MUHLENBERG TOWNSHIP AUTHORITY
MINUTES OF A SPECIAL MEETING OF THE BOARD

A special meeting of the Board of Muhlenberg Township

Authority, was held on
p.m.
(E.D.T.)
Kutztown Road, Hyde
al2840
3:00
beginning
at
March
12,2018,
Monday,
pursuant
to notice both
Park, Muhlenberg Township, Berks County, Pennsylvania,
advertised and posted according to law.

The following members of the Board were present:

John lmhoff
John Morganti
Stewart E. Lerch
Otto W. Voit, lll
Michael R. King

Also in attendance were Authority Manager Jeffrey A. Calpino and Mark G. Yoder of
counsel. The meeting was attended by John Vargo of Conrad Siegel, actuaries, to
discuss the pension plan of the Authority.

The meeting was called to order at 3:00 p.m. by Chairman lmhoff. Mr. lmhoff invited
Mr. Vargo to address the Board concerning matters relating to the Authority defined
benefit pension plan. Mr. Vargo distributed several handouts to the Board. He provided
an Executive Summary of the actuarial plan valuation performed by Conrad Siegel. Mr.
Vargo explained several elements of the existing plan, and how Authority funding
obligations might change should the Board adopt certain plan revisions. He advised
that the plan had been operating under an old 1984 life expectancy table. The plan will
be modernized to use upto-date life expectancies, which are longer. The plan had
been using an assumed rate of return of 6.5%. Several of the examples shown in the
materials distributed by Mr. Vargo assume a rate of return al7.0%.

ln response to a question from Mr. Voit, Mr. Vargo advised that Conrad Siegel seryes
as both plan actuary and investment advisor. The custodian of funds under the plan is
Charles Schwab. Mr. Vargo personally is responsible for actuarial services.
Based on updating the life expectancy tables, the funded ratio of the plan drops from
91.2% lo 82.3%. Based on Conrad Siegel's analysis, payment into the plan of
$184,871.00 annually would result in the plan being fully funded, and out of deficit, over
a nine year period.

The Board discussed the insurance component of the plan. Mr. Vargo advised that the
plan includes whole life policies, which is an outdated method of handling pension
funds. Term insurance is much less expensive and more advisable, in the opinion of
Conrad Siegel. Mr. Calpino provided a summary of term insurance quotes, with death
benefits fixed at different multiples of annual salary.

Mr. Calpino also provided the Board with a handout showing the current plan benefit
formula, as applied to several MTA employees. The Board and Mr. Vargo discussed
the benefit formula applicable to the plan. The Board discussed allowing benefits to
increase beyond thirty (30) years of service, and also adjusting upward the percentage
of excess average monthly compensation used in determining benefit amounts.
Under the current plan, employees do not become eligible to participate until reaching
the age of 21. The plan vests over a five-year period, beginning at the time an
employee reaches the age of eligibility. Mr. King suggested that the Board should
consider allowing immediate plan participation for new hires at age 18 or more.
It was generally agreed that, if the Board elects to purchase term life insurance for the
benefit of employees, the cash value of whole life policies currently held under the plan
would be credited to the specific employee for whose benefit those policies were
purchased under the plan.

After general discussion with Mr. Vargo, Mr. Voit made a series of recommendations for
consideration by the Board. First, he suggested keeping the plan benefit calculation the
same for now. He suggested changing the age of participation to 1B and retaining a 5year vesting period (after each new employee's probationary period.) He suggested
that insurance be removed from the plan, with the cash value of whole life policies
currently held under the plan to be credited to the account of each specific employee for
whom the insurance was purchased. He suggested purchasing term life insurance for
the benefit of employees, at a rate of two times salary.

An issue was raised concerning the reduction of insurance benefits. and how much
insurance would be necessary in order that no employee has a smaller death benefit
using term coverage than currently exists using the whole life coverages under the plan.
Final figures would need to be determined, but it appeared that term coverage would
need to be three to four times salary in order to achieve that goal.
Mr. Yoder left the meeting at this time.

The general consensus of the Board is to reduce the participation age to 18, assuming
an employee has completed his or her probationary period. Beyond that, the Board
agreed that a more thorough discussion of pension plan asset allocation and benefit
provisions, together with insurance considerations, should take place at a subsequent
meeting. That meeting would involve both Mr. Vargo and Mr. Lytle of Conrad Siegel.
Based on the determination that the discussion involves employees and employee
benefits, an executive session will take place at 5:00 p.m. on Thursday, April 5,2018 to
continue discussion of the pension plan and related issues with the Authority's
actuaries.
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The Board generally discussed

a possible collaborative effort with the Township

of an
concerning u-nitieo gir"g" and training facilities. That topic will be the subject
executive iession to Oegin at approximately 6:00 p.m. on April 5,2018'
There being no further business before the Board, the meeting was adjourned at 4:50
p.m.
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