&  FOSTER & FOSTER

May 4, 2012
VIA E-MAIL

Board of Trustees

City of Sanibel

General Employees’ Retirement Plan
800 Dunlop Road

Sanibel, FL 33957

Re: City of Sanibel
General Employees’ Retirement Plan
Special Actuarial Analysis
Dear Board:
As requested at the April 5 Board Meeting, we have performed a twenty-year cost
projection of the City's General Employees’ Retirement Plan based on the following
method and assumption changes:
o Asset methodology — change from four-year smoothing to pure Market Value.

o Amortization period for payment of the Unfunded Actuarial Accrued Liability
(UAAL) — Maximum of 10 years.

o Investment assumption — reduce from 7.50% to 6.75%.

In addition to the above, a $2.0 million lump sum contribution is assumed as payment
toward the 2004 UAAL method change base.

Except as otherwise disclosed in this correspondence, methods, assumptions, asset
values, and demographic information utilized for performance of the October 1, 2011
actuarial valuation were used for the projections.

1. Exhibit A
Exhibit A discloses the required lump sum contribution required to fully pay for the

increase in the Actuarial Accrued Liability associated with reducing the investment
return assumption.
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Funding Option A sets forth the method changes approved by the Board at the
April 5 meeting, i.e. market value of assets with a 10 year maximum amortization
period for the UAAL. Also reflected in this option is the $2.0 million additional
City contribution.

Options B, C, and D show the required additional City contribution necessary to
pay for the increase in the Actuarial Accrued Liability for a reduction in the
investment return assumption. For example, Option B (7.25% investment
assumption) requires an additional lump sum payment of $682,224 (in addition to
the $2.0 million lump sum contribution already made).

2. Exhibit B — Projected City Contribution Requirements

Exhibit B discloses twenty-year projections of the expected City contribution
requirements for the various investment return assumptions. For each
projection, asset growth is assumed at the current assumption (7.5% net-of-
fees).

As you can see, expected actuarial gains for each scenario, generated as a
result of asset growth that exceeds the assumption, results in reduced City
contribution requirements compared to the current 7.5% assumption.

3. Exhibit C - GASB 25 Funded Ratio

Exhibit C discloses twenty-year projections of the expected GASB 25 Funded
Ratio for the various investment return assumptions. For each projection, asset
growth is assumed at the current assumption (7.5% net-of-fees).

As with Exhibit B, expected actuarial gains for each scenario, generated as a
result of asset growth that exceeds the assumption, results in a faster growth in
the funded ratio compared to the current 7.5% assumption.
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4. Caveat

It is important to keep in mind that these cost projections are estimates only,
based on assets, demographics, methods, and assumptions used for
performance of the October 1, 2011 actuarial valuation. Actual funding
requirements are subject to future Plan experience, and could be higher or lower
than those shown in this study.

If you have any questions, please let me know.

Sincerely,

DHL/rv
Enclosures



zioz 'c fewy
*3U| 1315044 B 181504 :Aq pasedaly

"sjyeusg pPanIodY JO NIBA JUSSaId [210] Aq PSPINP SIaSSY JO BNjBA 13xely e)nuuo) Bunmoio) awy Aq pauiwaiep ogey (v)

*Rjqern] penusdy |eHenioY (B104 AQ POPIAP SI9SSY JO BNfBA (BUENDY :Bjnwo) Buimolios sy Aq paulwsiep ogey (€)

‘uondwNsse WNJa) JUSLASBAU SL Ul UORINPaY 8y) 10} ANNIGer] PANUOY 3y U1 SSEaISU) 3yl Jan0d 0} unowe ue SHE ‘uonnqiauod wns dwnj 0p0'000'ZS (2)
*120°90€"1$ JO Junowe 3y ul |j0IAed [ENULY [EI0L € UO Peseq ase suofnquiuod (1)

%1629 %0Y'L9 6.£'958'6 $29'659'} gsy'vpl'y  sieep0L  Jeel @by Agqug %S9 %20'L2} a
%8L L9 %¥2'09 6.£'058'6 €92'509'} 16£'86E8'C  S/EBAOL  Jowew  8by Aqu3 %00°L %S 221 o)
9%95°09 %90'65 61£'058'6 £62'2L9'1 pezze9's  seepAQL  Jowen @by Agul %STL %¥0'821 a
%bE 65 %88°.S 6€'958'6 9ve'6L9'L 000'000'C  SIBBA 0L e by Aguz %05°L %86°8Z1 v
%.5°05 %Lp'LS $28'59¢€'LL 092'089'% 0 sieap 6z  leuenpy ey Agu3 %05 %5982 Juaung
(v) oney (c) oney (wvn) (1)uewannbay  (2) wwn pousd poylo  Powsiy uogdwnssy  (1)noufedso%  uoado
papuny papuny Aynger) peniaoy Jegiog MO ojjuswhed uogezpowy  jeSSY 1500 wmsy uognquIuoY Bupuny
SE gSvd SZESVD  [euUBNV papunyun pejewns3 wng duny  xep TvvN euemoy  ueumssAul AuD paloadxg

1102 | 12qo0Q Jo Se paujuugag

C SOREY pepun,j sinynj S Ueid oU) U} 25EaIOU) Ol BURRISISIIY Jo @5oding oup 1o} saBueyD uopduinssy pue poweyy

v uqux3

siskieuy jeuenioy (ewsds

uejd Juswamay S3afcjdw] |eJausD
eqiues Jo no



2e02

RGL D WD L WGTL—— WOGL—
ot sequades Bujpug seo 189513

(1574 14174 9z0z 202 oz ozoz 8ioz j-11:74 vioe [414

000°00¢"L

——— 000°009 i

e
: /I.l\.l\.l\\l — T e - 000°'008's

YIMOID 33SSY %S Z 03 paseduio) suoRduwinssy UINJaY JUIWISIAY| | Sk
sejey uonngiyuod MY perdadxy jo uopdefoid Jesp-Auem]
uejd JusWaIneY ,Seekojdwig [eieues
1egiueg jo A9

a Haiyx3g




WEL9—— %00l HETL—— W05l

ot Joquiaydes Bujpu3 seaA 109814
1802 6202 Loz sz02 [>04174 1202 6102 2102 s102 £102 1102

R - — - %0021

YIMOID 13SSY %S°Z 03 pasedwo) suondunssy uinjay JUdaWISAAU|
oney papund 6z gSVoO peoadx3 s,uejd Jo uopasfoly Jeep-Auem]

ueld juewensy ,seafojdwz jeiaues
{eqiueg jo Ao

O ¥aiyx3



