Actuarial Work-Products, Inc.

8025 North Point Blvd, Suvite 207W
Winston-Salem, NC 27106

Tel. (336) 759-2035

Fax. (336) §896-0392

e-mail: harker2 @earthlink.net
TO: Addressee No. 1 Addressee No. 2
ABC Brokers, Inc. Self-Funding Actuarial Svcs
PO Box 123 8025 North Point, Ste 207W
Winston-Salem, NC 27103 Winston-Salem, NC 27116
Tel. (336)777-7777 Tel. 336-759-2035
Fax (336)77-7777 Fax 336-896-0392

RE: Health Care Plan: Test Plan
Claim Reserve as of: 09/30/2007 (Valuation Date)
Benefits Include: Medical
Purpose of Computation: AICPA
Engager is Addressee No. 1
Eligible User is Addressee No, 2

Carlton Harker, FSA, MAAA
Principat
www,self-fundheaith.com
www.actuarialworkproducts.com
www.ifebp.org/1harker
WWW.AWpse.com

Addressee No. 3

Test Health Plan

123 South Main Street
Baltimore, MD 21211
Tel. (410)777-7777
Fax (410)777-7777

Date: 09/25/2008

The scope and objective of this Actuarial Certification were to value the Claims Reserves of
said Health Care Plan as of the Valuation Date and for Purpose above-shown.

The methodology consisted of a modified extension of the "claims triangle” (incurred and paid) as
of the Vatuation Date and estimated claims paid after such date that were incurred prior thereto.
The basis of the estimate was the claims data furnished by the Claims Administrator.

This Certification consists of three parts:
« Statement of Actuarial Opinion
+ Actuary's Statement of Due Diligence
¢ Submitted Data and Computation Parameters.

Sincerely,

Carlton Harker, FSA, MAAA
Actuarial Work-Products, Inc.
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STATEMENT OF ACTUARIAL OPINION
OF THE CLAIM RESERVE COMPUTATION FOR
THE HEALTH CARE PLAN OF
THE PLAN SPONSOR
AS OF THE VALUATION DATE

I, Carlton Harker, am a principal of Actuarial Work-Products, Inc., am a Fellow of the
Society of Actuaries and am a member of the American Academy of Actuaries. My firm has
been retained by the Engager to provide calculations of certain actuarial items for the
above-cited Health Care Plan.

I relied upon such Eligible User of the subject Health Care Plan as to the accuracy and
completeness of underlying information used in the computation of such items.

In other aspects, my examination included such review of the actuarial assumptions and
methods and such tests of actuarial calculations as I considered necessary under the
circumstances.

Claim Reserves as of the Valuationn Date .......ccooeeiiiioe et eeee e $113,562

Claim Reserve Includes

* Due and unpaid and
reported and not processed

« Incurred and not reported

Such reserves are net of reinsurance or stop-loss recovery. No provision
is made for additional claims due to ongoing lawsuits, if any. No provision is made for claim-
related expenses. No margin of safety is included.

There is a statistically-supportable confidence in such Claim Reserves set forth above as

follows:

Desired Level of Confidence That
The Actual Paid Claims Run-Out

Will Be Within the Indicated Limits : Indicated Limit
Low High
60% $94,683 $132.441
5% $87.716 $139,408
90% $76,479 $150,645
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Testing of prior and/or current Claim Reserves is as follows:

Prior

Valuation Computed Claims Paid Through Sep 2007
Date Reserve Expected Actual Ratio A/E
12/31/2006 $180,000 $174,600 $73,452 0.42
03/31/2007 $150,000 $135,000 $110,176 0.82
06/30/2007 $145,000 $94,250 $81,035 0.86

This computation is probabilistic (or stochastic) in nature in that the computed Claim Reserve is a
"best estimate” using sampling techniques. The traditional computation is deterministic in nature.

