IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

CITY OF CHICAGO, a municipal corporation, )
)
Plaintiff-Counterdefendant, )
)

v. ) No. 01 CH 4962

) Calendar No. 5

MARSHALL KORSHAK, et al., ) Hon. Mary K. Rochford
)
Defendants—Counterplaintiff, )
And )
MARTIN RYAN, et al., )
)
Intervening-Plaintiffs. )
AGREED ORDER

This cause coming to be heard on the Parties’ Motions To Approve Reconciliation and
Administrative Procedures Under the 2003 Approved Settlement Agreement, all Parties’ being
heard on this matter and agreeing to the terms set forth herein, and the Court being apprised of
all of the issues;

RECITALS:

During the course of operating under the 2003 Settlement Agreement, monthly rates
charged participants under the Settlement Healthcare Plans, which are calculated based on an
independent actuary’s prospective estimate of healthcare costs, exceeded what certain
participants’ contribution levels should have been, based on the actual healthcare costs
experienced by those participants. Consequently, the City, Class Counsel and the Funds have

been working together, on a continuing basis, to: (1) analyze, audit and reconcile such

! The Parties include the City of Chicago (“the City”), the Annuitant Class, including the two

subclasses of the Annuitant Class, the Korshak and Window Sub-Classes, represented by Class
Counsel, Clinton Krislov, and the Firemen’s Annuity and Benefit Fund of Chicago, the
Policemen’s Anmuity and Benefit Fund of Chicago, the Municipal Employees’, Officers’ and
Officials’ Annuity and Benefit Fund, and the Laborers’ and Retirement Board Employees’
Annuity and Benefit Fund (collectively, “the Funds™).




differences; (2) make refunds where appropriate; and (3) agree on a procedure to make such

reconciliations each year for the remaining years of the 2003 Settlement Agreement,

The purpose of this Agreed Order is to present for the Court’s approval the procedures

that have been followed in administering the 2003 Settlement Agreement to date and the Parties’

intended procedures to be followed to reconcile participant monthly rates to actual experience

through the end of the Settlement Agreement period.

1. Reconciliation of 2003-2004 Plan Years. The City’s 2003-2004 Reconciliation

Procedures of the Korshak Settlement Healthcare Plans were conducted as follows:

a.

The City performed a comparison of the actual claims cost of the
Settlement Healthcare Plans with the projected costs that were estimated
by the independent actuary for the period of September 2003 through
December 2004 (“the 2003/2004 Plan Year”).

The City prepared reconciliation reports and documents (“City’s
2003/2004 Plan Year Reconciliation Statement”), showing the actual cost
of: medical claims, which also included estimates of incurred but not yet
paid medical claims; prescription drug claims; and administrative and
other expenses. The actual costs were based on the actual payment
records of the City, the claim administrator’s records and the actual
annuitant enrollments in the Settlement Healthcare Plans. The City also
reviewed records of the Funds reflecting annuitant enrollment and
contributions, including records of adjustments made by the Funds based
on a particular participant’s: (i) periods of participation in the Settlement
Healthcare Plans; and (ii) Medicare or Non-Medicare status (“Adjustment
Records”). An Adjustment Record is a file reflecting a change that has
occurred in the participant’s status which affected the monthly rate due.
Such changes include changes in Medicare status of the annuitant or
spouse, a family status change such as death of the annuitant or spouse, or
a child aging out of eligibility. Separate calculations of the actual average
monthly costs were made for medical expenses, prescription expenses, and
for administrative expenses, and for Medicare and Non-Medicare eligible
participants.

The City’s 2003/2004 Plan Year Reconciliation Statement and the
supporting documentation were independently examined by a certified
public accountant selected by the Funds and approved by Class Counsel.
The Funds and Class Counsel have not expressed any material dispute
with the City’s 2003/2004 Plan Year Reconciliation Statement.

With the approval of the Court and agreement of the Parties, the City then




used the City’s 2003/2004 Plan Year Reconciliation Statement (attached
as Exhibit 1),% as a basis to determine the amounts of refunds due certain
annuitant participants in the City’s Settlement Healthcare Plans for those
plan years. The City issued those refunds, with interest, to those annuitant
participants who had been determined to be due such refund in the City’s
2003/2004 Plan Year Reconciliation Statement and the confirmatory audit.
The interest was calculated, on a simple interest basis, at the average 90-
day U.S. Treasury Bill rate in effect for each applicable month, up to
August 15, 2006. Prior to issuing the refund checks the City sent to those
participants entitled to a refund a letter in the form attached hereto as
Exhibit 2, whose content previously had been approved by the Court as
requested by the City, Class Counsel for the Korshak and Window Sub-
Classes, and Counsel for the Funds and the General Class.

e. In addition, for those participants who had adjustment records that delayed
the determination as to whether a refund was due, the City advised that
participant of the delay by sending a letter in the form attached hereto as
Exhibit 3, whose content previously had been approved by the Court as
requested by the City, Class Counsel for the Korshak and Window Sub-
Classes, and Counsel for the Funds and the General Class. Once the
adjustment record of that participant was reconciled, and if the participant
was entitled to a refund, the City sent a letter in the form of Exhibit 2 and
issued a refund. If it was determined that the participant was not entitled
to a refund, then the City sent to the participant a letter in the form of
Exhibit 6.

f. The issuance of refund checks for the 2003/2004 Plan Year has been
completed for those annuitants who are entitled to a refund and either are
not included in the deceased annuitant records or have not been located.
The City continues to diligently work with the annuitants and the Funds to
resolve issues such as incorrect addresses and/or lost or damaged checks
to promptly resend those checks and to locate annuitants whose refund
checks have been returned as undeliverable.

g With regard to deceased annuitants whose estates were entitled to a
refund, the City issued those refund checks promptly after receipt by the
City of proper documentation, except that for those deceased annuitants
who died with a surviving spouse who were entitled to and receiving an
annuity, the City issued those checks to the widow/widower annuitants
with the agreement and approval of the other Parties, The City has sent to
deceased annuitants’ families a letter in the form attached hereto as

Exhibit 1 is the City’s 2003/2004 Plan Year Reconciliation Statement, which consists of the
worksheets generated by the City summarizing the underlying data relating to the medical,
prescription drug and administrative expenses. The underlying data is so voluminous it has not
been attached to this Order, but has been provided to all of the Parties and will be provided to the
Court for its review upon request.




Exhibit 4, whose content previously had been approved by the Court as
requested by the City, Class Counsel for the Korshak and Window Sub-
Classes and Counsel for the Funds and the General Class. Once the proper
documentation has been presented by the estate of the deceased annuitant,
the City will release the refund check to the proper party or parties upon
the person(s) signing the Acknowledgement Form attached hereto as
Exhibit 5. The City also has responded to certain claims for deceased
annuitant refunds where proper documentation was needed.

In addition, the City has sent to annuitants who are not entitled to a refund
a letter in the form attached hereto as Exhibit 6, whose content previously
had been approved by the Court as requested by the City, Class Counsel
for the Korshak and Window Sub-Classes and Counsel for the Funds and
the General Class.

Any remaining Unclaimed Refunds will be applied in the manner
described below in Paragraph 3.1.

The amounts received by the City through subrogation recoveries or
related reimbursements from third parties by December 31, 2004 (net of
any City paid expense or charge associated with the recovery, such as
legal or other fees), shall be considered as offsets to Defined Costs for any
overpayment by the City for the 2003/2004 Plan Year reconciliation
period and the remaining balance of such amounts, if any, have been
included in the reconciliation for 2005 as described below.

The Parties have no remaining issues with regard to the City’s 2003/2004
Plan Year Reconciliation Statement or the Reconciliation Procedures for
the 2003/2004 Plan Years and, therefore, the City’s Reconciliation
Statement and the Reconciliation Procedures for the 2003/2004 Plan Years
are deemed to be true, correct and complete, except for the Adjustment
Records, which are still being reviewed by the independent auditor.

2. Reconciliation of 2005 Plan Year. The Parties implemented the following

Reconciliation Procedures for the 2005 Plan Year:;

a.

For the 2005 Plan Year, the City conducted its analysis to reconcile the
monthly rates charged to annuitants for participation in the Settlement
Healthcare Plans based on the average monthly unit cost projected by the
independent actuary to monthly rates calculated based on the actual
average monthly unit cost.

The City completed its 2005 Plan Year Reconciliation Statement by April
30, 2007 (Exhibit 7) and presented to the other Parties copies of the City’s
2005 Plan Year Reconciliation Statement with the supporting
documentation. The City’s 2005 Plan Year Reconciliation Statement was
processed in the same manner as described above for the 2003/2004 Plan




Years, except with regard to interest® and timeframe for the reconciliation
process, which occurred as follows for the 2005 Plan Year: Class Counsel
and the Funds reviewed the City’s 2005 Plan Year Reconciliation
Statement with their auditor and, by August 2007, reported no material
dispute with the City’s 2005 Plan Year Reconciliation Statement; and,
therefore, the City began issuing refunds by the end of August 2007. The
2005 refunds were based on the 2005 Final Reconciliation Report, which
showed that the City paid less than its required percentage share of
Defined Costs detailed in §IV.A of the Settlement Agreement. The Parties
have no remaining issues with regard to the City’s 2005 Plan Year
Reconciliation Statement or the Reconciliation Procedures for the 2005
Plan Year and, therefore, the City’s 2005 Plan Year Reconciliation
Statement and Reconciliation Procedures for the 2005 Plan Year are
deemed to be true, correct and complete, except for the Adjustment
Records, which are still being reviewed by the independent auditor.

3. Reconciliation for Post-2005 Plan Years. The following Reconciliation

Procedures are proposed for Post-2005 Plan Years:

a.

