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Report Contents

> The following information is included in this report:
e Monthly reserve position beginning on August 1, 2017

e Memorandum of Agreement (MOA) Reserve Determination
— July 2018 reserves have resulted in a 6-month amortized adjustment of $96,953

e Summarized experience since July 1, 2012
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Most Recent Reserve Position
Based on PNC Statements

> Based on the August 25, 2017 MOA language, July 2018 reserves have resulted in an adjustment due to
reserves exceeding 4.0 months. The July 2018 reserve adjustment is in addition to the amortized May 2018
reserve adjustment of $13,942 and the amortized June 2018 reserve adjustment of $1,654.

> Figures included in the chart below have been updated to reflect the Administrative Manager’s Report
through June 30, 2018, which may result in changes to the calculations from previous reports.

> The calculation of the reserve adjustment is shown on the following page.

Historical Reserve Position based on PNC Statements
8/31/2017 9/30/2017 10/31/2017 11/30/2017 12/31/2017 1/31/2018 2/28/2018 3/31/2018 4/30/2018 5/31/2018 6/30/2018 7/31/2018
A) PNC Statement (Beginning of Month) $5,612,963 $5,671,043 $6,282,247 $6,281,330 $6,311,466 $6,432,670 $6,944,961 $7,422,444 $7,688,789 $7,866,309 $8,678,267 $8,688,190
B) PNC Receipts and Earnings N/A N/A $3,806,463 $4,023,665 $3,475,091 $3,303,463 $2,451,058 $2,533,022 $2,609,186 $2,741,601 $2,454,804 $2,485,623
C) PNC Disbursements N/A N/A ($3,807,380) ($3,993,529) ($3,353,887) ($2,791,172) ($1,973,575) ($2,266,677) ($2,431,666) ($1,929,643) ($2,444,881) ($1,945,698)
D) Monthly Surplus/(Deficit) (B)+(C) $58,080 $611,204 ($917) $30,136 $121,204 $512,291 $477,483 $266,345 $177,520 $811,958 $9,923 $539,925
1) PNC Statement (End of Month) (A)+(D) $5,671,043 $6,282,247 $6,281,330 $6,311,466 $6,432,670 $6,944,961 $7,422,444 $7,688,789 $7,866,309 $8,678,267 $8,688,190 $9,228,115
A) Kroger Roanoke Retirees Adjustment * ($25,395) ($44,706) ($96,917) ($120,312) ($137,604) ($148,880) ($148,880) ($148,880) ($148,880) ($148,880) ($148,880) ($148,880)
B) Unrealized Amortized Reserve Adjustments $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 ($83,652) ($93,575)
2) Total Adjustments (A)+(B) ($25,395) ($44,706) ($96,917) ($120,312) ($137,604) ($148,880) ($148,880) ($148,880) ($148,880) ($148,880) ($232,532) ($242,455)
3) Total MOB Assets After Adjustments (1)+(2) $5,645,648 $6,237,541 $6,184,413 $6,191,154 $6,295,066 $6,796,081 $7,273,564 $7,539,909 $7,717,429 $8,529,387 $8,455,658 $8,985,660
4) MOB Expenses2 $25,554,322 $24,952,679 $24,952,679 $24,952,679 $25,518,174 $25,518,174 $25,518,174 $25,337,203 $25,337,203 $25,337,203 $25,211,822 $25,211,822
5) Number of Reserve Months (3) / (4) * 12 2 2.651 3.000 2.974 2.977 2.960 3.196 3.420 3.571 3.655 4.040 4.025 4.277

N/A = not available
LIncludes incurred but not reported claims less any payments already made by Kroger.
2 Based on paid expenses as provided in Associated’s AMRs for the prior twelve-month period.
3 Any month with reserves exceeding 4 months represents a month when a reserve adjustment has been calculated.

> The reserves and assets reflect the one-time lump sum payment of $315,000 in September 2017 by
Shoppers per the MOA dated August 25, 2017.
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MOA Reserve Determination

> The chart below illustrates the determination of the amortized required reserve adjustment for the month of
July 2018 due to assets exceeding 4.0 months.

> Associated Administrator’s LLC will need to work with the employers to determine how this additional credit
will be applied to the employers by the Fund. This reserve adjustment is in addition to the May and June
2018 reserve adjustments.

