benefit Terms 0 119,294

Differences between Expected and Actual Experience (13,271,429) 191,341

Change of assumptions or other inputs 9,655,142 (14,821,432)
Actual Benefit Payments (2,103,839) (2,234,009)
Total OPEB Liability (TOL) at End of Year $90,082,536 $89,646,879
Change in Plan Fiduciary Net Position FY 2019

Plan Fiduciary Net Position - beginning of year S0 50

Contributions from the Employer 2,103,839 2,234,009

Net Investment Income 0 0

Actual Benefit Payments (2,103,839) (2,234,009)
Administrative Expenses 0 0

Plan Fiduciary Net Position - end of year S0 S0

Funded Status 12/31/2019|

12/31/2018

Total OPEB Liability (TOL) $90,082,536 $89,646,879
Plan Fiduciary Net Position 0 0
Net OPEB Liability (NOL) $90,082,536 589,646,879
|Plan Fiduciary Net Position as a Percentage of Total OPEB Liability 0% D%l
Annual Covered Employee Payroll $16,908,970 $16,271,826
Sponsor's Net OPEB Liability as a Percentage of
Annual Covered Employee Payroll LI A0
Annual OPEB Expense
Service Cost $2,766,281 $3,378,431
Interest Cost 3,389,502 3,372,947
Projected Earnings on Plan Investments 0 0
Change of Benefit Terms 0 119,294
Recognition of Deferred (Inflows)/Outflows
e Differences between Expected and Actual Experience (2,210,744) 28,782
e Changes of Assumptions or Other Inputs (600,172) (2,229,457)
e Differences in Investment Experience 0 0
Annual OPEB Expense $3,344,867 $4,669,997
Prepared by BPAS Actuarial & Pension Services Page 5
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Erie County Water Authority
GASB 75 Notes to Financial Statements
For the Retiree Group Health Benefits Program
Reported as of December 31, 2019, continued

Actuarial Methods and Assumptions
Reporting Date 12/31/2019 12/31/2018

Measurement Date 12/31/2019 12/31/2018
Actuarial Valuation Date 1/1/2018 1/1/2018
Discount Rate 2.75% 3.71%
Rate of Compensation Increase 2.50% 2.50%
Inflation Rate (CPI) 2.25% 2.25%
Inflation Rate (Chained CPI) 2.00% 2.00%
Actuarial Cost Method Entry Age Normal Entry Age Normal
Amortization Method Level Percentage Level Percentage
Amortization Period 5.926 years 6.648 years
Method used to determine Actuarial Value of Assets N/A N/A

Deferred (Inflows) and Outflows of Resources as of December 31, Deferred Outflows of Deferred (Inflows)

12019 Resources of Resources

Differences between Expected and Actual Experience $133,777 ($11,031,903)

Change of Assumptions 8,025,857 (10,362,518)

Net difference between projected and actual earnings on OPEB plan 0 0

investments

Total $8,159,634 (21,394,421)
Prepared by BPAS Actuarial & Pension Services Page 6

01/24/2020



020Z/vZ/10
[ 98ed S301AUIS UOISUSd 73 |BUENIIY SYdg Ag paJedald

(8TS‘29£'0T) $ £598'SZ08 S (S£6°T6S°2T) $ = $

LS8'ST0'8 S8T'6T9'T r1'959°6 6T0C
(815"29€°0T) (rT6°8SY'Y) (S£6'T65°2T) (£5¥'622'7) (zer'17871)
(P)—(q) (P)—(e) (p) 6TOZ (2)=(q) (G)-(e) (2) 8T0T (e) TE/TT
$324n0S3aYy $324N0S3aY ‘1€ 19quwadag ysnoiyy $321N0sS3Y $924n0s3y “IL€ Joaquwiadaqg ySnoayl S35507 papu3j pouad
30 (smojyuj) JO smojang asuadx3y g3d0 anid90d Jo (smoyjup) J0 SMO|JINO asuadx3 g3d40 2A1333910) | 28uey) induj | 3fuey) 3ndu] | Juswainsealy

paiiajaq paiiasaq ul papnjau| spunowy pauayaq paiiajaqg ui papnpuj sjunowy | /uondwnssy | / uondwnssy
ELVrsE] (o) ELARET o) an1393]|0D) 3A1323]10D

