Classic Values, Innovative Advice

April 23,2010

City of Allentown
Purchasing, Room 234

435 Hamilton Street
Allentown, PA 18101-1699
Attn. Mary Ellen Koval

Re: Request for Proposal — Actuarial Valuation Services RFP No. 2010-12
Technical Proposal

Dear Ms. Koval;

Please find enclosed five (5) copies Cheiron’s Technical Proposal to provide Actuarial
Valuation Services for the City of Allentown, as well as our sealed dollar cost bid under
separate cover.

If you have any questions, please feel free to call.

Sincerely,
Cheiron

\< anem Z amgate—
Karen Zangara, FSA, EA
Consulting Actuary

Enclosures
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Classic Values, Innovative Advice

April 23,2010

City of Allentown
Purchasing, Room 234

435 Hamilton Street
Allentown, PA 18101-1699
Attn. Mary Ellen Koval

Re: Request for Proposal — Actuarial Valuation Services RFP No. 2010-12

Dear Ms. Koval:

Cheiron is pleased to present this proposal for actuarial services to the City of Allentown. As
you read our responses, we hope the following key Cheiron themes will become apparent:

o Extensive Experience: Our consultants have years of experience addressing the unique
needs of some of the largest public pension funds in the country. Current and past
accounts include the statewide retirement systems of Pennsylvania Municipal Retirement
System, Maryland, Montana, Florida, Maine, Delaware, Kansas, Connecticut, Vermont
as well as Fairfax County and Arlington County, Virginia, and the city retirement
systems of Philadelphia, San Diego, San Francisco, Baltimore, Annapolis, Norfolk and
the District of Columbia.

e Unique: Cheiron’s success is based on creating imaginative, sophisticated and clearly
understandable solutions to financial challenges that enable our clients to make the best
policy, funding and design decisions for their funds and beneficiaries.

e Dynamic: Our interactive modeling skills are perhaps the single greatest differentiator
between our firm and others. These dynamic models permit “what-if” scenarios to be
presented instantaneously at meetings, educating all interested parties of your pension
plans’ funded status and contribution requirements. Thus, by the end of the meeting, you
can make knowledgeable decisions impacting your plans.

e Focused: Our focus is on our clients. For more than 25 years, our consultants have
developed lasting relationships with our clients, and gained their respect through high-
quality work and value-added services. That client orientation has been rewarded by the
steady growth of our client base. We have never been terminated from a large account.

For more information about our company and our distinctive style of consulting, please visit
our website at www.cheiron.us. Thank you for considering Cheiron, and we look forward to
answering any questions you may have.

Sincerely,
Cheiron

aren Zangara, FSA, EA Kenneth A. Kent, FSA, FCA, EA
Consulting Actuary Consulting Actuary

1750 Tysons Boulevard, Suite 1100, McLean, VA 22102 Tel: 703.893.1456 Fax: 703.893.2006 www.cheiron.us




TECHNICAL PROPOSAL

A. Proposal Cost

The price for the completion of the preparation of reports required under Act 205 as
described above, under Scope of Work sections I - VII of this Request for Proposal for
the years 2010, 2011, 2012, 2013, and 2014.

Please see Price Proposal under separate cover.

B. Special Project Cost
Method for computing charges for special actuarial projects, if requested.

Please see Price Proposal under separate cover.

C. Financial Soundness of Proposer

The Proposer's two (2) most recent certified annual reports, including balance sheets
and profit and loss statements, should be submitted with its proposal. All information
pertaining to the financial soundness of Proposers shall remain confidential. The City of
Allentown will contract only with a Proposer found to be financially sound. In addition,
the City should be notified if there is a major claim(s) against the firm that could
impact on their ability to perform.

With regard to Cheiron’s most recent annual reports, as a private company, Cheiron will be
happy to share detailed financial statements should we be selected as a finalist for this RFP.
Cheiron deems the financial information requested to be extremely confidential.