> The amount shown on line 9 ($581,719) represents the amount of credit due to the employers over 6
months. This amount is added to the Fund’s “Unrealized Amortized Reserve Adjustments” and reduces the
assets to bring them to the required level (4 months). As the credit is applied to the employers each month,
the liability will be reduced by $96,953, or 1/6 of the amount as the employer contributions are credited.

Actual MOA Reserve Determination for July 2018
Surplus
1) Total MOB Assets After Adjustments $8,985,660
2) MOB Expenses $25,211,822
3) Number of Reserve Months [(1)/(2)*12 months] 4.28
4) Reserve Floor (3-Months)* $6,302,956
5) Reserve Ceiling (4-Months) $8,403,941
6) Amount Below Reserve Floor (Deficit) (4) — (1) N/A
7) Amount Above Reserve Ceiling (Excess) (1) — (5) $581,719
8) Goal Reserve? $8,403,941
9) Aggregate Required Reserve Adjustment (1) — (8) $581,719
10) Amortized Required Reserve Adjustment (9) / 6 $96,953
11) Current Value of 1 Month of Employer Contributions $2,317,837

N/A = Not Applicable
1 On and after July 2018 the floor increased from two months to three months.
2 If assets fall below the floor, the goal reserves are 3 months. If assets exceed the ceiling, the goal reserves are 4 months.
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Amortization History and Schedule

> The chart below illustrates the total amount of amortization calculated and the amount that

should be applied to each months employer contribution.

> Contributions are illustrated with a two-month lag to accommodate the reconciliation and billing

time period.
Amortized Amount by Month Total Total
Month Determined 8/31/2018 | 9/30/2018 | 10/31/2018 | 11/30/2018 | 12/31/2018 | 1/31/2019 | 2/28/2019 | Determined | Outstanding
May 2018 ($13,942) | ($13,942) | ($13,942) | ($13,942) | ($13,942) | ($13,942) $0 ($83,652) ($83,652)
June 2018 ($1,654) | ($1,654) | ($1,654) | ($1,654) | ($1,654) | ($1,654) $0 ($9,923) ($9,923)
July 2018 ($96,953) | ($96,953) | ($96,953) | ($96,953) | ($96,953) | ($96,953) | ($581,719) ($581,719)
Total ($15,596) | ($112,549) | ($112,549) | ($112,549) | ($112,549) | ($112,549) | ($96,953) | ($675,294) ($675,294)

> The amounts outstanding are illustrated as of July 31, 2018 and do not include any

payments/(credits) that have been made after.
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Summarized Most Recent Experience
MOB Plans (Plans JS, JSS-2,Y, Y20, Y30, Y40, S, 2)