Reconciliation Procedures. For each plan year after 2005, the City will
initiate its analysis by the following June 30, and will prepare a
Reconciliation Statement by September 30 of that same year, showing:
(1) the actual Defined Costs as defined in the Settlement Agreement of
medical (including an estimate of incurred claims that have not yet been
paid), prescription claims, and administrative and other Plan expenses
based on the actual payment records of the City and the claim
administrator’s claim records and administrative fee charges (“Costs”);
and (2) the annuitant enrollment, contributions and Adjustment Record
information based on the Pension Funds’ records, which must be
confirmed by the Pension Funds as provided for below. Separate
calculations of the actual average monthly unit cost will be made for
medical expense, prescription expense, and administrative expense, and
for Medicare and Non-Medicare eligible participants.  The City’s
Reconciliation Statement for each prior Plan Year will show the actual
amounts paid for claims that were included in the corresponding year’s
estimate of incurred claims that have not yet been paid. A final
reconciliation of each year’s estimate of incurred claims that have not yet
been paid with the actual amounts paid for those claims will be made in
the fifth Plan Year following when the estimate was made. The reconciled
amount will be included in that fifth Plan Year’s Defined Costs and
handled in the course of the entire reconciliation process for that open plan
year.

The Parties agreed that interest on the 2005 refunds would be calculated, on a simple interest

basis, at an annual interest rate of 6% for the period of February 1, 2007 to August 31, 2007.




2006 Adjustment Record Reconciliation Procedures: Adjustment Records
have been provided to the City by the Pension Funds. Prior to issuing
refund checks, if any are due, to participants who had Adjustment
Records, the City will provide such Adjustment Records to the Pension
Funds for confirmation of the calculation. The Pension Funds will provide
such confirmation to the City within 21 days of the confirmation request.

2007 Adjustment Record Reconciliation Procedures: By June 30, 2008,
the Pension Funds will provide complete Pension Records for the prior
year, including all Adjustment Records, to the City in a mutually agreed
electronic format. The City will incorporate these records into the 2007
monthly electronic files previously sent by the Pension Funds. Prior to
issuing refunds, if any are due, to participants with Adjustment Records,
the City will provide such Adjustment Records to the Pension Funds for
confirmation of the calculation. The Pension Funds will provide such
confirmation to the City within 21 days of the confirmation request.

Post-2007 Adjustment Record Reconciliation Procedures: Beginning
September 1, 2008, the Pension Funds will supply to the City all
Adjustment Records in an electronic format at the same time as the
Pension Funds send to the City the monthly file of eligibility. The Pension
Funds also will forward in an electronic format all Adjustment Records for
the period of January to August 31, 2008, by November 30, 2008. The
City will incorporate all Adjustment Records into the corresponding City’s
pension records in a timely manner. Any additional Adjustment Records
for the prior Open Plan Year will be provided by the Pension Funds by
April 10" of the subsequent year. The City’s revised Adjustment Records
will be sent to the Pension Funds for confirmation by June 15™ of each
subsequent year. The Pension Funds will provide confirmation of these
records by July 15" of each year. The complete set of these records will
be the basis for the Reconciliation Statement which the City will issue by
September 30. Enrollment numbers/eligibility count used to calculate the
true unit cost and the true unit contribution rate will be based on the prior
year’s enroliment and eligibility records received during the calendar year
and Adjustment Records received by the City by April 10th of the
subsequent year. Adjustment Records for the Open Plan Year received by
the City after April 10™ of the subsequent year will only be used to make
an adjustment to an individual participant’s record for purposes of
correcting that participant’s payment record.

Review of City’s Reconciliation Statement. Upon receipt of the City’s
Reconciliation Statement, Class Counsel and the Funds will have,
thereafter, sixty (60) days, or until November 30, to review the City’s
Reconciliation Statement with an independent auditor engaged by both
Class Counsel and the Funds’ counsel, and who is acceptable to the City.
The City will reasonably cooperate with the engaged auditor to confirm
the accuracy of the City’s payments and calculations. The Funds will pay




the fees incurred for the independent auditor up through the 2005 Plan
Year. Starting with the 2006 Plan Year, the City will reimburse the Funds
for reasonable fees for the independent auditor incurred by the Funds as a
result of reviewing the City’s Reconciliation Statement each year and that
reimbursement will be included in the Defined Costs in the next open plan
year reconciliation. For each reconciliation process, the Funds will
provide to the City copies of and/or access to all information, including
any reports; that the Funds have reviewed and/or have received from the
independent auditor relating to the independent audit of the City’s
Reconciliation Statement prior to the Final Reconciliation Report being
issued.

Final Reconciliation Report. If the Funds and Class Counsel do not
contest, in writing, by November 30 to the City, the City’s Reconciliation
Statement, it shall be deemed accurate and the City’s Reconciliation
Statement will then constitute and be deemed as the “Final Reconciliation
Report.” If there is a dispute over the reconciliation, the Parties agree to
negotiate in good faith to reach and issue a mutually acceptable Final
Reconciliation Report. Failing the Parties issuing a Final Reconciliation
Report by agreement, the Parties shall present the dispute for this Court’s
consideration, and the Court may resolve any disputes not resolved by the
Parties as to the reconciliation and will direct the City to issue a Final
Reconciliation Report consistent with the Court’s findings. The Court in
considering the disputes may appoint an independent auditor or other
expert to aid the Court and the costs of any independent auditor or expert
will be paid by the Parties involved in the dispute in a manner as the Court
deems appropriate.

Timing of Reconciliation. If any Party is unable to meet its obligations by
the reflected dates detailed herein despite its best efforts, that Party will
notify the other Parties as soon as possible, and the Parties will mutually
and in good faith work together to make the necessary adjustments in the
timing of the completion of the Final Reconciliation Report.

The Reconciliation. If the Final Reconciliation Report for any plan year
after 2005 shows that the City paid an amount less than its required
percentage share of the annual aggregate Defined Costs as defined in
Paragraph IV.A of the Korshak Settlement Agreement (“City’s required
contribution”), the City will do the following:

@) If the difference between what the City’s required contribution was
and what the City actually paid is 0.20% or more of the annual
aggregate Defined Costs, the City will begin issuing refunds within
sixty (60) days of the issuance of the Final Reconciliation Report.
There will be no interest calculated or paid on refunds, except
under the following circumstances: The City will pay interest on
any refund check issued after F ebruary 1 of the second year




following the closed Plan Year, at a five percent (5%) annual rate
on all of the refund amounts due starting on the February 1 of the
second year following the closed Plan Year and continuing until
the month in which the check is issued, but no later than one (1)
year. For any refund checks not yet issued after that one (1) year
period, interest will continue to accrue at the average applicable
monthly 90-day U.S. Treasury Bill rate or five percent (5%) annual
rate, whichever is lower, until the month in which the check is
issued.* Interest will be calculated on a simple interest basis.
However, any individual annuitant refund that is $20 or less will
not be issued, but instead such amount will be applied as a credit
toward the aggregate annuitant contribution in the next following
open Plan Year reconciliation or in the next regular occurring
annual annuitant monthly rate setting, whichever occurs first.
These credit amounts along with the credit amounts discussed
below will be referred to as “Annuitant Credit Amounts.” Interest
will not accrue or be paid on refund amounts that become
Annuitant Credit Amounts.

(i)  Ifthe difference between what the City’s required contribution was
and what the City actually paid is less than 0.20% of the annual
aggregate Defined Costs, the amount of the difference will be
included in the Annuitant Credit Amounts and applied as a credit
toward the aggregate annuitant contribution in the next following
open Plan Year reconciliation or in the next regular occurring
annual annuitant monthly rate setting, whichever occurs first,
except that if, based on the difference between the actual and
projected unit costs, any annuitant is entitled to a refund of greater
than $20, those annuitants will receive a refund as described in the
above subparagraph of this provision, and those amounts will not
be included in the Annuitant Credit Amounts for the following
Plan Year or rate adjustment, as described above.

(i)  The Annuitant Credit Amounts described in Paragraphs 3.h.(i) and
3.h.(i1), above, will be applied in accordance with the explanation
and examples provided in Exhibit 8.

(iv)  If Annuitant Credit Amounts exist as of the issuance of the Final
Reconciliation Statement for the Plan Year ending June 30, 2013,
such Annuitant Credit Amounts will be issued as a refund,
regardless of the amount, to any applicable annuitants, unless the

The average applicable monthly 90-day U.S. Treasury Bill (“T-Bill”) rate will be calculated by
adding the 90-day T-Bill rates published each business day in that month, dividing that sum by
the number of business days in the month to get average annual rate, which will then be divided
by 12 to get a monthly average T-Bill rate for each applicable month.




Parties have reached another Agreement.

Unclaimed Refunds. The amount of any refund that is not claimed after a
refund check was either issued and returned as non-deliverable or could
not be issued because payee information was unavailable (“Unclaimed
Refund”), will be included as Annuitant Credit Amounts. Unclaimed
Refunds will be treated as Annuitant Credit Amounts and credited toward
the annuitant contribution in the reconciliation procedures of the third year
following the year in which the refund was either originally issued or
ready to be issued, but could not be issued because payee information was
unavailable. Interest will not accrue or be paid on refund amounts that
become Annuitant Credit Amounts. However, if an annuitant or his or her
heirs later make a claim for and have been determined to be entitled to an
Unclaimed Refund, that refund will be paid out with accrued interest
through the month the refund check was first issued or ready to be issued,
but could not be issued because payee information was unavailable, in the
manner described above in Paragraph 3.h.(i).

Application of Annuitant Credit Amounts. To the extent that any
Annuitant Credit Amounts are applied as a credit against only the
annuitants’ contributions in the City’s Reconciliation Statement, such
Annuitant Credit Amounts will be applied after and shall not be
considered in determining whether the City met its obligation of paying its
required percentage share of annuitant healthcare costs.

Subrogation/Third Party Recoveries. The City shall attribute any
subrogation recovery (less any expense or charge associated with the
recovery, such as legal or other fees that were required to be paid by the
City), to the open plan year (as defined below), in which the City receives
such subrogation recovery.

Early Issuance Of Refund Checks. The City has the right to issue any
refund checks for any Plan Year after it has issued its Reconciliation
Statement for that Plan Year and before the Final Reconciliation Statement
is issued; however, the City’s early issuance of refund checks will be
without prejudice to the Funds and/or Class Counsel from raising disputes
relating to that reconciliation process, which will be resolved as described
above in Paragraph 3.f.