6T0C 810¢
“I€ 49qwada( 1e saJuejeg an1d3||0d ‘T€ 13qWia23( e SadUB|eg INIFII|0D

(6TOZ "T€ Joquiadag papuj poliad JUsWaJnseal)J sUodWnssy Ul SeSuey) WoJj SUISLY S80Jn0say JO SMOIINQ,/ (SMO[JU[) paiiajaq anida[|0)

£20'v9 s (2£1'009) s (2£1'009) $ (z£1°009) $ (zLt'009) $ (zLt'009) SR VA - raard IS asuadxa g340 aA1329]|02 Ul (aseasdaq) aseasdu| 13N
LTIL80S'T S82679'T S87°679'T S87'629°T S82'629°T S87°629'T 09Z6'S 1's59'6 6102
(069°¢P¥'T) § (Ls¥'6TTT) S (Ls¥'ecet) s (Lsv'ere’a) S (Lsv'eze’n) s (s¥'ezee)  § (Lsveze’d) o 0899 (zev 128YT) S 810T

(saeap) sann suondwnssy 1g/eT
321A49s ululewsy | / sinduj jo sasueyd papu3 pollad
pa12adx3 adesany juawainseay

\6T0Z 'TE J=2quuade papud poliad JuaWwalnsea|Al) SUOIIAWNSSY Ul Sasuey) wold} sulsLly asuadx3 9340 2A1129]|0D ul (9seaddaq)/asealdu]

panunuol ‘610z ‘T 1aquialiaqg fo sp payioday
weaSoud syyauag yiesHy dnouo 21119y ayy 104
sjuswiajels [edueuly 03 sal0N S/ 9SYD
Muoyiny Ja1ep Auno) 2143



g 98ed
(e06'T€0TT)  § liL'seT S
(c06‘TE0TT)

LLL'EET

(p)—(a)

S$S321N0S3ay
40 (smojui)
paJiajeq
3nP3||0d

(p) —(e)
$32JN0S3Y
30 SMO|33N0
pasajaq
3A1123]]0D

610Z

(9z5'6ETT)
¥95°LS
(p) 6TOZ
‘I€ Jaquwialag ysnoayl
asuadx3 g340 2A13239]|0D
ul papnjauj saunowy

0e0z/ve/10

SIDIAIDS UOISUI 73 |BIIENIDY SY T Aq paJedald

N " § 6S5291 $

(6zv'TLTET)
655791 78L°8T
(3) —(e)
$924N0S3aYy
JO SMo|jAnQ0
pasiajaqg
EV kbl [}

(2)—(a)
$321N0S3Y
30 (smop3ui)
paJialag
an123||0)

(q) suren
duanadxy

(2) 8102
‘IT€ 413quadag ysnoays
asuadx3 g3dO A1323]|0D
ul p3pN|au| sjunowy

810¢

TYET6T
(e) sass07
2Jualadx3y

6102

8102

TE/TT
papu3 pouad
juswainsean]

‘T€ Jaquwiada 1e saJuejeg IAI3I3]|0D ‘I€ 19quwia3q 3e saduejeg INIFI|0D

(6T0¢C ‘1€ J9qWiada pspud polad JUSWaINSEal\) Sousliadx] Ul saguey) Wolj SUlSHy S331n0say JO SMOINQ, (SMOJU[] paliajaq aAlda[[0)

(ost'sso’s) s (vpi'ote’z) s (wbL'otee) s (vvlote'e) § (wwi'ote'e) s (bblote’e) § 28L8T S asuadxa g§3d0 2A1339][02 ul (3seanaq) asealou| 13N
(66£°€£07) (9z5'6€2°2) (975'6£2°2) (9zs‘6g2T) (9z56£2T) (9z5'6£2°7) 0926'S (6T TLTET) 6T0T
679'8T $ T8L'8T S 78L'8 S T8L'ST S 78L'8T S 78.'8T $ T8L'ST S 0899 TFETET S 8T0Z

