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Scope of Work

1) Project Description and Purpose 

· Provider shall provide ongoing actuarial analysis and advice to Pew staff.

2) Workplan and Deliverables

· Provider shall produce actual models and projections for state and local pension plans, either applying a Roll-Forward or Full-Valuation approach as discussed with Pew staff. These models shall allow for changes to funding policy, actuarial assumptions, and future investment performance in order to allow Pew staff to analyze investment and contribution risk for the purpose of producing stress test results. Details on the modeling approaches are as follows: 

i) “The Roll-Forward Valuation Model” uses available plan data and basic demographic and economic assumptions to project forward funding and contribution information based on various assumptions and to model the impact of policy changes. The Roll-Forward Valuation Model is dependent on the accuracy of the data contained in the plan’s financial disclosures.

ii) “The Full Valuation Model” uses available demographic data to re-create funding and contribution data based on existing policy, project forward funding and contribution information based on various assumptions and model the impact of policy changes. 

iii) Using ProVal or similar software, Provider will model specific benefit, risk-sharing, or funding policies that are not fully captured in the roll-forward modeling. (For example, risk-sharing employee contributions or COLAs where stochastic modeling is needed to understand the expected cost and cost under a low-return scenario.)
 
iv) Using these models, provider will run forward-looking scenarios of pension assets, liabilities, actuarial contributions, and other key data points and conduct sample stress tests of public pension plans, using deterministic and stochastic returns scenarios to model impact on balance sheet, employer contributions, and potentially employee contributions   

· Provider shall update based on consultation with Pew capital market assumptions (CMAs) and other economic and financial market scenarios applicable to conducting stress test analysis for state and local pension plans.

· Provider shall perform ongoing technical assistance work throughout the term of this Project Agreement as requested by Pew. Specifically, Provider shall: 

i) Provide ongoing actuarial support for Pew’s work in identified localities. The level of detail and accuracy is understood to vary based on the level of modeling requested by Pew staff. For any given analysis, Pew and Provider will discuss the level of effort and level of detail that should be applied. Part of ongoing actuarial support shall include rerunning any models developed for a locality. Actuarial support to include:
(1) Analyzing proposed policy changes; 
(2) Demonstrating the impact of assumption changes; 
(3) Project costs going forward; 
(4) Documenting the cost drivers behind the target’s funding challenges; and 
(5) Provide other analyses as requested by Pew. 

ii) Provide expert advice and analysis to Pew staff in designing comprehensive retirement reform for localities. Provider shall: 

(1) Model the impact of changes to contribution policies on funding levels and costs; 
(2) Estimate the impact of cuts to prospective benefits on existing liabilities; and
(3) Model the impact of plan design changes on both workers and taxpayers, including reviewing employee benefits for different types of employees and assessing taxpayer costs and worker benefits based on different assumptions, including different investment scenarios. When applicable and within Provider’s expertise, advice shall include examining: 
(a) Legal issues surrounding retirement reform; 
(b) Labor market implications of retirement benefit changes; and 
(c) Actuarial information of various potential retirement policy changes. 

iii) Provide cost and savings-estimates for proposed policy changes in identified localities, which includes providing Pew staff with analysis where Pew did not otherwise ask Provider to model the locale’s retirement systems. Provider shall use available financial and demographic data on a locale’s retirement systems as the basis for such estimates. Provider also shall offer follow-up analysis on the specified proposals as requested by Pew over the duration of this Project Agreement.

iv) Provide ongoing follow-up analysis in localities identified by Pew. This analysis may include, but is not limited to: 
(1) Responding to actuarial issues pertaining to existing proposals or prior reforms; 
(2) Analyzing potential modifications to existing proposals or prior reforms; and
(3) Analyzing the impact of reforms as they are implemented. 

v) Provider shall also offer follow-up analysis on the specified proposals as requested by Pew over the duration of this Project Agreement. 

· As needed and based on mutual agreement between Pew and Provider (acting reasonably), Provider shall supply additional analysis and research needed for Pew’s work on retirement reform at established billable rates. Provider shall provide cost-estimates to, and receive authorization from, Pew prior to starting work on any additional deliverables.
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