Period Start: 7/1/2015 10/1/2015 1/1/2016 4/1/2016 7/1/2016 10/1/2016 1/1/2017 4/1/2017 7/1/2017 10/1/2017 1/1/2018 4/1/2018
Period End: 9/30/2015 12/31/2015 3/31/2016 6/30/2016 9/30/2016 12/31/2016 3/31/2017 6/30/2017 9/30/2017 12/31/2017 3/31/2018 6/30/2018
Months in Period 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
Participants 2,973 2,878 2,864 2,843 2,834 2,784 2,753 2,754 2,748 2,716 2,879 2,697
Income
Active Contributions $6,280,668 $6,126,830 $5,838,383 $6,659,494 $6,573,904 $6,529,727 $6,453,088 $6,402,999 $6,645,315 $6,695,443 $7,020,409 $6,953,511
Retiree Contributions 32,772 31,055 53,362 58,162 57,074 57,068 57,499 52,434 55,229 53,222 51,727 51,893
Total $6,313,440 $6,157,885 $5,891,745 $6,717,656 $6,630,978 $6,586,795 $6,510,587 $6,455,433 $6,700,544 $6,748,665 $7,072,136 $7,005,404
Paid Expenses
Medical $3,667,397 $2,878,731 $3,655,085 $4,750,671 $3,973,535 $2,905,819 $3,457,790 $3,995,228 $3,062,146 $3,431,667 $3,028,068 $3,807,884
HMO 26,110 38,990 38,988 32,685 41,738 26,819 44,024 35,792 42,097 45,441 38,442 43,085
Life/AD&D 26,837 22,662 22,361 22,047 22,012 22,468 22,565 22,719 22,421 22,299 22,126 21,986
Disability 290,716 358,016 228,000 287,105 325,849 247,119 273,061 241,943 247,873 226,445 262,405 241,226
Dental 276,003 272,097 260,402 257,441 256,793 252,823 243,995 238,393 236,496 234,028 231,945 228,201
Optical 31,830 31,525 24,230 23,887 23,957 23,531 23,296 23,071 22,839 22,575 22,420 22,075
Drug 1,183,450 1,333,799 1,065,654 1,326,103 959,718 1,096,492 1,165,690 1,195,118 1,341,294 1,122,862 1,389,731 1,139,554
Retirees 658,068 632,726 592,878 719,224 662,364 644,746 641,028 593,038 588,317 490,156 695,640 596,963
Medical Adm. 90,137 89,445 88,280 88,910 89,822 88,095 87,633 86,896 87,879 86,536 86,020 83,456
Mental Health Manager 65,897 95,105 106,873 77,215 47,583 48,735 43,808 33,348 93,504 78,741 50,038 145,419
PPO 54,108 51,721 51,258 49,190 48,635 48,234 46,549 46,618 45,120 44,013 43,870 47,705
EAP 2,955 2,918 2,753 2,693 2,691 2,631 2,641 2,615 2,584 2,571 2,556 2,507
UM/DM 76,678 76,716 74,197 60,542 70,082 64,609 64,714 61,589 69,369 70,486 84,614 74,140
Operating Expenses 248,731 222,008 312,338 201,821 217,951 198,422 269,626 178,261 279,148 358,218 247,574 175,047
Total $6,698,917 $6,106,459 $6,523,297 $7,899,534 $6,742,730 $5,670,543 $6,386,420 $6,754,629 $6,141,087 $6,236,038 $6,205,449 $6,629,248
Operating Surplus/(Deficit) ($385,477) $51,426 ($631,552) ($1,181,878) ($111,752) $916,252 $124,167 ($299,196) $559,457 $512,627 $866,687 $376,156
Other Operating Surplus/(Deficit) * ($223,324) $185,001 ($244.058) ($120,025) ($290,898) $181,340 $537,992 ($187.429) ($274.483) $275,949 $545,209 $59,888
Total Fund Operating Surplus/(Deficit) ($608,801) $236,427 ($875,610) ($1,301,903) ($402,650) $1,097,592 $662,159 ($486,625) $284,974 $788,576 $1,411,896 $436,044
Quarterly Per Capita Expenses $751.08 $707.26 $759.23 $926.20 $793.08 $678.94 $773.27 $817.55 $744.92 $765.35 $718.47 $819.34
Current 12-Month Per Capita Expenses $731.60 $736.74 $751.96 $785.26 $796.10 $789.88 $793.63 $765.67 $753.47 $775.32 $761.08 $761.23
Prior 12-Month Per Capita Expenses $665.78 $674.17 $704.47 $741.20 $731.60 $736.74 $751.96 $785.26 $796.10 $789.88 $793.63 $765.67
Year Over Year Change 9.9% 9.3% 6.7% 5.9% 8.8% 7.2% 5.5% -2.5% -5.4% -1.8% -4.1% -0.6%

Based on income and expenses as reported on the Administrative Manager’'s Reports (AMR)
L Includes Kroger experience, interest and dividends, and miscellaneous income.

> Current 12-month per capita expenses have decreased 0.6%, from $765.67 during the 12-
month period July 1, 2016 through June 30, 2017 to $761.23 during the 12-month period
July 1, 2017 through June 30, 2018.
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Summarized Historical Experience (Continued)
MOB Plans (Plans JS, JSS-2,Y, Y20, Y30, Y40, S, 2)