(s1e3ap) sann
321/u3S Sululeway
pa12adx3 a8esany

3ouauadxy
|en3dy pue pajladxy
ulamiaq sadualaylg

TE/TT
papu3 poliad
JUIaWaINsean]

(6T0¢ '1£ 19qWiaoaQ papu3 PoOliad JUSWSINSEa}) 9oUaIIadX] Ul So5UBL) WO} SUISHY 95UsdXd 9340 9API[[0) Ul (95ea199()/9seaou]

panuiiuod ‘610 ‘TE 4aquialaqg Jo sp pajioday
weJssoud s11jouag yijeaH dnoio 334119y ay1 Jod
sluawalels |eldueuld 0} saloN S 9SVO
Auoyiny Jarepn Ajuno) a3



Erie County Water Authority
GASB 75 Notes to Financial Statements
For the Retiree Group Health Benefits Program
Measured as of December 31, 2019; Reported as of December 31, 2019(continued)

Assumed pre-65 medical trend rates at end of year
Healthcare cost trend rate assumed for next measurement period 6.750%|
Rate to which the cost trend rate is assumed to decline (the ultimate trend rate) 3.784%
Measurement period that the rate reaches the ultimate trend rate 2075

Assumed post-65 medical trend rates at end of year

Healthcare cost trend rate assumed for next measurement period 4.500%)
Rate to which the cost trend rate is assumed to decline (the ultimate trend rate) 3.784%
Measurement period that the rate reaches the ultimate trend rate 2075
Assumed prescription drug trend rates at end of year

Healthcare cost trend rate assumed for next measurement period 7.000%
Rate to which the cost trend rate is assumed to decline (the ultimate trend rate) 3.784%
Measurement period that the rate reaches the ultimate trend rate 2075
Assumed trend rates for additional henefits at end of year

Trend for administrative fees per annum 3.250%;

Sensitivity to Discount Rate and Healthcare Trend Rate

Discount Rate at Measurement Date 2.75%
Net OPEB Liability (NOL) at Current Discount Rate and Healthcare Trend Rates $90,082,536
Net OPEB Liahility (NOL) at 1% Decrease in Discount Rate $108,354,454
Net OPEB Liability (NOL) at 1% Increase in Discount Rate $76,088,814
Net OPEB Liability (NOL) at 1% Decrease in Healthcare Trend Rates $75,235,186
Net OPEB Liability (NOL) at 1% Increase in Healthcare Trend Rates $109,157,347

As of the December 31, 2019 measurement date, the discount rate was updated from 3.71% to 2.75%. The change in discount rate resulted
in an increase in liabilities.

As of December 31, 2019, the mortality assumption was revised to the sex-distinct Pri.H-2012 Mortality Tables for employees and healthy
annuitants adjusted for mortality improvements with the Scale MP-2019 mortality improvement scale on a generational basis, The revised
assumption resulted in a decrease in liabilities.

As of the December 31, 2019 measurement date, the annual rate of increase in healthcare costs was revised to better reflect future
expectations, including updating long-term rates based on the SOA Long Term Healthcare Cost Trends Model v2020_h (the Getzen model). A
review of published National trend survey data in relation to the retiree health plan offerings was the basis for this change. The revised
assumption resulted in a decrease in liahilities.

As of the December 31, 2019 measurement date, the liability no longer includes the projection of costs associated with the "Cadillac Tax" or
the Health Insurer Fee (HIF). In arder to reflect the removal of the Health Insurer Fee, 2019 premiums excluding the Health Insurer Fee were
relied on for the calculation of the year-end liability. The year-end spending package signed into law on December 20, 2019 repealed the
Patient Protection and Affordable Care Act's high-cost plan tax known as the "Cadillac tax" and the Health Insurer Fee. The result of these
changes is a decrease in liabilities.
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