State of Wisconsin Purchase Order

FORMA ACCOUNTING STATEMENTS AS PROPOSED
IN LETTER DATED OCTOBER 12, 2012. GRS WILL
PRODUCE PRO FORMA ACCOUNTING STATEMENTS
FOR THE YEAR END DECEMBER 31, 2011. NOT TO
EXCEED $30,000.00 WITHOUT ADVANCE WRITTEN
APPROVAL.

SEND INVOICE IN TRIPLICATE TO: PO Code & Type
Purchase Order Number
ACCOUNTS PAYABLE - (608) 267-9223 1-REGULAR ETC000111
ETFACCOUNTSPAYABLE@ETF.STATE.WI.US
EMPLOYEE TRUST FUNDS (Show abave number on all
P.O. BOX 7931 shipr:nengs, correspondence
d
MADISON WI 53707-7931 and involces)
DATE:; 11/29/2012
Vendor: Ship to:
GABRIEL RCEDER SMITH & CO Eﬂéglc.)%‘al_irg g:l\](iTBEIlEJNDS
D # 78009
P .Ii)P.Taox 78000 MABISON Wi 53707.7831
DETROIT MI 48278-0009
FEIN/SSN Requisition No. Shipping instructions:
----------- BTC000148
FOB Terms Delivery Reference Bid No. Statewide Contract No.
DEST NET 30 6/30/2013 1011212012 ETG0011
Quantity | Unit Item Description Commodity Code Unit Price Total
1] LOT |GASB STATEMENT NO. 68 ACTUARIAL STUDY - PRO 94612000000 $30,000.00

INVOICE MUST SHOW PURCHASE ORDER NUMBER.

TOTAL = $30,000.00

Agency Contact - Name and phone no.

Robert Willett
608-266-0904
Department of Employe Trust Funds

Order Approved - Signature

/)%

LKA s
JA~CB-) 2,

Acknowledge this order promptly. No weekend or holiday defiveries.

Accempany each delivery with a shipping ticket or memo showing Purchase Order
Number and material furnished.

If any item(s) on this arder is a hazardous chemical, as defined under 29 CFR
1910.1200, pravide one copy of a Material Safety Data Sheet for each item with the
shipped container and one copy with the Invoice.

VENDOR -- See Standard Terms and Conditions of Purchase included.

Please note

Tax exemptions

The State Of Wisconsin and its agencles are exempt from payment of all
federal tax and Wisconsin state and local taxes on its purchases except
Wisconsin excise or occupation tax as described on the attached form. The
State of Wiscensin has issued Sales Tax Exempt No.:

to the Department of Employe Trust Funds

Federal Exemption No. 39-73-1021-K is on file with the fnternal Revenue
Service, Milwaukee, WI.

State of Wisconsin Purchase Order DOA-5796 (C10/2004)
Department of Administration - Division of Administrative Services
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Wisconsin Depariment of State of Wisconsin

Administration

Chs. 16.51 Wis. Stats. ' Standard Terms and Conditions -

DOA-3054A (R09/2004)

Antitrust Assignment: The contractor and the State of
Wisconsin recognize that in actual economic practice,
overcharges resulting from antitrust violations are in fact
usually borne by the State of Wisconsin (purchaser). Therefore,
the contractor hereby assigns to the State of Wisconsin any
and all claims for such overcharges as fo goods, materials or
services purchased in connection with this contract.

Applicable Law and Compliance: This contract shall be
governed under the laws of the Siate of Wisconsin, The
contractor shall at all times comply with and observe all federal
and state laws, local laws, ordinances, and regulations which
are in effect during the period of this contract and which in any
manner affect the work or its conduct. The State of Wisconsin
reserves the right to cancel this condract if the contractor fails to
follow the requirements of s. 77.66, Wis. Stats. and related
statutes regarding certification for collection of sales and use
tax. The State of Wisconsin also reserves the right to cancel
this confract with any federally debarred contractor or a
contractor that is presently identified on the list of parties
excluded from federal procurement and non-procurement
contracts.

Cancellation: The State of Wisconsin reserves the right to
cancel any contract in whole or in part without penaity due to
nonappropriation of funds or for failure of the contractor to
comply with terms, conditions, and specifications of this
contract.