In my opinion, the claim reserve(s) certified herein, meet three criteria:

= Are computed in accordance with commonly accepted actuarial standards consistently
applied and are fairly stated in accordance with sound actuarial principles;

» Make a good and sufficient provision, in the aggregate, for all non-matured claim
obligations of the plan,

* Are computed on the basis of actuarial assumptions and actuarial methods consistent in
most but not necessarily all material respects with those used in computing the
corresponding items in the certification of the preceding plan year-end.

09/25/2008

Date Carlton Harker, FSA, MAAA
Actuarial Work Products, Inc.
AAA Number 5293
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ACTUARY'S DUE DILLIGENCE STATEMENT

1. Claims paid dates for the lag study are understood by the actuary to be consistent with
claims paid dates for the trust account, if any.

2. No audit of the accuracy of the submitted data was made.

3. With regards submitted claims lag data, the actuary was not provided with (a) reported,
(b) processing, (¢) check preparation or (d) check cleared dates. The date paid for
purposes of the ¢laim reserve is that date where the claim has been funded and the
claim check effectively released into the "mail stream”. That is, the actuary does not
certify the amount of any liability for claims (a} in course of settlement or (b} due and
unpaid.

4. Incurred date for a hospitalization may be the date of admission or the date of discharge;
incurred date for maternity may be the date of birth or the date of conception.

5. No specific inquiry is made by the actuary as regards claims backlog.
6. The computation assumes a constancy of plan design.
7. No attempt to analyze larger claims is made.

8. The Certifying Actuary is qualified to provide this opinion in accordance with the rules of
professional conduct promulgated by the American Academy of Actuaries.

9. With respect to this opinion, the actuary asserts:

a. That this Work-Product is an actuarial opinion as contemplated by the American Academy
of Actuaries.

b. That he is qualified to offer such epinion by reason of his meeting the requisite
examination, experience and continuing education requirements of the American Academy
of Actuaries,

¢. That this Actuarial Work-Product is the result of a mathematical computer program
processing imputed data and documentation that are summarized herein.

d. That he is independent of and has no conflicted interest with any party with respects
to this Work-Product.

e. That the Work-Product was prepared at the request of the Eligible User (approved as
such by Actuarial Work-Products, Inc.), who is identified herein, and who may or
may not be the ultimate user of such Work-Product.

f. That he has been engaged, as contemplated by the relevant American Academy of
Actuaries, by the Engager identified herein.

10. The actuary intends to be a fiduciary with repect to this Work-Product and will
act accordingly, striving to meet any and all standards of conduct necessary to
meet this end.

11. The professional liability for this Work-Product is assumed by Self-Funding Actuarial
Services, Inc. which has in place an appropriate professional liability insurance
policy. A PDF of the summary page of this policy is available at:
www.awpse.com/eando.pdf .
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plar Name: Test Plan
7777777 SAMPLE NO: 1 ———————
PATD: Oct 2C00%
THTURRED SCLAIMS PROJECTED
MONTH PARID SLAG CLMS
Coile 544,338 $0
ZecCé 564,272 564,272
nugls §3,842 7,686
$556 51,368
$8,082 §32,328
5800 54,000
SE¢ $300G
310 $76
$0 $0
50 $0
Ehy $0
30 50
50 30
$122,051 $112,024
51,464,612 7.50%
—---— S5AMPLE NO: % ---—-——-—
BAID: Fep 2007
INCJUERED SCLAIME PRCIECTED
MINIE FAID SLAES CLMS
[=r=100 $17,341 )
sani’ $52,288 £52,288
Necih 53,593 57,18%
NevD4a $71G4 52,112
$30<¢ 1,216
$659 £3,295
Augle 55,074 S30, 444
TLIIE 5% 563
unle $33¢6 £2,848
£78 $702
zprlE 5336 $3,360
Marle 50 50
TenlE £0 S0
TOTAL 580,742 $102,514
ANN/ 5968, 904 1G.70%

SAMPLE NG:

PAID:

SCLATMS

FATD
Jund? 537,855
1 $10%, 046
$&,301
£1,218
$50

$4
$130
5411

O

an

o

§2

s

$87

0

$146, 853
$1,7163,435

f=]

Jun 28

o
o

50
£101,046
512,602
$3,654
$200

530

5900
22,877
g0

5261

50

5957

50
$172,527
6.90%

SUBMITTED DATA REPORT

Valuation Date:

——————— SAMPLE NO: 2 -—————-
PATD: Nov 2006
INCURRED SCLATMS PROJECTED
MONTH PATD $LAG CLMS
Nov06 58, 97% 50
Oct06 $93,4013 $90,015
Sepdsé §16, 621 $33,282
Augle $Zz,419 £7,257
Julos $E16 %$3,264
Jund4 $826 $4,130
Mayde §5:8 $3,348
AprD6 $1,333 59,373
Mar06 5784 56,272
Feb06& 5466 54,194
Jan(6 $252 52,520
Dec05 590 50
Nov05 §0 $0
TOTAL $123,0¢91 $163, 655
ANN/% 51,477,092 11.10%
——————— SAMPLE NO: & —————-+
EAID: Mar 2007
INCURRED SCLAIMS PROJECTED
MONTH EAID SLAG CLMS
Mar07 $32,875 S0
Febl7 $33,212 §55,212
JanQ7 £22,128 544,258
Decs $12,482 $37,446
Novi6 $3562 2,008
Cct 08 $338 $4,190
Seplé §133 §798
Augls $62 5434
Jullé $52 5440
Jun0dé Bl 50
MayQ6 $C 50
Bpri6 50 50
Marl6 $0 $0
TOTAL 5124, 287 $144,784
ANN/% 51,491,444 9.70%
******* SAMPLE NO:10 -—----—-
PATD: Jul 2007
INCURRED SCLAIMS PROJECTED
MONTH JAID SLAG CLMS
JulQ? £31,043 50
Jun07 $51, 884 551, 884
May(7 57,422 $14, 8486
Rpri7 23,638 $10,914
Mar(7 £731 51,004
Feb0? 50 $0
Jan07 $84 5504
Decld see 56846
Novlé 521 5168
Gct 06 0 S0
Sep0s £0 $0
Augls 50 $0
Jul0é $0 $0
TOTAL $94,439 $80, 006
BNN/% $1,133, 268 7.10%

Cos30/72007

SAMPLE NO:

Froduced by:

3 e

palD: Dec 2006

INCURRED SCLAIMS
MONTH PRID
Dec06 535,59¢
Nowv0s 565,110
Oct06 $7,091
Seplé $4,144
Rug0é S80%
Julle 5510
Junlé $29
'Mayuﬁ 5162
Apr06 50
Mar0é 50
reb0d 54
Jan0€ 38
Decls 30
TOTAL 5113,4%94
ANN/% £1, 381, 928
——————— SAMPLE NO:

PROJECTED
SLAG CLMS
56
$65,11¢

$14,182

s S,

Pal2: Apr 2007

INCURRED SCLAIMS
MONTE 2aIb
AprQ7 $31,578
MarQ? $82, 354
Febl? 55,827
Jan07 54,514
Daclé $41
Nov(6 566
Octle 1,001
Seplh 50
augls S0
Jul0g 50
sun0é 30
May0€ 50
Aprie 30
TOTAL 5125, 481
ANN/% $1,505,772

SEMZLE NO:

PROJECTED
5LAG CLMS
e
582,334
£11, 654
$13, 542
£16

$3

56,0

wmodn i O W
@ 3y o o om O J

n o an

G
36

5114, 053
T.60%

11 —----—-

PRID: Aug 200V

INCURRELD SCLATMS
MONTH PAID

Rugl’ 543, 380
Julon $92,518
Jun0? £7,709
May07 $2,273
Apr0? $1, %11
MarQ7 51759
-Feb07 14
Jar0? 51,008
Declf s0
Nov06 30
QActl6 50
Sepdé S0
Rugls $104
TOTAL 149,078
ANN/% 51,788,912