Cheiron’s capital structure does not rely on revolving debt, nor indeed long-term debt that
will require refunding at maturity. We do maintain a borrowing facility with our bank as a
mechanism for cash flow management and tax planning. So far we have called on this
facility on two occasions with a maximum borrowed balance of under $200,000 (less than
2% of our revenues). Our borrowing needs are most likely to occur at the start of the fiscal
year after cash built-up during the prior year is distributed in the form of bonus remuneration.
In this regard, it is important to know that the senior staff receives a high proportion of their
overall compensation by way of bonuses, which mitigates borrowing requirements and
enhances cash flow during the year. Should Cheiron experience a severe drop in revenues,
the cash build up would be less and the bonus payments would fall commensurately. In short
we aim to maximize our flexibility in remuneration to achieve a fiscally sound long-term
business plan. We are happy to report that Cheiron has been steadily growing since its
formation in 2002, and in 2009 firm-wide revenues exceeded $10 million. We have
distributed profits in each year of our existence.
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D. Key Personnel

The names, titles, and areas of responsibility for key personnel to be assigned to
Actuarial Valuation Services (include resume which indicates background and
experience).

e Karen Zangara, FSA, EA, MAAA is proposed as the lead actuary for this engagement.
Karen has over 12 years of experience advising on actuarial, financial, compliance and
administrative matters associated with retirement plans. Karen’s primary focus has been
pension plan valuations, including funding and accounting requirements. In addition, she
has had extensive experience with employee benefit statements, experience studies, and
pension plan design analysis. Since joining Cheiron, Karen has worked on the
Pennsylvania Municipal Retirement System, the City of Philadelphia Municipal
Retirement System, and the City of Philadelphia Postretirement Health Plan. She is very
well versed with Act 205 and Act 44. Her other public sector experience includes backup
consultant for the Arlington County Employees’ Retirement System and the San Diego
City Employees’ Retirement System excess benefit plan.

¢ Kenneth A. Kent, FSA, FCA, EA, MAAA s the proposed backup actuary and peer
reviewer for this engagement. Ken, with over 30 years of actuarial consulting
experience, joined Cheiron in 2005 from a large national consulting firm where he was
responsible for all multiemployer work for the Mid-Atlantic region and is one of six
public sector experts nationally. Ken’s expertise in managing the complex financial,
regulatory, legal and administrative issues surrounding pension and defined contribution
plan design and funding strategies has helped scores of public sector and corporate plan
sponsor clients, as well as multiemployer, single employer plans since 1976. Ken, as a
past Vice President of Pensions for the American Academy of Actuaries, has testified
before Congress on issues of pension funding and reform. He is the current chair of the
Public Plan Subcommittee of the American Academy of Actuaries.

Ken has over 20 years of experience working with the City of Philadelphia, both in his
present tenure with Cheiron as well as with a prior employer. He also has been the lead
actuary for the Pennsylvania Municipal Employees’ Retirement System (PMRS) since
2006. In his capacity as PMRS’s actuary and the City of Philadelphia’s actuary, he has
worked extensively with Act 205, completing the full form filings and working from time
to time with the State Treasurer’s office in addressing the needs and special issues.
Additionally, he has had a long standing working relationship with the State Retirement
Commission.

o Anu Patel, ASA, EA is the proposed project manager for this engagement. Anu has over
ten years of experience in retirement plans. Her experience is primarily in the employee
benefits arena, and her primary responsibilities include all aspects of pension and retiree
medical actuarial valuations, benefit calculations, experience studies and plan design
studies. Anu has experience working on other public sector plans including the City of
Philadelphia Municipal Retirement System, Maine Public Employees Retirement System
and the DART Contributory Pension Plan.
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Complete résumés for each of these individuals can be found in Appendix A to the proposal.
Additional staff will be assigned upon contract award, based on availability and skill-set.
E. Include in your proposal the following information:

1. Firm name, address, phone number, fax number, and person responsible for this
proposal.

Firm name: Cheiron, Inc.

Address: Philadelphia, PA office Washington, DC office
1000 Atrium Way 1750 Tysons Boulevard
Suite 403 Suite 1100
Mount Laurel, NJ 08054 McLean, VA 22102

Phone: 877-243-4766 703-893-1456

Fax: 609-257-0093 703-893-2006

Contact: Karen Zangara, FSA, EA, MAAA

2. How long your firm has been in business.

Cheiron was incorporated in the State of Delaware in September 2002 and began
business in November 2002.

3. How long your firm has serviced local government pension plans.

Cheiron has been servicing local government pension plans since its inception in 2002.
However the consultants at Cheiron have performed the required services listed in this
RFP for public plans of the same complexity as that of the City of Allentown for more
than 25 years.

4. How many Actuarial Valuation Reports and Act 205 Forms did your firm complete
for submission to PERC for the following years:

2005__none
2006__4 forms
2007 _680+ forms
2008__4 forms
2009__ 690+ forms

(3]
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5.

6.

8.

9.

10.

How do you present the results of the Actuarial Report to the municipality?

Mail X  Telephone Client Meeting X
Other Explain:

If by client or telephone conference call, are the fees for this service included in the
material report fees? If not, what is the fee?

Yes — these fees are included in the material report fees.