Work Center Criteria: A work center must be certified under
8.16.762, Wis. Stats., and must ensure that when engaged in
the production of materlals, supplies or equipment or the
performance of contractual services, not less than seventy-five
percent (75%) of the total hours of direct labor are performed
by severely handicapped.

Insurance Responsibility: The contractor performing services
for the State of Wisconsin shall:

Maintain worker's compensation insurance as required by
Wisconsin Statutes, for all employees engaged in the work.

Maintain commercial kiability, bodily injury and property damage
insurance against any claim(s) which might occur in carrying out
this agreement/contract. Minimum coverage shall be one miltion
($1,000,000) liability for bodily injury and property damage
including preducts liability and completed operations. Provide
motor vehicle insurance for all owned, non-owned and hired
vehicles that are used in carrying out this contract. Minimum
coverage shall be one milion ($1,000,000) per occurrence
combined single limit for automobile liability and property damage.

The state reserves the right to require higher or lower limits where
warranted.

Nondiscrimination / Affirmative Action: In connection with
the performance of work under this contract, the contractor
agrees not to discriminate against any employee or applicant
for employment because of age, race, religion, color, handicap,
sex, physical condition, developmental disability as defined in
5.51.01(5), Wis. Siats., sexual orientation as defined in
s.111.32(13m), Wis. Stats., or national origin. This provision
shall inctude, but not be limited to, the following: employment,
upgrading, demotion or transfer; recruitment or recruitment
advertising; layoff or termination; rates of pay or other forms of
compensation; and selection for training, including
apprenticeship. Except with respect to sexual orientation, the
coniractor further agrees to take affirmative action to ensure
equal employment opportunities.

Coniracts estimated to be over twenty-five thousand dollars
{$25,000) require the submission of a writien affirmative action
plan by the contractor. An exemption occurs from this
requirement if the confractor has a workforce of less than
twenty-five (25) employees, Within fifieen (15) working days
after the contract is awarded, the contractor must submit the
plan to the contracting state agency for approval. Instructions
on preparing the plan and technical assistance regarding this
clause are available from the contracting state agency.

The contractor agrees fo post in conspicuous places, available
for employees and applicants for employment, a notice to be
provided by the contracting state agency that sets forth the
provisions of the State of Wisconsin's nondiscrimination law.

Failure to comply with the conditions of this clause may result
in the contractor's becoming declared an "ineligible" contractor,
termination of the contract, or withholding of payment.

Patent Infringement: The contractor selling to the State of
Wisconsin the articles described herein guarantees the articles
were manufactured or preduced in accordance with applicable
federal labor laws. Further, that the sale or use of the articles
described herein will hot infringe any United States patent. The
confractor covenants that it will at its own expense defend
every suit which shall be brought against the State of
Wisconsin (provided that such contractor is promptly notified of
such suit, and all papers therein are delivered to i) for any
alleged infringement of any patent by reason of the sale or use
of such articles, and agrees that it will pay all costs, damages,
and profits recoverable in any such suit.

Payment Terms and Invoicing: The State of Wisconsin
normally will pay properly submitted vendor invoices within
thirty (30) days of receipt providing goods and/or services have
been delivered, installed (if required), and accepted as
specified,

Invoices presented for payment must be submitted in
accordance with Instructions contained on the purchase order
including reference to purchase order number and submittal to
the correct address for processing.

A good faith dispute creates an exception to prompt payment.

Refund of Credits: The contractor agrees to pay the state
within 80 days, at the state’s request, any credits resulting from
the order which the state determines cannot be applied to
future invoices.

Taxes: The State of Wisconsin, including all its agencies, is
required to pay the Wisconsin excise or occupation tax on its
purchase of beer, liquor, wine, cigarettes, tobacco products,
motor vehicle fuel and general aviation fuel. However, it is
exempt from payment of Wisconsin sales or use tax on its
purchases. The State of Wisconsin may be subject to other
states’ taxes on its purchases in that state depending on the
laws of that state. Contractors performing construction activities
are required to pay state use tax on the cost of materials.