Definition of Open Plan Year. An “open plan year” is a completed
calendar plan year, for which the City’s Reconciliation Statement has not
been presented to the Parties for review. A “closed plan year” is a
completed calendar plan year, for which a Final Reconciliation Report has
been accepted by the Parties or approved by the Court. The City shall
include in the open plan year any refund, rebate, reimbursement, and/or
third-party subsidy (collectively referred to as a “reimbursement”),
received by the City prior to the issuance of the City’s Reconciliation




Statement for that open plan year, except that if the City receives from
Medicare Part D a reimbursement (“Part D Reimbursement™), attributable
to a closed plan year, in which the City paid more than the City’s required
contribution, then the City may elect to apply that Part D reimbursement
in the amount of the overpayment by the City to that particular closed plan
year’s Defined Costs and any remaining balance of that reimbursement
will be included in the open plan year reconciliation as a direct credit to
the annuitants’ contribution share. (See Exhibit 9, which provides the
formula to be used, if the City elects to retroactively apply a
reimbursement, and examples of different hypothetical situations using
that formula).

Post-Plan Year Demand. If the City receives a demand for payment
related to a Defined Cost for a closed plan year, which was not included in
that closed year’s estimate of the incurred but not yet reported claims
amount, the City reserves the right to include the amount of the demand as
a reconciliation item in the most recent open plan year reconciliation
period by obtaining the agreement of the Parties or, if there is no
agreement, by seeking a Court Order.

Receipt of Reimbursement or Demand After Submission of City’s
Reconciliation Statement.  Any reimbursement amount received or
demand made after the submission of the City’s Reconciliation Statement
to the Parties, but before a Final Reconciliation Report has been
completed, shall be handled in the next reconciliation process consistent
with and as provided for in this Order, except as otherwise agreed to by
the Parties or ordered by the Court.

Payments In Excess Of City’s Required Contributions. Under the 2003
Korshak Settlement Agreement, the City expressly waives any claim that
it may have to recover directly from any annuitant amounts paid by the
City, which are in excess of its required percentage share of the monthly
cost per participant based on the Defined Costs as detailed in §IV.A of the
Settlement Agreement, except as provided for in Paragraphs 3.f through,
3.0 or otherwise herein. In accordance with this paragraph, the City will
not increase annuitants’ monthly rates specifically to recoup any claimed
overpayment paid by the City in prior years, but the City will continue to
set the monthly rates based on the projected defined costs estimated by the
actuary as provided for in paragraph IV.A of the Korshak Settlement
Agreement and in accordance with this Order. However, the City retains
the right to recoup any individual refund amount that was issued in error
after notifying the Parties.

Joint Letter to Participants. Upon the entering of this Order, the City shall
send to each annuitant the Parties’ Joint Letter, which explains the agreed
procedures for conducting the annual reconciliation process in summary
form and which the Court approves. Exhibit 10,
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r. Mutual Cooperation. The Parties will continue to mutually and in good
faith cooperate to fully resolve any questions or disputes regarding this
reconciliation process.

THE COURT’S FNDNGS:

The Court has considered the Reconciliation Procedures implemented by the Parties for
the 2003-2004 and 2005 Plan Years and the Parties’ proposed Reconciliation Procedures for the
Plan Years 2006 and following through to the end éf the 2003 Korshak Settlement Agreement,
June 30, 2013.

IT IS HEREBY ORDERED THAT:

The Court hereby approves of the Parties’ above-detailed Reconciliation Procedures,
which included refunds to certain annuitants by the City for a portion of the monthly costs paid
by those annuitants for the 2003-2004, and 2005 Plan Years, and further approves the Parties’
proposed Reconciliation Procedures for the Plan Years 2006 and following through to the June
30, 2013 end of the 2003 Korshak Settlement Agreement. The Court retains jurisdiction relating

to the enforcement of this Order, only upon petition from the City or Counsel for one of the

Funds or Counsel for the Subclasses. ’ N
ENTERED
JUDGEMARYK.ROCHFORD-1570

Dated: October 1, 2008
ENTERED

JUDGE MA
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10;1 N. _LaSaiIc Sticet
Suite 501
Chicago, linois 60602

%L/\

Mr, FrcdenckP Heiss:
Mr. William A, Marovitz

Attorneys for the Municipal Employees’,
Officers” and Officials’ Annuity and Benefit
Fund, and the Laborers’ arid Retirement
Board Employees” Annuity and Benefit
Fund

166 W. Washington, Suite 600

Chlcago, IL 60602

‘Mr. Edward Burgvé

Attorney for thi mien’s Annuity and
‘Benefit Fund of Chlcago

Burke, Burns, Pinelli, Ltd.

Three First National Piaza,’SuiteS,QIO
Chicago, II. 60602

Attemeys for the City of Chicago

Laner, Muchin, Dombrow, Becker,
Levin and Tominberg, Ltd.

515 North State Street, Suite 2800

Chicago, Illinois 60610

(312) 467-9800

(312) 467-9479 (fax)

Mr. 'Cﬁntd@.“ Aslov

Class Counsel for thie two subclasses of the
Annuitant Class, the Korshak (participants
as of Decerniber 31, 1987) and Wiadow Sub-
Classes (those who became participants
after 1987, buit prior to-August 23, 1 989)
Krislov & Associates, 1td.

20 North Wacker Drive, Suite 1350
Chicago, IL 60606

12




9002/02/%0

6£0°155'28L§ §91'688'955 | 09S'vG2S {c06'16£'28) 806'220'65% ¥L8'699°0E LS [226'828% vly'c6z'sS [(cZs'8gb'L$) 1960269 8v8Lr02ZIS IvLO0L ONVYO
250°GE 269'985Pp13 L98°0L6'EPS 12212813 (552'256°18) 666°089°GpS 529'649'001$ [986'0£98 £¢2'9p598 [(1v9'1983) 785'2689 289'79p'€68 $002/21°10 - [e10L
19v'Z¢ LYE'v96'LYs 86Z'PL6'2L8  [LEvTLS (gp9'scr$) 605'LYE'ELS 600'066'628 [986'2615 18129218 1{189°£088) 1IE8L8 981'645'928 £002/21-60 - 1830
8L 2 2eLs 03 A Zivs v.0'922'13 7002
9¢5°1 19€'61v$ 0$ 19€°6LF$ 12§ 062°6L¥$ | £002/21-60 yalpiiyd
LEP'EL 89Z7060'788 yZL'sgL'vLs [a28°108 (085°1.09%) €£8'52.7 1§ ¥v1'698°69% |581°929% Sp9'9/1'v$ [{sp8'9sses) 9€2'6LZ8 £26'669'59% “ 002
SZETL 93¥'918'v2$ 08P'TSE'vs  [zZevizs (5ev’sels) £89'09Z'7$ 986'€99'0Z8 [8Z0°PLLS 99.'861L$ |(225°165%) (z68°93) 95v'688'6L§ £002/21-60 8JBJIPOW-UON
28’6l £1160€'658 £v2'52L'628 12620218 (529'05¢"13) 999'G56'0¢3 PEV'ERS'6Z8  [Z08'F$ 885'692°28 | (36L'%S) 9.8'L19% G96'GES'9ZS $002
95561 025'821°/18 818'128'88 _ [S00°S¥$ eiz’vocs) 920'180'6% 20.°906'83 _ [856'€28 SLy'8ves  [(60£'9LS) 861083 BEP'0L2 8% £00Z/21-60 8JEDd{pay
SINVAIOILYVd | S1S0DTVLOL |1S0D 9N¥a |dolsd IHL S00Z/LE/TH QOI¥3d IHL NI S1S00 | doN3d3HL | qoiyad 9002Z/LE/10 SWIV1D (sINnODSIO aoly3d dNoy9),
40 LNNOD IVLOLENS NI AIVA/ISIIH|  HONOWHL QIV4/GIHWYNONT )| IVOIQaW  [NIQIVd/S334| JHLNI HONOYHL G3¥¥NONI |40 13N) s00Z/LE/zL :
ATHINOW ‘NINQY  1Qivd / G3MUNONI| SWIVID onya || tvioLans 'NiWay aivdisass aivd anvy ONIGNVLSLNG | HONOYHL Qivd
3OVHIAY onya EFRA-EH SSVAWOONI | 'NIWAY | $iSvs agy:noN [:fel:] ANV SQOidad IHL
sg08 NO Lia349 Q3LvWILSH Y03 GFYUNONI
NOLLVITIDNOD3Y SWIV1:8808
LNNOoosIa
— ] 9 3 3 q o) g v ,
20¥a IVIgEW

9002/0¢/9

L¥0d3H AUYWWNS SLSOD IUVIHLIVIH LNVLINNNY

301440 INSWIOVNYIA SLIJINZE

QOVDIHD 40 ALID




18°LL 00'0 18°LL 28'06 000 Tw.om (NI™)aHD 61
0€'665 10'88 6Z°LLS vZ'9€9 9Z'L6 LB'YPS (NI¥)aHO | - NON Ll
06'9Z¢ v8'velL $0'202 oav'Lle 8LZLL 89'70Z (N3¥)aHO a3aw L
08'0ZL‘L Z0'9LL LL'YY6 99'L8L'} £5°2Z81 €1'666 (N3Y)@UHD | NON NON 790
6€°8V8 9812 v5'S€9 88'298 v0'v0Z 8'859 (NZ¥)aTiHO | Q3w NON Gl
6€°878 98'Z1Z ¥5'5€9 88'298 v0'v0Z 8°859 (N3¥)A1HD | NON RET L0
66'5.S 69'6¥2 0£'9Z¢ 0L'vbS §5'572 vSgLE (NZ¥)aHo | Q3w aaw 60
66°Z90°L z0'9.L 96'998 £8'060'} £5'Z81 LE'806 NON NON S0
85°0LL 98'212 €L°LSS §0°TLL ¥0'v02 Z0°'89¢ a3aw "NON 0t
85°0.LL 08'zLZ €L°LSS S0°ZLL v0'v0Z Z0°895 NON “a3n 140]
81'86v 69'6Y2 6v'872 8Z'esY §§'522 zL Lz Q3w ,_,oms_ 20
6V°1ZS 10’88 sy ey ZY'SYs 9Z'16 SL'pSy NON €0
60'6¥Z v8'vZL STvzL v9'922 8LZLL 98°cL) aaw 10
180D anu ysop anJy) 1809 anJ }s0) anag }Jsop anig }sop eni) (ual)piyo asnodg Em«_::c< apon
[ejol Bniqg [esipsin [e30l Brug jestpa snjejg aleojpaN uoisuad
v00Z/ZL-10 £00Z/Z1-60
S1SOO LINN INVUL LNVLINNNY
30[440 LNIWIOVNVI S1idaN3g
9002/0£/9 O9VIIHO 40 ALID



£00Z°} 2uNnp UoC pip ays/ay se junowle awes ayj sAed sainney ..