PROJECTED
SLAG CLMS
50
592,518
£15, 418
56,819
87, 648
5893

$1,436
$131,8%¢
7.£0%

Ectuzrial-Work Produsis, oo

****** SAMELE NG: 4 ------
PRID: Jan 2037

INCURRED SCLAIMS
MINIZ PAall
sant’ $38,49¢ £z
Decls $39,742 §3%, 7=
Ncvls $2,273 Fiozaf

g SEZ7 Fiy=on
Seple 5487
Augle s
Julde SE2E
cunDE 30
wayCE 51,050
Acrlh g0 <
“arls $C =
repls 55 B
Jant® 56 Ep
TCTAL 583,114 g, 808
BNYN/ $9357, 258 NEI

Julis $Z11 EEPN
Junis 234 <
Mayds $14% £2.75¢8
TOTAL $83,33¢ £31,471
ANN/ 2 £1,060,032 R

SAMFLE Ng:12

SCLAIMS
PAID

517,734

583,041

SL1E, 243

suani’ <1, 234 533,712

0
w
o
“n



Ce 23/2008

Fiarn Name: Test Plar

ADDRESSEES
ADDRESSEE 1 ID: 3GI01

NAME: ABC Brokers, Lnc.

ADDR: PO Box 123
CITY: Winston-Saier ST: NC
TEL: {336)777- FAX:

ADDRESSEE 2 ID:

0I5l

NAME: Self-Fundirg Bciuarial Sves CONTACT: Carlton Harker
ADDR: 8025 North Zoint, Ste 207W EMAIL: pgcilZ@yahos.com
TItY: Winston-Salerm ST: NC ZIP: 27116
TEL: 336-758%-20C=: FRX: 336¢-896-0392
ADDREHEEE 3 ID:
NAME: Test Heali~ Zlan CONTACT: Mary 5mith
ADDR: 123 Sputh Main Street ZHMAIL: abclxyz.com
CITY: Baltimore §T: MD ZIP: 21211
TEL: (410)777-7777 FAX: {410)777-3777
PLAN
vlAaN ID: 001
NEME OF PLAN: Test Plan
PLAN DOL NUMBER: OTHER DESIGMNATION:
BENEFITS INCLUDZD: Y Rx: N DN ViN EID:N
CLATMS CviER SPECITT Ircluded {Y/Np: N
INCIRRED DATE ---— INSTITUTIONAL CAR=Z: (A)dmission or (D}ischarce: I
MATERNITY: (C)onception or (Blirth: B

CLAIM RESERVE PURPOSZ: AICPA:X Govs 990 1041: MEWA :
VALUATION
VAL NUMBER: 21
VALUATION ZJATT MONT= 4 YEAR: Sep 2007
CODE RANGE FOR SAMPLING PURPOSES: Oct 2006 TG Sep 2007
SA5L5 OF ANNUALIZED CLAIMS: MOST RECENT 17 MONTHS x 1.00
FRIDOR RESZRVE TLSTING: VAL COCDE COMPUTED REIERVE §

—ec 2006 180000

Mar 2007 150000

Jun 2007 145000

PARAMETERS REPORT

Date:

Valuation

0373042007 Produced bpy:

CONTACT: John Smith

EMAIL: abcBxyz.com

DOL:




C2s2572008

Flar Name: Test Zlan

MISCELLANECOUS VALUES

INTERMEDIATE VALUES REPORT

Valuation Date: 0%/30/2307

VLREICON:

NUMBER:

JF ADDRESS:

DETR CODE: 00Z USZR NAME: pcastevens COMPUTER: 6481 main

VBRI CODE: 00101 REQUESTED: 09/25/2006 02:46:C2 AM PRINTZD: 09/25/2008 09:46:11 aM

STATUS: CLAIMS TOLLECTED REQUEST: REQUESTXX BRCWSER: Mozilla/4.0 (compati

R O.0E3 Fe 1,000 MEM: 12 CGT: 12362z22.0200
TRST METHCD: 11313¢.583 C: 1268222.020

2ATD MG

Oco 2006
; 2006
2008
2007
2007
z007
2007
g 2007
T 2007
2007
2007
2007

TOTAL

C ® R:

MRMZ: 12

CLAIMS 3
12205%1.000
123091.0C0
113494.0C6
83l114.000
80742.000
124287.00C
125481.000
83336.007
146953.000C
94439.000
149075.0C0
1221538.00¢
1368222.50C x 1.000 =
1368222.00C = G,083 =

1368222.000
113562.426 =

C
CLAlM RESERVES

RGT:

75 "

v2008537 3a




2AIDR MO L

Aug 20087 I
Sep 2007 M

TOTALS 1z =

XSUM / {MRMZ2 - 13 :
SORT (XKAVE)

MRMZ

INTERMEDIATE VALUES REPORT

Valuation Date: 0%/30/2007

STANDARD DEVIATION

R (R-M} {E-M)1x (R-M) M o= Mean = 5.083
0.075 -¢.o08 0.00006
0.111 0.028 0.05078
0.073 -0.010 0.05610
0.059 -0.024 cop58
0.107 G.024 S.C200358
0.097 0.014 .00020
0.076 -0.007 £.00005
0.092 0.009 000008
0.069 -0.014 0.C002%
0.071 -0.,012 0.00014
0.074 -0.009 0.00008
0.094 0.011 0.00012
{number of samples) 0.00297 = XSUM  {sum 27 sguares)

©.00297 / 11 = 5.00027 = XAVE
22474.61056 = SDEV

faverage of squares)

iszandard deviation)




S2r2202008 PRIOR-VALUATION DETAILS

Zlan Name: Test Plan Valuation Date: 097/30/2107 o
Zari? Tebi? [SES I AprD? May0? Jun0? Julc? Augl? Sep07” Mavi
3543 12382 41 113 150 28 0 3
704 332 64 1463 411 21 0 <
£27 304 333 1001 3 a3 G 0 2%
EEN 656G 133 o 401 29 0 o v
0 5074 52 0 2z 0 0 i04
Zi8 9 3z 0 511 87 o]
0 358 G 0 34 0
1550 T8 G 0 14%
G 336 8 0
3 0 o]
o
d2€121 1108T 1343T 8777 11ET 102T 3zT
**+= MONTHS = *%* PRICR RISERVE = 180000 *** ACTUAL / ETK?RECTED = 73452 / 174600 = I.4521
May07F Janl’d Juld? AugCT Sepl? Qo7 Nov(7 Dacl? JaniE Feb(s Marid
£23%4 588¢ 121¢ 251 17¢ 1415
SBZT 3318 Sh o 14 55
4514 346 a g4 1008 ol
41 113 130 98 g 0
EE 148 411 21 4l o]
1381 a0 4 0 G 95
z 401 29 0 a 0
z 82 Q 9 134
3 511 g7 l
J 34 o}
C 147
G
GREQ3T 110881 1351T 454T 1303T 1575T
*=r MONTHS = & *** PERCENT = %0% *+* PRIQOR RESZRVE = 130000 *** ACTUAL / EXFECTED = 110176 / 133000 = D.21:Z
Sepi? Oct 07 Nov(? Decl? . Jan03 Feb08 Mara 2oriGa Mayik Tusls

&4 1008 &
&8 0 &

[
—
oo

s 0 G
z s} o
o 1C4
£32397 13198T 4£3BT
*** MONTHS = 3 *** PERCEZNT = 65% *+** PRIOR RESERVE = 125000 *** ACTUAL / EZXPLCTED = 81035 / 942350 = 0.3<0