Terms and Conditions: The Standard Terms and Conditions
(DOA-3054) or the Standard Terms and Conditions for State of
Wisconsin Printing (DOA-3604) shall apply to all orders. Copies
of these terms and conditions are available upon request from
the State Bureau of Procurement.

Vendor Tax Delinquency: Vendors who have a delinquent
Wisconsin tax liability may have their payments offset by the
State of Wisconsin,




Gabriel Roeder Smith & Company One Towne Square 248.799.9000 phone
Counsnltants & Actuaries Suite 800 248.799.2020 fax
Southfield, M1 48076-3723 www.gabrielroedencom

Via E-Mail

October 12, 2012

Mr. Bob Willet

Wisconsin Department of Employee Trust Funds
P.O. Box 7931

Madisen, Wisconsin 53707-7931

Re: GASB Statement No. 68 Actuarial Study - Pro Forma Accounting Statements

Dear Bob;

As requested, we have prepared a fee quote to prepare the actuarial information required under the
new Government Accounting Standards Board’s (GASB) Statement No. 68. To do the GASB 68
calculations for the employers, we must begin with the GASB 67 calculations for the plan.

Summary of Requirements — Statement No. 68 separates accounting disclosure and expense from funding
requirements — Statement No. 68 applies solely to accounting requirements, Funding requirements are
unaffected and remain based on actuarially determined funding requirements, Highlights of Statement No,
68 include:

» FEmployers ate required to recognize net pension liability on the balance sheet, The Net Pension
Liability (NPL) is a version of the unfunded liability calculated with a version of the entry age
normal method. It will not generally be the same as the figure that the employer considers to be its
unfunded liability.

» Pension expense is based upon the change in net pension liability from one year to the next —not
funding contribution requirements.

s Assets are measured at fair value - no smoothing is allowed.

* The discount rate is determined based upon assumed investment return of the source of payment of
plan benefits. The expected long term refurn on assets may be used solely for discounting expected
future benefit payments that will be paid from the pension trust fund. Any residual benefit payments
due after pension trust fund assets are extinguished are discounted at a high-quality 20-year general
obligation (tax exempt) municipal bond index rate. An equivalent single rate that equates to these
dual rates will be determined.

¢ The Entry Age Normal Actuarial Cost Method is required. Level percent of pay is allowed.

* Required disclosure is substantially increased in both the financial notes and required supplementary
information sections of the Comprehensive Annual Financial Report.

As a cost sharing system, the new standards also require the determination of the proportionate share of the
net pension liability for each employer.

GASB 67 for the plan is effective for fiscal years beginning after June 15, 2013, GASB 68 for employers is
effective for fiscal years beginning after June 15, 2014. Many retirement systems are requesting the pro
forma accounting statements early in order to better prepare themselves for the coming requirements. It is
our understanding that ETF would like to develop these statements for the fiscal year ending December 31,
2011.




Mr. Bob Willett
October 12, 2012
Page 2

Since the new GASB statements have only been recently released, it is somewhat difficult to
estimate the actuarial fees to perform this analysis. However, the new accounting statements require
a set of results that is very different from the figures prepared in conjunction with the regular
actuarial valuations. This may involve long-term projections of benefit payments, contributions and
asset values in order to determine the appropriate discount rate and corresponding pension expense
calculations that were not previously required. Most likely there will be a separate actuarial report
that is strictly for accounting purposes. Additionally, due to the cost sharing nature of the retirement
system, there may be additional data items GRS would need to receive in order to determine the
proportionate share for each employer. Therefore, we will provide a range, and estimate the annual
fees to perform this work will fall between $30,000 and $50,000. As we all become more familiar
with all that is involved in meeting the requirements of the new accounting statements, we expect to
be able to narrow our expected fee range.

This price estimate does not include preparation of individual employer reports. Rather we imagine
a consolidated report with total values, and a chart of some type showing each employer’s
proportionate share in the figures. Some employers may not prepare GAAP financial statements,
and may not actually need the information.

Please let us know if you have any questions and if we may proceed.

Sincerely,

Maed B

Mark Buis, FSA, EA, MAAA
MB:sc
cc:  Bob Conlin, WRS

Brian Murphy, GRS
James Anderson, GRS

Gabriel Roeder Smith & Company