00°0LL$ 00°'58% €8°060°t$ — NON | NON s¢
00928 00°65% §0°ZLLS NON | @aw ve
00'L¥$ 00°'58$ Zy'svss == | NON eg
«00'k¥$ HO 00°Zv$ 00°55$ 8Z'ESY$ aaw | 43w ze
«00'8$ WO 00'8L$ 00°55$ v9'922$ e ie
009.$ 00's8$ S0°CLLS a3W | NON 0€
00°0$ 00°0$ 00°0$ 00°58$ 28'S Z8°06 aiHo | 61
00'88$ 00°'88$ 00°+02$ 00'58$ £6'6¥€ vZ'9€9 @lHY | | NON Ll
00°v9$ 00'88% 00'88$ 00°55$ 09'vLlL 9Y°'LIE QUHo | -~ | qaw b
00°061$ 00°061$ 00°Lp¥$ 00°58$ 16'6v9 99°'181°1 QTHO | NON | NON 90
00°061$ 00°061$% 00°€0€$ 00'58$ 8s'viy 88298 QTHD | d3W | NON 51
00'061$ 00°064$ 00°£EE$ 00°'S5$ BS'YLY 88298 @nHO | NON | gaw L0
00Z¥1$ 00°061% 00°061$ 00°55$ 52662 0L'v¥Ss QUHO | 43w [ aaw 60
00'6V1$ 00'6vL$ 00°907$ 00583 96°665 £8°060'} NON | NON 50
00vELS 00°6VL$ 00°292$ 00°58$ £9'vey 5024 a3w | NON 0l
006713 00'6VL$ 00°262$ 00'SS$ €9'¥Zy S0°ZLL NON [ daw 0
00°.v1$ 00'6¥1$ 00'6¥1$ 00°55$ 0£'6V2 8Z'ESY aaw | aaw 20
00°.v$ 00°Zv$ 00°091$ 00'58$ 86662 Zr'SYS = | NON €0
00°Lv$ 00°2¥$ 00°L¥$ 00°55$ §9'vZL v9'92¢ ~~ [ qaw 10
8061/L€/21 ¥ILLY %S5®
606L/10/10 ANV €L6L/LE/ZL  |68/€2Z/80 IHOJTF| 68/€2/80 ¥ILIV |NOILNGIYLNOD | FHUVHS ALID €002/Z1-60 ‘@1IHO | 3SN0dS ['INNV| 3002
3YOJ3G NHOE | IHOJ39 NY¥OE aIyiLay /NO g3yILIY NOISN3d olsvd LSOO ATHLNOW SNLVLS 3¥VOId3W NOISNZ3d
r/H 2] d el FOVHIAV INUL
S31vY TvI03ds S31VY OIsve
SNOILNGI-MLNOD
900Z/0¢/9 £002/21-60 ¥Od STLVY NOILNAIYLINOD INYL ATHINOW INVLINNNY 8- S1SOD LNVLINNNY

O9VIIHO 40 ALID




£00Z'L UN[ UC PIP 8Ys/oy SB JUNOLE SwWes ay} sAed 931139y ..

00°0L18 00's8$ 66'Zv0'LS - NON NON S¢
00'9.8 00°55$ 85°044% e NON | g3w be
00°5§$ 00'58% 6v'L28$ NON £€
00°LPS WO 00°Z¥3 oo.mmm gL'86v$ m———— asw . 3N FA
«00°8% HO 00°81L3 00°'65% 60°6¥Z% m——— il a3n [
00'92$ 00'58% 85°0LL% --—=- | Qd3W NON 08
00°0% 00°0% 00°0$ 00'58%$ 00'0 18°LL g1iHO 61
00°26% 00'Z6% 00'S8L$ 00°58% Z9'6Z¢ 0€'665 a’liHo NON Ll
00'v9$ 00°26$ 00'26% 00'65$ 6L6L1 06'9Z¢ atHo a3sw Ll
00°'F0Z$ 00'v0Z$ 00'6L¥$ 00°'58$ Py'9L9 08°0ZL'L G1HD NON NON 90
00'v0Z3 00'¥0Z$ 00°262$ 00'58% 79'99¢v BE°8P8 gilHO | aaw NON Sl
00'v0Z$ 00'v02¢ 00°22¢$ 00'sS$ z9'99¢y 65°'8Y8 d1lHO | NON a3aw L0
00°ZyL$ 00'70Z$ 00'v0Z3 00°§5$ ‘6L'9LE 66°6.6 GUHD | aaw | aaw 60
00'691% 00°691% 00'v88$ 00'58% $9°845 66°Z¥0°L NON NON 50
00'vELS 00°691$ 00°29Z%$ 00°58$ Z8'sZy 86'0LL RET] NON 0l
00°6918 00°691$ 00'262% 00°'55$ Z8'eTy 85°0LL NON | Q3w ¥0
00°L¥LS 00°69+$ 00°691% 00'55% 00'v.2 81'86% Q3w | dsw Z0
00°LS$ 00°25% 00°054$ 00'58% 78'98Z 6v°125 NON €0
00°15$ 00'25% 00'.5% 00°56% 00°LE1 60°69C aan 10
8061/1LE/TL YA LAY %65D
6061/1L0/10 anNv £L6lL/LelzL 68/£Z/80 IHOJIT | 68/£Z/80 ¥IL4V | NOILNGIYLINOD | TUVHS ALID $00Z/ZL-10 ‘dUHD | 3SNOdS 'AINNY| 3009
340438 NYOS 340439 NYOg a3ylLay INO g3¥113Y NOISN3d Jlsve 1800 ATHLNOW SNLVLS INVIITIN NOISNad
r/H 9 d 3 IOVHIAVY INYL
$31VY 1vi03ds S3LvY OIsvg
SNOILLNGIYLINOD
9002/08/9 P00Z/ZL-10 YO SILVY NOILNEIHLNOD INYL ATHINOW LNVLINNNY 8 1500 INVLINNNY

QOVIIHD 40 ALID




00°0 00°0 00°0 00°0 00°0 00'0 dluHo | - 61
00°ey 00°58) 00°8z2 00°22 00°L0z 00°822 QMO | ==~ | NON Ll
00°z8 00'Z6 00'vLL 00'98 00°88 00vil [Q@UHD | - | a3w L
00'v¥ 00°6Lp 00°got 00'9} 00°LYY 00°E9Y | GTIHO [ NON [ NON 90
00'es 00°162 00°08¢ 00°2L 00°£0€ 00°08¢ glIHO | Q3w | NoN Si
00°cs 00°42Z¢ 00°0Ly 1 002 00°€€E 00'0L¥ dliHD | NON [ aaw L0
00°2Z1 0002 00°92Z¢ | 00°9¢} | 00061 00°92¢ QUHO | Q3w | gaw 60
002 00'¥8¢ 00°98¢ [(00°'02) | 00°90Y _ 00°98¢ NON | NON S0
00'LY 00292 00'€0¢ 00ty 00792 00°£0¢ a3W__| NON ol
00'}¥ 00°z62Z 00°€EE 00'LY 00°Z6Z 00°EEE NON | 3w 0
00°08 0069} 0062 00°00} 00°6¥1 00°6%Z RETIEDD 20
00'} 00°0S ) 00154 (00'6) 00°091 00°iS) -~ [ NON £0
00°0 00'LS 0026 00°0S 00°L 00°26 -~ | Q3w 10
P00Z/ZL L0 $00Z/Z4-10 $00Z/Z1-10 £002/Z1-60 £002/Z1-60 €00Z/Z1-60
40 QO3d IHL¥O4 | 40 QOINAd IHL YOS | 4O QOI¥Id IHL HO4 | 40 QONId IHL YOS | 40 QOINId IHL 04 | 40 AOINId IHL ¥04.| "aTHD | 3snods [tnnv| 3000
68/£2/80 YILAVINO 68/£2/30 ¥ILIVINO 68/€Z/80 ¥314VINO | 68/£2/20 WILIV/NO | 68/2/80 ¥ILAVINO | 68/EZ/80 ¥IALAVINO. | SNLVLS JUVOIGAW | NOISNId
CEETENPX:] SIJUILIY YO SIUVY | SIIWILIY AG AlVd S3IFYILIY AG SIFNILIY ¥O4 SILVY | STAMILIY A AIVd
(LNIWAVJYIANN) ATHLNOW 3n¥.L SILVY ATHLNOW | (LNIWAVJNIANN) ATHLNOW 3Ny SILVY ATHLNOW ¢
IINFWAVJYIAD JINSWAVEYIAD
SNOILNFGIYMLINOD