How many allocation reports and/or Act 205 Forms for submission to PERC did
you complete for City sponsored defined benefit plans in 2009?

Cheiron completed Act 205 Forms for 695 City sponsored defined benefit plans under the
Pennsylvania Municipal Retirement System (PMRS). We also file for the Borough of
Edwardsville. In addition, we completed two sets of forms (six forms altogether) for the
City of Philadelphia Municipal Retirement System in order to reflect Act 205 Chapter 10
Section 1001(c) provisions.

How many people does your firm employ? Of those, how many employees deal with
the local government plans?

Cheiron employs 61 staff nationwide, of which 31 are credentialed actuaries, all of whom
service local government plans.

How are you compensated, i.e., fee-for-service, hourly, etc.?

Cheiron’s consulting actuaries are compensated with a total compensation package,
which includes a base salary, benefits, and bonuses. There are no hidden compensation

elements which may bias our work, such as kick-backs for recommending other vendors
or services.

Give a complete list of proposed fees broken down by each of the three pension
plans.

Please see Price Proposal under separate cover.
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Supplemental

A. Firm’s Qualifications, personnel, and organizational strengths and achievements.

Cheiron’s senior consultants all have significant public sector experience, many with other
firms who have come together to concentrate this expertise in a firm dedicated to bring more
proactive consulting to public plans.

The following lists the public sector sponsors of retirement funds which have been served by
one or more of Cheiron’s consultants:

State & Federal Government

e © o o o

Delaware Public Employees’ Retirement System (7 plans)
County & Municipal Employees’ Pension Plan
Diamond State Port Corporation Pension Plan

Delaware County & Municipal Police/Firefighters Pension Plan
Special Pensioners

Delaware State Judiciary Pension Plan

Delaware State Police Pension Plan

Delaware State Volunteer Firemen’s Pension Plan
Maine Public Employees Retirement System (4 plans)

> Judicial Retirement Program

> Legislative Retirement Program

» Consolidated Plan for Participating Local Districts

> State Employee and Teacher Retirement Program
Montana Public Employees Retirement Board (8 plans)
Firefighters’ Unified Retirement System

Game Wardens’ and Peace Officers’ Retirement System
Highway Patrol Officers’ Retirement System

Judges’ Retirement System

Municipal Police Officers’ Retirement System

Public Employees’ Retirement System

Sheriffs’ Retirement System

Volunteer Firefighters’ Compensation Act

Pennsylvania Municipal Retirement System

State of New Jersey Pension & Health Benefits Review Commission
US Army Nonappropriated Fund

US Court of Appeals for Veterans Claims

US Tax Court Survivors Annuity Plan

v Vv
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Local Government

Amalgamated Transit Union Local 900 Pension Plan (Pace North)
Arlington County Employees’ Retirement System, VA

Borough of Edwardsville

City of Hampton Employees’ Retirement System
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City of Norfolk Employees’ Retirement System
City of Peoria Police Pension Fund
City of Philadelphia Municipal Retirement System
DART Contributory Pension Plan
District of Columbia Office of Personnel
Employees’ Retirement System of the City of Baltimore, MD (2 plans)
» Elected Officials’ Retirement System
> Employees’ Retirement System
e Fairfax County Retirement Systems, VA (3 plans)
> Employees’ Retirement System
» Police Officers Retirement System
> Uniformed Retirement System
e Kansas City Retirement Systems (2 plans)
> Employees’ Retirement System
> Firefighters’ Pension System
Metropolitan Washington Council of Governments
Retirement Plan for Pace West Division Employees
Retirement Plan for the Police and Fire Departments of the City of Annapolis, MD
City and County of San Francisco Employees’ Retirement System
San Diego City Employees Retirement System (3 plans)
> San Diego County Regional Airport Authority
> San Diego City Employees’ Retirement System
> San Diego Unified Port District
Santa Barbara County Employees Retirement System
Springfield Area Transit Co., Inc. (SATCO)
Washington Metropolitan Area Transit Authority (WMATA)

The following are references with contact information:

Name of Jurisdiction: Philadelphia Retirement Board

Contact Name: Mr. Robert Dubow

Finance Director & Chairman of Retirement Board
13th Floor, Municipal Service Bidg.

11401 J.F.X. Blvd.

Philadelphia, PA 19102-1681

215-686-6140

Name of Jurisdiction: Pennsylvania Municipal Retirement System
Contact Name: Mr. James B. Allen
Secretary

Eastgate Center

1010 N. 7™ Street, Suite 301
Harrisburg, PA 17102-1400
717-787-2065
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