900Z/0¢€/9

68/€2/80 ¥3L4V/NO QIHILIY OHM SITUILIN ¥O4 SILVY INUL ANV $3LVY 3DAVHD NIIMLIF NOSINVLWOD

¥ SLSOJ LNVLINNNY

O9DVOIHD 40 ALID




00°0 00°0 00°0 00°0 00°0 00°0 [sipllzie] - - 6l
00°'C8 00°Z6 a0'vLL 0098 00'88 0o'viL [slnilzle] b NON Ll
0028 0026 00'viL 00'98 00°'88 00'vLiL alHo —— a3aw LE
0022 00'¥02 00'9¢Z¢ 00°9¢€L 00°061 00°92¢ alHD . NON NON 90
00221 00°y0¢ 00°92¢ oo9gl 007061 00°92¢ aTiHd0 a3 NON Sl
00221 00°'v02 00°92¢ 00'3¢l 00°061L 00°92¢ [aigiize] NON Q3w L0
00221 00°¥02 00'92¢ 009l 00°06L 00°92¢ alHo asn aaw 60
00°08 00°691L 00°'6¥C 00001 00'6¥1 00'6v2Z i 'NON NON G0
00°08 00691 00692 00°00L 00°'6¥L 00°'6%2 i (Q3N NON oL
00'08 00’691 00'6¥2 00°00L 00°'6¥1L 00'6¥2 mean NON a3 0
00°08 00°69L 00°6¥2 00°00% 00'6¥L 00'6v2Z g3aw asw Z0
go'oy 00'LS 00°L6 00°0S 00 Ly 00°.L6 o - NON €0
00°0% 00°LS 00°L6 00°0§ 00°LYy 00°L6 e [ a3aw 10
Y00Z/TL-L0 $002/Z1-10 $002/21-L0 €002/21-60 £002/21-60 £002/ZL-60 ;
40 GQOIY3d IHL YO 40 dOI¥Ad IHL HOd 40 QO¥3d FH.L ¥0d | 40 dOId3d SHL ¥O4 40 AdOI¥3d 3HL H0O4 | 40 a03d IHL.¥O4 | "AQTIHD | 3SN0dS 3002
68/£2/80 Y0438 68/€2/80 IHOAES 68/£2/80 IHOLAAG 68/£Z/80 JHO439 68/£2/80 IHOL3IE 68/£7/80 3HO438 SNLVLS IUVIIQIN NOQISNId
SIAJUILIY A8 SEIHILIY HOL SILVY SIIYILIM A9 AIvd SAFMUIL3Y Ag SIIUILIY ¥OL SALYY ST3UIL3Y A9 QIvVd .
(INSWAVEEIANN) ATHLNOW 3Nyl SILVYH ATTHINOW (LNIWAVJYIANN) ATHINOW 3NY¥.L S3LVY ATHLNOW
IINSWAYSUIAO JINSWAVLYIAC

SNOILNEINLNOD

68/€2/80 3YO439 g3¥ILIY OHM STIYILIY JOL SILVY INYL ANV SILVvY QIOUVYHOI N3IIMLIE NOSINVINOD Q¥ SLSOO LNVLIINNNY

soozioers O9VIIHD 40 ALID




This is a joint letter from the City of Chicago (“the City™), your Pension Fuiid, and Class
Counsel, with approval by the Court in the City of Chicago v. Korshak Lawsuit (“Korshak
Lawsuit™). T

You are or have been a participant in one of the City’s Annuitant Settlement Healthcare
Plans, which the City provides pursuant to the 2003 Korshak Lawsuit Settlement Agreement.
Under the 2003 Settlement, your annuitant healthcare premium is determined by a formula,
which is based on a projection for each year’s healthcare costs. The monthly projected costs are
calculated and then reduced by the City’s percentage share of the costs, and your pension Fund’s
fixed subsidy amount. As a participant annuitant, the remaining portion of the cost is covered by
your premium, which is withheld from your monthly pension check.

An independent examination conducted by the Pension Funds and Class Counsel has
been completed of the City’s analysis comparing the projected costs used to calculate the
monthly premiums and the actual costs of annuitant healthcare for the period of September 2003
through December 2004. That examination report is available for review at your Pension Fund's
office. The City, Class Counsel and the Pension Funds will submit the City’s analysis and the
independent examination to the Court for review and approval.

Based on such, it has been determined that you are entitled to receive a refund of a
portion of the premiums which you paid in the above audit period. The City of Chicago
will be issuing the refund check within the next few weeks. In addition, your refund will
include interest which the City agreed to pay, at the rate paid on federal 90-day treasury
bill.

For all periods subsequent to the above audited time period, the City, the Pension Funds
and Class Counsel have presented for the Court’s approval a procedure for periodic examinations
and reconciliations. We cannot predict future years’ rates at this time, and you should NOT
anticipate receiving future refunds.

If you have any questions, feel free to call the City’s Benefits Office, your Pension Fund
or Class Counsel. DO NOT CALL THE COURT.

BENEFITS MANGEMENT DIVISION - POLICEMEN’S ANNUITY & BENEFIT FUND
DEPARTMENT OF FINANCE 221 N. LaSalle Street, Suite 1626

City of Chicago Chicago, lllineis 60601

333 South State Street, Room 400 (312) 744-3891

Chicago, Illinois 60604

(312) 747-8660

MUNICIPAL EMPLOYEES' ANNUITY AND
FUN CH G

FIREMEN’S ANNUITY & BENEFIT FUND OF ZﬂzﬁleTagalle SDui(tizFSOO Icaco

CHICAGO Chicago, Mllinois 60601

One North Franklin, Suite 2550 (312) 236-4700

Chicago, [llinois 60606 2

(312)726-5823

CLASS COUNSEL FOR KORSHAK AND

WINDOW SUBCLASS PARTICIPANTS:
LABORERS’ AND RETIREMENT BOARD Clinton Krislov

EMPLOYEES’ ANNU['_I'Y AND BENEFIT FUND 20 North Wacker Dr., Suite 1350
221 N. LaSalle Street, Suite 748 . L
N :ois 60601 Chicago, [Hinois 60601
Chicago, Hlinoss (312) 606-0500
(312) 236-2065 email: clim@kristovlaw.com

EXHIBIT
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This is a joint letter from the City of Chicago (“the City™), your Pension Fund, and Class
Counsel, with appraval by the Court in the City of Chicago v. Korshak Lawsuit (“*Korshak

Lawsuit™).

You are or have been a participant in one of the City’s Annuitant Settlement Healthcare
Plans, which the City provides pursuant to the 2003 Korshak Lawsuit Settlement Agreement.
Under the 2003 Settlement. your annuitant healthcare premium is determined by a formula.
which is based on a projection for each year's healthcare costs. The monthly projected costs are
calculated and then reduced by the City’s percentage share of the costs, and your pension Fund’s
fixed subsidy amount. As a participant annuitant, the remaining portion of the cost is covered by
vour premiumm, which is withheld from your monthly pension check.

An independent examination conducted by the Pension Funds and Class Counsel has
been completed of the City’s analysis comparing the projected costs used to calculate the
monthly premium and the actual costs of annuitant healthcare for the period of September 2003
through December 2004. That examination report is available for review at your Pension Fund's
office. The City, the Pension Funds, and Class Counsel will submit the City’s analysis and the
independent examination to the Court for its review and approval.

Based on such, further review of the amounts you paid as premiums is required to
reconcile certain adjustments or changes that occurred in the premium amounts you paid
on a monthly basis during the audited period. Within the next sixty days, the reconciliation
process should be completed. You then will be notified of the results and, if you are
entitled to a refund, you will receive a premium refund check.

For all periods subsequent to the above audited time period, the City of Chicago, Class
Counsel and the Pension Funds have presented and the Court has approved a procedure for
periodic examinations and reconciliations. We cannot predict future years’ rates at this time, and
vou should NOT anticipate receiving future refunds.

7 If you have any questions, feel free to call the City’s Benefits Office, your Pension Fund
or Class Counsel. DO NOT CALL THE COURT.

BENEFITS MANGEMENT DIVISION - POLICEMEN'S ANNUITY & BENEFIT FUND
DEPARTMENT OF FINANCE 221 N. LaSatle Street, Suite 1626 e
City of Chicago Chicago, {llinois 60601

333 South State Street, Room 400 (312) 744-3891
Chicago, 1llinois 60604
(312) 747-8660

MUNICIPAL EMPLOYEES' ANNUITY AND

RENEFIT FUND OF CHICAGO
Enﬂnlpén:gbgs ANNUITY & BENEFIT FUND OF | | 20\ taSalie. Suite 500
One North Franklin, Suite 2550 8‘1';;’%‘;'6’4‘:'7"5’65 60601

_Chicagoa, [llinois 60606 . ,
(312) 726-5823

CLASS COUNSEL FOR KORSHAK AND

— ; WINDOW SUBCLASS PARTICIPANTS:
LABORERS’ AND RETIREMENT BOARD | | cpneo e o

EMPLOYEES’ ANNUITY AND BENEFIT FUND 20 North Wacker Dr., Suite 1350
221 N. LES‘_‘”‘:_S“eﬂ' Suite 748 Chicago, IHlinois 60601

CJucago, [Hinois 60601 (312) 606-0500

(312) 236-2065 ) email: clint@krisloviaw.com
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This is a joint letter from the City of Chicago (“the City™), your Pension Fund, and Class
Counsel, with approval by the Court in the Citv of Chicago v. Korshak Lawsuit (“Korshak
Lawsuit™).

Our records show that the above-named City Annuitant! was 2 participant in one of the
City’s Annuitant Settlement Healthcare Plans, which the City provides pursuant to the 2003
Korshak Lawsuit Settlement Agreement. Under the 2003 Settlement. an annuitant’s healthcare
premium is determined by a formula. which is based on a projection for each year’s healthcare
costs. The monthly projected costs are calculated and then reduced by the City’s percentage
share of the costs, and the annuitant’s pension Fund’s fixed subsidy amount. As a participant
annuitant, the remaining portion of the cost is covered by the annuitant’s premium, which is
withheld from the annuitant’s monthly pension check.

An independent examination conducted by the Pension Funds and Class Counsel has
been completed of the City’s analysis comparing the projected costs used to calculate the
monthly premiums and the actual costs of annuitant healthcare for the period of September 2003
through December 2004. That examination report is available for review at the Pension Fund’s
office. The City, the Pension Funds and Class Counsel will submit the City’s analysis and the
independent examination to the Court for its review and approval.

Based on such, the estate of the above-named City annuitant may be entitled to a
refund. In order to claim any potential refund, documentation, such as a small estate
affidavit, an Order from the Probate Court, or other Court Orders, must be presented to
the City demonstrating who is legally authorized to accept such a refund on behalf of the
estate of the above-named anpuitant.

If you have any questions, feel free to call the City's Benefits Office. your Pension Fund
or Class Counsel. DO NOT CALL THE COURT.

BENEFITS MANGEMENT DIVISION - POLICEMEN’S ANNUITY & BENEFIT FUND
DEPARTMENT OF FINANCE 221 N. LaSalle Street, Suite 1626

City of Chicago ’ Chicago, lilinois 60601

333 South State Strect, Room 400 (312) 744-3891

Chicago, Illinois 60604

(312) 747-8660

MUNICIPAL EMPLOYEES’ ANNUITY AND
FIREMEN’S ANNUITY & BENEFIT FUND OF BENEFIT FUND OF CHICAGO
221 N. LaSalle, Suite 500
CHICAGO Chicago, linois 60601
One North Franklin, Suite 2550 icago, Iinois
Chicago, Illinois 60606 (312) 236-4700
(312) 726-5823

CLASS COUNSEL FOR -KORSHAK AND i
LABORERS' AND RETIREMENT BOARD g;sglo&sﬁncmss PARTICIPANTS:
| EMPLOYEES' ANNUITY AND BENEFIT FUND...... ] S
. . kiR FUML . b 120 North Wacker Dr.. Suite 1350
221 N. LaSalle Street, Suite 748 . -
N Chicago, Itlinois 60601

Chicago, IHlinois 60601

2065 (312) 606-0500
(312) 236- - ' email: clint@krisloviaw.com

EXHIBIT
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ACKNOWLEDGEMENT FORM FOR HEALTHCARE PREMIUM REFUND

I, , Tepresent that 1 am a legal heir and/or the
executor/trustee of the Estate of . I further represent that, as an
heir and/or executor/trustee of the Estate of , I am entitled to
receive the entire or a portion of the monetary refund issued by the City of Chicago for a portion
of the healthcare premiums paid during Plan Year (“refund”) by
(the “Decedent”).

I have submitted documentation, which may have included a will, trust or small estate
affidavit, to the City of Chicago to establish my entitlement to the refund and state that such
documentation is true and accurate.

I represent that no letters of office are now outstanding on the Decedent’s estate and no
petition for letters is contemplated or pending in Illinois or in any other jurisdiction, to my
knowledge.

I further represent that there is no known unpaid claimant or contested claim against the
Decedent, including any unpaid funeral expenses, and that I am unaware of any dispute or
potential conflict as to the heirship or will of the Decedent.

To my knowledge, no other person or entity is entitled to the refund that I am requesting
to be issued to me by the City of Chicago, and that such refund would not be issued to me,
except for the representations set forth herein.

Under penalties as provided by law pursuant to Section 1-109 of the Code of Civil
Procedure, the undersigned certifies that the statements set forth in this document are true and

correct.

Date: Signed:

Print Name:
Address:

Telephone Number:




This is a joint letter from the City of Chicage (“the City™), your Pension Fund, and Class
Counscl, with approval by the Courtin the City of Chicaeo v. Korshak Lawsuit (*Korshak

Lawsuit”).

You are or have been a participant in one of the City’s Annuitant Settlement Healthcare
Plans, which the City provides pursuant to the 2003 Korshak {awsuit Settlement Agreement.
Under the 2003 Settlement, your annuitant healthcare premium is determined by a formula,
which is based on a projection for each year's healthcare costs. The monthly projected costs arc
calculated and then reduced by the City’s percentage share of the costs, and your pension Fund’s
fixed subsidy amount. As a participant annuitant. the remaining portion of the cost is covered by
your premium, which is withheld from your monthly pension check.

An independent examination conducted by the Pension Funds and Class Counsel has
been completed of the City’s analysis comparing the projected costs used to calculate the
monthly premiums and the actual costs of annuitant health care for the period of September 2003
through December 2004. That examination report is available for review at your Pension Fund's
office. The City, Class Counsel and the Pension Funds have submitted the City’s analysis and
the independent examination to the Court for review and approval.

Based on such, it has been determined that the amount you paid for your health
benefits was in compliance with the Korshak Lawsuit Settlement Agreement.

For all periods subsequent to the above audited time peried, the City of Chicago, Class
Counsel and the Pension Funds have presented for the Court’s approval a procedure for periodic
examinations and reconciliations.

If you have any questions, feel free to call the City’s Benefits Office. vour Pension Fund
or Class Counsel. DO NOT CALL THE COURT.

BENEFITS MANGEMENT DIVISION - POLICEMEN'S ANNUITY & BENEFIT FUND
DEPARTMENT OF FINANCE 221 N. LaSalle Street, Suite 1626

City of Chicago Chicago, Illinois 60601

3133 South State Street, Room 400 (312) 744-3891

Chicago, Illinois 60604
(312) 747-8660

MUNICIPAL EMPLOYEES’ ANNUITY AND

BENEFIT FUND OF CHICAGO
zmiéh:gg’s ANNUITY & BENEFIT FUND OF 221 N. LaSalle, Suite 500
. . Chicago, 1llinois 60601
One North Franklin, S_U]tﬂ 2550 G 12) 236-4700

Chicago, Illinois 60606
(312) 726-5823

——

CLASS COUNSEL FOR KORSHAK AND

WINDOW SUBCLASS PARTICIPANTS:
LABORERS” AND RETIREMENT BOARD Clinton Krislov

EMPLOYEES’ ANNUITY AND BENEFIT FUND 20 North Wacker Dr., Suite 1350
221 N, LaSalle Street, Suite 748 e | Chicago, Iitinois 60601

Chicago, Hlinois 6 (312) 606-0500

(312)236-2065 email: clint@krisloviaw.com

EXHIBIT
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CITY OF CHICAGO 7
BENEFITS MANAGEMENT OFFICE

2005 ANNUITANT HEALTHCARE CONTRIB

UTION RECONCILIATION REPORT

Refund to
Count of Actual. | Annuitant or
Fund Primary | Paid. Amount (Annuitant
Refund Category Group | Members|{ Amount Due owe City)
FIRE 83 - $33,534 $33,534 $0
Even - Capped Rate LABOR 54 $25,260 $28,260 $0
Groups MUNICIPAL 189 $113,703 $113,703 $0
POLICE 128 . $66,895 $66,895 $0
ALL 434 $242,392 $242,392 $0
FIRE 7 $3,821 $7,944 {$4,123)
Amount Annuitants LABOR 41 $59,238 $86,110 {$26,874)
Owe City MUNICIPAL 97 $409,505 $198,454 {$88,949)
POLICE 85 $60,012 $95,893 ($35,881)
ALL 210 $232,574 $388,401 | ($155,827)
Amount City Owes | adjusted & Current FIRE 221 $526,671 $441,900 $84,771
Annuitants {The family unit has at least one monetary LABOR 202 $519,022 $428,655 $90,367
adjustment for 2005 from the fund, and the MUNICIPAL 508 $851,536 $693,680 $157,856
annuitant has current health coverage through |poLICE 88 $282,699 $235,201 $47,498
the City annuitant plan) ALL 1,017 | $2179928 | $1,799,436 $380,492
Adjusted & Dead/Cancelfed FIRE 6 $8,508 $7,034 $1,564
(The family unit has at least one monetary LABOR 30 $22,048 $17,951 $4,007
adjustment for 2005 from the fund, and the City [muNICIPAL 432 $67,786 $53,146 $14,640
istopped receiving money for that person from POLICE 2 $2.742 $2.164 $578
his/her fund. While they may have died, it may : * :
also be a case of a living person dropping the ALL 170 $101,174 $80,295 $20.879
health coverage)
Adjusted & Lapsed MUNICIPAL 43 $33,120 - $26,351 $6,769
(The family unit has at least one monetary
adjustment for 2005 from the fund, and the ALL 43 $33,120 $26,351 $6,769
annuitant has died. A spouse or child may have
d the annuity)
Clean FIRE 2,761 | $5,610,337 | $4,626,414 $983,923
{The annuitants have current health coverage LABOR 2,331 $5,889,862 $4,840,213 $1,049,649
through the City annuitant plan and there Is "o |MUNICIPAL 8,561 | $18,844,751 | $15,427,605 $3,417,148
record of adjustments) . POLICE 8,577 | $23,728,568 | $19,531,383 $4,197,205
ALL 22,230 | $54,073,537 | $44,425615 $9,647,922
Dead FIRE 181 $143,278 $113,574 $20,704
(The annuitant has died. A spouse or child may |[LABOR 153 $144,460 $115,124 $29,338
have assumed the annuity) MUNICIPAL |- 287 $207,327 $238,154 $59,173
POLICE 388 $369,774 $284,800 $74,974
ALL 1,009 $954,839 $761,652 $193,187
Lapsed FIRE 17 $20,880 $16,968 $3,012
{The City stopped recsiving money for the LABOR 5 $14,224 $11,784 $2,440
annuitants from their fund. While they may-have MUNICIPAL 138 $198,088 $160,570 $37,518
died, it may also be a case of a living person
— dropping the health coverage) POLICE 39 $84,468 $89,471 $14,897
) ALL 199 $317,660 $258,793 $58,867
T
)
Subtotat FIRE 3,186 | $6,308,764 | $5,205,890 $1,103,874
LABOR 2,721 | $8,589,616 | $5,413,727 $1,175,889
MUNICIPAL 9,667 | $20,292,608 | $16,599,506 $3,803,102
POLICE 8,094 | $24,468,270 | $20,133,019 $4,335,251
ALL 24,688 | $57,060,258 | $47,352,142 | $10,308,116
Total FIRE 3,256 | $6,347,119 | $5,247,368 $1,009,751
LABOR 2816 | $6,677,112 | $5,528,097 $1,149,015
MUNICIPAL 8,953 | $20,515,816 | $16,911,663 $3,604,153
POLICE 9,287 | $24,595177 | $20,205,807 $4,299,370
ALL 25312 | $58,135224 | $47,882,935 $10,152,289
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Exhibit C

City of Chicago ,
Subrogation Recovery Received in 12/2005

Case Group Nbr TotalRecov RecovAsOT
1 P16602 $1,957.90 j 111172005
2 P16602 $430.20 1/11/2005
3 P16602 $647.95 1/11/2005
4 P16602 $545.81 1/26/2005
5 P16602 $1,087.78 2/23/2005
6 P16602 - $734.00 3/9/2005
7 P16602 $1,233.06 3/9/2005
8 P16602 $6,666.66 3/29/2005
9 P16602 $704.45 3/29/2005
10 P16602 $459.57 3/31/2005
11 P16602 $1,063.08 4/11/2005
12 P16602 $1,892.79 4/2512005
13 P16602 $419.22 5/13/2005
14 P16602 $4,020.08 5/16/2005
15 P16602 $244.53 5/16/2005
16 P16602 $1,077.64 5/16/2005
17 P16602 $5,531.05 5/31/2005
18 P16602 $250.37 5/31/2005
19 P16602 $345.64 5/31/2005
20 P16602 $2,851.18 5/31/2005
21 P16602 $352.72 513172005
22 P16602 $4,500.00 6/27/2005
23 P16602 $705.54 6/27/2005
24 P16602 $1,085.00 7/26/2005
25 P16602 $468.81 7/26/2005
26 P16602 $141.92 7/27/2005
27 P16602 $1,603.35 712712005
28 P16602 $911.35 8/8/2005
29 P16602 $378.40 8/8/2005
30 P16602 $585.01 8/8/2005
31 P16602 $1,269.89 8/8/2005
32 P16602 $3,887.87 8/8/2005
33 P16602 $300.00 8/23/2005
34 P16602 $371.57 8/23/2005
35 P16602 $393.33 8/24/2005
36 P16602 $718.40 8/24/2005
37 P16602 $3,502.85 8/24/12005
38 P16602 $321.30 9/1/2005
39 P16602 $1,495.36 912712005
40 P16602 $1,055.90 9/27/2005
41 P16602 $342.23 972712005
42 P16602 $581.87 9/27/2005
. 43 P16602 $2,900.00 10/12/2005
j 44 P16602 $400.00 10/12/2005
45 P16602 $1,250.00 10/25/2005
46 P16602 $654.66 10/31/2005
47 P16602 $350.22|: 10/31/2005
48 P16602 $2,540.65 - 11/14/2005
49 P16602 $1,444.36 11/14/2005
50 P16602 $13,333.33 11/28/2005
51 P16602 $218.00 11/28/2005
52 P16602 $4,537.56 11/28/2005
53 P16602 $933.28 11/29/2005
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Exhibit C

City of Chicago .
Subrogation Recovery Received in 12/2005
54 P16602 - $608.93 11/29/2005
55 P16602 $5,398.05 11/29/2005
56 P16602 $415.41 11/29/2005
57 P16605 $2,336.94 9/27/2005
58 P16606 $2,210.94; 5/16/2005
59 P16606 $834.42 7/27/2005|
60 P16606 $1,016.74 10/31/2005
61 . |P16606 $971.81] 12/28/2005
Total - Non Medicare $99,499.93 : :
Net Recovery (net of Kukankos' service fee: 1/3 of
the recovery): $66,333.29

Do
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EXHIBIT 8

APPLICATION OF ANNUITANT CREDIT AMOUNTS IN THE

RECONCILIATION PROCEDURES AND/OR RATE SETTING PROCESS
AS DESCRIBED IN PARAGRAPHS 3.h AND 3.

Example:

A Plan Year’s Final Reconciliation Report shows an Annuitant Credit Amount of
$100,000, which consists of non-refunded amounts either from the $20 or less threshold or from
the 0.20% test under Paragraph 3.h, or from Unclaimed Refunds under Paragraph 3.i. The
$100,000 Annuitant Credit Amount comes from the following group participants:

- Medicare single and Medicare couple: $20,000
- Non-Medicare single and non-Medicare: $50,000

- Mixed couple or family (combination of Medicare and Non-Medicare): $30,000

A. Applyving Annuitant Credit Amounts In The Following Plan Year Reconciliation

If the following Plan Year reconciliation occurs before the monthly rate setting for the
next monthly rate period, the Annuitant Credit Amount will be applied in the following Plan
Year Final Reconciliation Report as follows:'

The following Plan Year Final Reconciliation Report shows the following:
- 20,360 Medicare participants
- 14,950 Non-Medicare participants

The Monthly True Contribution Rates are:
- Medicare single rate: $50
- Non-Medicare single: $150
- Medicare couple: $155
- Non-Medicare couple: $385
- Medicare & Non-Medicare couple: $285
- Non-Medicare & Medicare couple: $255

: Annuitant Credit Amounts derived from Unclaimed Refunds will be applied only as

described in Paragraph 3.i.

EXHIBIT
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Step 1: Separate the Annuitant Credit Amount into the respective two groups: Medicare
and Non-Medicare

The Annuitant Credit Amount will be attributed to the two subgroups: Medicare and
Non-Medicare. The basis for us to separate the Annuitant Credit Amount into the two groups is
the detail data which supports the total Annuitant Credit Amount. The Annuitant Credit Amount
from the Medicare singles and Medicare couples will be grouped under Medicare Group while
the Annuitant Credit Amount from Non-Medicare singles and Non-Medicare couples will be
grouped under the Non-Medicare group. The Annuitant Credit Amount from the mixed couples
or families will be split at fifty/fifty percentage between Medicare and Non-Medicare groups.

Calculation based on the example above:

The Annuitant Credit Amount that is attributed to Medicare = $35,000 ($20,000 from pure
Medicare participants + $15,000, from 50% of the mixed couple and family participants).

The Annuitant Credit Amount that is attributed to Non-Medicare = $65,000 (350,000 from pure
Non-Medicare participants + $15,000, from 50% of the mixed couple and family participants).

Step 2: Calculate the average monthly Annuitant Credit Amount per Medicare participant
and per Non-Medicare participant.

Medicare:
$35,000 (Annuitant Credit Amount from the prior Plan Year Final Reconciliation Report)
divided by 20,360 (Medicare participants) divided by 12 months = $0.14 (monthly Annuitant
Credit Amount per Medicare participant)

Non-Medicare:
$65,000 (Annuitant Credit Amount from the prior Plan Year Final Reconciliation Report)
divided by 14,950 (Non-Medicare participants) divided by 12 months = $0.36 (monthly
Annuitant Credit Amount per Medicare participant)

Step 3: Apply the participant’s monthly Annuitant Credit Amount against the true
contribution rates.

The participant unit Annuitant Credit Amount will be applied against the true unit costs
reported in the Final Reconciliation Report. The single Medicare unit and the single Non-
Medicare unit true rate will be reduced by one Medicare participant Annuitant Credit Amount




and one Non-Medicare participant Annuitant Credit Amount respectively. The Medicare and
Non-Medicare couple unit true rate will be reduced by two Medicare and Non-Medicare
participants’ Annuitant Credit Amount respectively. The mixed couple and family units will be
reduced by the combination of the corresponding participants’ Annuitant Credit Amount.

Following are the new true monthly rates reflecting the Annuitant Credit Amount:

- Medicare single rate is $49.86 ($50 - $0.14)

- Non-Medicare single is $149.64 ($150 - $0.36)

- Medicare couple is $154.72 ($155 - $0.14 - $0.14)

- Non-Medicare couple is $384.28 ($385 - $0.36 - $0.36)

- Medicare & Non-Medicare couple is $284.50 ($285 - $0.14 - $0.36)
- Non-Medicare & Medicare couple is $254.50 ($255 - $0.14 - $0.36)

Therefore, if a Medicare single actually paid $80 while the true contribution rate per the Final
Reconciliation Report is $49.86, the Medicare single will be refunded $361.68 ((12 months *
(380 - $49.86)). Out of the $361.68, $1.68 was the Annuitant Credit Amount from the prior Plan

Year Final Reconciliation Report.

B. Applying Annuitant Credit Amounts In The Next Rate-Setting Process

If the monthly rate setting for the next period occurs before the following Plan Year
reconciliation, the Annuitant Credit Amounts shown in a Plan Year Final Reconciliation Report
will be applied to reduce the monthly rates for the next monthly rate period. >

The enrollment in the most recent month at the time of establishing the monthly rates for
the next rate setting period will be used to determine the unit Annuitant Credit Amount, which
will be applied to reduce the monthly rates.

2 Annuitant Credit Amounts derived from Unclaimed Refunds will be applied only as

described in Paragraph 3.i, and not in the next rate-setting process.
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The monthly rates for the next rate setting period are as follows:
Medicare single rate: $70

Non-Medicare single: $170

Medicare couple: $195

Non-Medicare couple: $425

Medicare & Non-Medicare couple: $325

Non-Medicare & Medicare couple: $295

Step 1 and Step 2 are the same as above.

Step 3: Apply the participant’s monthly Annuitant Credit Amount against the monthly
rates.

The participant unit Annuitant Credit Amount will be applied against the monthly rates
for the next rate setting period. The single Medicare and the single Non-Medicare unit monthly
rates will be reduced by one Medicare participant Annuitant Credit Amount and one Non-
Medicare participant Annuitant Credit Amount respectively. The Medicare and Non-Medicare
couple unit monthly rates will be reduced by two Medicare and Non-Medicare participants’
Annuitant Credit Amounts respectively. The mixed couple and family unit monthly rates will be
reduced by the combination of the corresponding participants’ Annuitant Credit Amounts.

Following are the reduced monthly rates reflecting the Annuitant Credit Amount:
- Medicare single rate is $69.86 ($70 - $0.14)
- Non-Medicare single is $169.64 ($170 - $0.36)
- Medicare couple is $194.72 ($195 - $0.14 - $0.14)
- Non-Medicare couple is $424.28 (3425 - $0.36 - $0.36)
- Medicare & Non-Medicare couple is $324.50 ($325 - $0.14 - $0.36)
- Non-Medicare & Medicare couple is $294.50 ($295 - $0.14 - $0.36)




EXHIBIT 9

Description of Formula To Retroactively Apply Closed Plan Year Reimbursement and
Illustrative Examples Related To Paragraphs 3.m and 3.n

DESCRIPTION OF FORMULA:

The City’s Net Expenditure for a Group Category (Medicare or Non-Medicare) in the
Clbsed Plan Year minus the City’s Carry Back Portion of the Credit Related to the Closed Plan
Year, but Received in the Open Plan Year equals 55% multiplied by (the City’s Gross
Expenditure for the Group Category (Medicare or Non-Medicare) in the Closed Plan Year minus
the Credit Relafed to the Closed Plan Year, but Received in the Open Plan Year).

Therefore, the City’s Carry Back Portion of the Credit Related to the Closed Plan Year,
but Received in the Open Plan Year equals the City’s Net Expenditure for the Group Category
(Medicare or Non-Medicare) in the Closed Plan Year minus 55% multiplied by (the City’s Gross
Expenditure for the Group Category (Medicare or Non-Medicare) in the Closed Plan Year minus

the Credit Related to the Closed Plan Year, but Received in the Open Plan Year).

Notes:

1. In the examples described below, only the 55% subsidy group is used. However, the
Korshak Agreement provides that the City contribute from 0% to 55% of the gross
defined costs of annuitant health expenses depending on the annuitants’ retirement dates
and years of employment with the City.

2. Only if the City paid more than the applicable percentage in the related Closed Plan Year
can the City elect to trigger a calculation of a carry back credit in the Open Plan Year.

EXHIBIT
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Examples:
Example 1

Plan Year 1 - Total for Medicare expenses were $65 million. The City paid
$36,200,000, which is in excess of its 55% share of $35,750,000.

Plan Year 4 - City receives reimbursements from Medicare Part D as settlement credits
in the total amount of $200,000 attributable to Plan Year 1.

Total Medicare Gross Defined Costs = $65,000,000 (recorded in Plan Year 1 reconciliation
report) - $200,000 (post—year received credit for Plan Year 1) = $64,800,000.

The City’s required cost share: $64,800,000 * .55 = $35,640,000

Annuitant and Pension Funds’ cost share: $64,800,000 * .45 = $29,160,000

To find out how much the City can elect to carry back out of the $200,000 credit received in Plan
Year 4 but related to Plan Year 1, we use the formula to calculate as follows:

Total Gross Expenditure in Plan Year 1 = $65,000,000
The City Net Expenditure in Plan Year 1 = $36,200,000
X=City carry back portion, which should be <= post year credit received for Plan Year 1.

$36,200,000 — X = 55% ($65,000,000 — $200,000)

-X =-$36,200,000 + $35,640,000

X=$560,000

As $560,000 is greater than the post-year credit for Plan Year 1, X = $200,000

In this case, the City can carry $200,000 back to Plan Year 1.

Summary:

Total Medicare defined costs = $65,000,000 (recorded in Plan Year 1 reconciliation report) -
$200,000 (post—year received credit for Plan Year 1) = $64,800,000

The City’s required cost share: $64,800,000 * .55 = $35,640,000
Annuitant and Pension Funds’ cost share: $64,800,000 * .45 = $29,160,000




The City actually paid = $36,200,000 (net paid in Plan Year 1) - $200,000 (carry back portion) =
$36,000,000 Even with the receipt of the carry back credit of $200,000, the City still paid more
than the 55% share by $360,000

Pension Funds / Annuitants actually paid = $28,800,000 (net paid in Plan Year 1)
Pension/Annuitant contribution is $360,000 lower than their 45% share.

Example 2

Same numbers as Example 1 except increase the Medicare Part D reimbursement to $5 million
related to Plan Year 1.

Total Medicare defined costs = $65,000,000 (recorded in Plan Year 1 reconciliation report) -
$5,000,000 (post—year received credit for Plan Year 1) = $60,000,000

The City’s required cost share: $60,000,000 * .55 = $33,000,000

Annuitant and Pension Funds’ cost share: $60,000,000 * .45 = $27,000,000

To find out how much the City may elect to carry back out of the $5 million credit received in
Plan Year 4, but related to Plan Year 1, we use the formula to calculate as follows:

Total Gross Expenditure in Plan Year 1 = $65,000,000
The City Net Expenditure in Plan Year 1 = $36,200,000

X = the City carry back portion, which should be <= post year credit received for the Plan Year
1.

$36,200,000 — X = 55% ($65,000,000 — $5,000,000)
-X = -$36,200,000 + $33,000,000
X = $3,200,000

As $3,200,000 is less than the post-year credit for Plan Year 1, the City’s carry back portion
would be limited to only $3,200,000 of the $5,000,000.

The remainder of $5,000,000, $1,800,000 will be applied as annuitant contribution in the Plan
Year 4 Final Reconciliation Report as described in Exhibit 8.A.
Summary:




Total Non-Medicare defined costs = $65,000,000 (recorded in Plan Year 1 reconciliation report)
- $5,000,000 (post—year received credit for Plan Year 1) = $60,000,000

The City’s required cost share: $60,000,000 * .55 = $33,000,000

Annuitant and Pension Funds’ cost share: $60,000,000 * .45 = $27,000,000

The City actually paid = $36,200,000 (net paid in Plan Year 1) - $3,200,000 (carry back portion)
= $33,000,000

Pension Funds / Annuitants actually paid = $28,800,000 (net paid in Plan Year 1) - $1,800,000
(credit received in Plan Year 4) = $27,000,00.

Example 3:

Plan Year 1 (Closed Plan Year) -  Total expenses $120 Million ($70 Million for Non-
Medicare and $50 Million for Medicare)

Non-Medicare — The City paid $40,000,000 (in excess of its 55% share of
$38,500,000). No refunds.
Medicare — The City paid $25,000,000 (under its 55% share:

$27,500,000). City issues $2,500,000 in refunds.

Plan Year 4 (Open Plan Year):

Example 3 - The City receives a DEMAND from Medicare Retiree Drug Subsidy
(RDS) Center to return $3,000,000 on Part D reimbursements the City
received in Plan Year 1. This example will only be applicable if the City
obtains the agreement of the Parties or a Court Order.

As the City already paid 55% of the total defined gross cost of Plan Year 1
($25,000,000+$2,500,000 in refunds = $27,500,000, which is 55% of the $50,000,000), the
demand of $3,000,000 should be reflected as a part of the total defined gross cost in the year
received, Plan Year 4 in this example. No recalculation for Plan Year 1 is necessary.




This is a joint letter from the City of Chicago, your Pension Fund, and Class Counsel, with
approval by the Court in the City of Chicago v. Korshak Lawsuit (“Korshak Lawsuit”).

Subject: Reconciliation Procedure For The Annuitant Healthcare Plans Provided For
Under the 2003 Korshak Settlement Agreement

Dear City Annuitant:

You are or have been a participant in one of the City’s Annuitant Settlement Healthcare
Plans (“the Healthcare Plans”), which the City provides pursuant to the 2003 Korshak Lawsuit
Settlement Agreement.' Under the 2003 Settlement, your annuitant healthcare monthly rate is
determined by a formula, which is based on a projection for each year’s healthcare costs. The
monthly projected costs are calculated and then reduced by the City’s percentage share of the
costs, and your Pension Fund’s fixed subsidy amount. As a participant annuitant, the remaining
cost is your monthly rate, which is withheld from your monthly pension check.

The projections for the monthly costs, on which your monthly rates are based, are
calculated by the outside consultant retained by the Pension Funds and the City. Since the 2003
Healthcare Plans have been implemented, the total actual healthcare costs for some participants,
but not all, were lower than the projections. In consultation with Class Counsel and the Pension
Funds, the City conducted an analysis and compared the monthly rates you paid based on the
projected costs, with what your share of the costs would have been based on the actual costs
experienced for the following periods: September 2003 through December 2004; January
through December 2005; and January through December 2006. Based on those analyses, the
City, the Funds’ trustees and Class Counsel concluded that certain participants were entitled to
refunds. As part of the reconciliation process, the Pension Funds and Class Counsel retained an
independent auditor to audit/review the City’s analyses. Subsequent to the audit/review for each
time period and with the Court’s approval, refunds were issued for those periods.

To ensure continued compliance with the Korshak Settlement Agreement, the City of
Chicago, Class Counsel and the Pension Funds worked together using the processes
implemented to examine the prior periods from September, 2003 through December, 2006, and
devised “Reconciliation Procedures” that will be used to conduct annual reconciliations and
audits for the subsequent years through June 30, 2013. The Parties’ Reconciliation Procedures
were presented to and approved by the Court on , 2008.

Under the Reconciliation Procedures, for each plan year starting with 2007, the City will
continue to conduct an annual analysis and compare the monthly rates you paid based on the
projected costs, with what your share of the costs would have been based on the actual costs
experienced. Class Counsel and the Pension Funds will retain an independent auditor to
audit/review the City’s analysis. If the analysis shows and the audit confirms that the projected
costs resulted in the City not paying its required percentage share under the 2003 Korshak
Settlement Agreement for that year, the Reconciliation Procedures provide for a process to either
issue refunds to those annuitants who paid more than their share of actual costs or, if the amounts
are below a certain level, to apply the amounts to annuitant costs to reduce rates in a future plan
year. If the analysis shows that the City paid more than its required percentage share of
annuitant healthcare costs, the City will not seek to recover those amounts from annuitants.

! That Agreement is set to expire on June 30, 2013.
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This is a joint letter from the City of Chicago, your Pension Fund, and Class Counsel, with
approval by the Court in the City of Chicago v. Korshak Lawsuit (“Korshak Lawsuit”).

If you have any questions, feel free to first call the City’s Benefits Office. If you do not
get your questions answered, please contact your Pension Fund or Class Counsel. DO NOT
CALL THE COURT. The Reconciliation Plan is available for your review upon request.

BENEFITS MANGEMENT DIVISION -
DEPARTMENT OF FINANCE

City of Chicago

333 South State Street, Room 400

Chicago, Illinois 60604

(312) 747-8660

email: benefitshelp@cityofchicago.org

CLASS COUNSEL FOR KORSHAK AND
WINDOW SUBCLASS PARTICIPANTS:

Clinton A. Krislov

20 North Wacker Dr., Suite 1350

Chicago, Illinois 60601

(312) 606-0500

email: clint@krislovlaw.com

FIREMEN’S ANNUITY & BENEFIT FUND OF
CHICAGO

One North Franklin, Suite 2550

Chicago, Ilinois 60606

(312) 726-5823

LABORERS’ AND RETIREMENT BOARD
EMPLOYEES’ ANNUITY AND BENEFIT FUND
221 N. LaSalle Street, Suite 748

Chicago, Hlinois 60601

(312) 236-2065

MUNICIPAL EMPLOYEES’ ANNUITY AND
BENEFIT FUND OF CHICAGO

221 N. LaSalle, Suite 500

Chicago, Illinois 60601

(312) 236-4700

POLICEMEN’S ANNUITY & BENEFIT FUND
221 N. LaSalle Street, Suite 1626

Chicago, Hllinois 60601

(312) 744-3891