Period Start: 7/1/2012 10/1/2012 1/1/2013 4/1/2013 7/1/2013 10/1/2013 1/1/2014 4/1/2014 7/1/2014 10/1/2014 1/1/2015 4/1/2015
Period End: 9/30/2012 12/31/2012 3/31/2013 6/30/2013 9/30/2013 12/31/2013 3/31/2014 6/30/2014 9/30/2014 12/31/2014 3/31/2015 6/30/2015
Months in Period 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
Participants 3,219 3,159 3,042 2,985 2,982 2,970 2,993 3,065 3,073 3,040 3,022 3,031
Income
Active Contributions $6,298,548 $6,261,984 $6,044,267 $5,968,256 $5,948,646 $5,959,073 $5,958,900 $5,991,114 $5,977,553 $4,012,461 $6,071,581 $6,357,289
Retiree Contributions 37,736 36,459 37,556 35,566 35,386 35,754 33,543 30,788 28,731 28,915 29,987 32,842
Total $6,336,284 $6,298,443 $6,081,823 $6,003,822 $5,984,032 $5,994,827 $5,992,443 $6,021,902 $6,006,284 $4,041,376 $6,101,568 $6,390,131
Paid Expenses
Medical $3,195,575 $3,193,674 $3,013,997 $3,347,001 $2,772,332 $2,561,203 $2,179,161 $2,423,678 $3,892,383 $3,287,131 $2,892,717 $3,967,482
HMO 119,759 87,343 106,324 107,980 90,366 98,401 79,557 74,284 62,155 63,987 66,112 52,959
Life/AD&D 19,220 19,003 18,909 18,587 18,370 18,248 18,109 17,957 21,276 21,225 21,181 21,076
Disability 220,816 284,633 263,036 300,280 291,168 271,703 277,687 265,567 275,104 253,693 207,084 258,246
Dental 262,594 289,778 287,211 283,154 282,140 281,516 279,996 279,485 280,540 281,132 278,725 277,071
Optical 37,286 36,376 35,790 35,119 34,567 34,349 34,665 33,332 33,352 33,045 33,234 32,330
Drug 1,120,535 1,164,790 1,079,779 1,276,240 1,233,215 1,203,245 1,207,635 1,637,748 1,403,539 1,281,009 1,356,813 1,303,835
Retirees 999,478 817,705 636,963 604,863 824,950 798,265 625,869 651,227 715,234 569,497 730,675 668,077
Medical Adm. 94,795 93,618 91,348 90,598 91,734 91,261 90,677 90,938 91,775 91,469 90,984 90,663
Mental Health Manager 75,807 97,921 42,767 25,474 87,676 66,378 48,942 81,668 69,099 91,963 61,303 90,247
PPO 52,926 54,423 52,798 80,996 76,944 69,260 68,446 77,647 89,827 79,233 82,664 81,738
EAP 2,454 2,424 2,410 2,452 2,490 2,508 2,527 2,561 2,848 2,992 2,968 2,969
UM/DM 81,899 80,010 81,229 74,314 73,099 80,615 75,251 92,941 73,562 71,545 74,962 72,300
Operating Expenses 168,481 181,684 151,198 152,942 277,038 255,464 180,000 171,155 258,077 150,514 436,708 250,074
Total $6,451,625 $6,403,382 $5,863,759 $6,400,000 $6,156,089 $5,832,416 $5,168,522 $5,900,188 $7,268,771 $6,278,435 $6,336,130 $7,169,067
Operating Surplus/(Deficit) ($115,341) ($104,939) $218,064 ($396,178) ($172,057) $162,411 $823,921 $121,714 ($1,262,487) ($2,237,059) ($234,562) ($778,936)
Other Operating Surplus/(Deficit)* ($290.830) ($61,783) ($162,935) $247,010 ($735,293) ($3,307,999) $143,372 ($785.969) ($563.837) ($457.491) ($508.461) ($492,202)
Total Fund Operating Surplus/(Deficit) ($406,171) ($166,722) $55,129 ($149,168) ($907,350) ($3,145,588) $967,293 ($664,255) ($1,826,324) ($2,694,550) ($743,023) ($1,271,138)
Quarterly Per Capita Expenses $668.08 $675.68 $642.53 $714.68 $688.14 $654.59 $575.62 $641.67 $788.46 $688.42 $698.89 $788.42
Current 12-Month Per Capita Expenses $652.49 $656.06 $672.89 $674.96 $680.01 $674.85 $658.20 $639.94 $665.78 $674.17 $704.47 $741.20
Prior 12-Month Per Capita Expenses $688.04 $687.86 $698.92 $652.49 $656.06 $672.89 $674.96 $680.01 $674.85 $658.20 $639.94
Year Over Year Change -4.6% -2.2% -3.4% 4.2% 2.9% -2.2% -5.2% -2.1% -0.1% 7.0% 15.8%

Based on income and expenses as reported on the Administrative Manager’'s Reports (AMR)
L Includes Kroger experience, interest and dividends, and miscellaneous income.
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MOA - 8/25/2017 Rate and Reserve Language

4. Local 400-Article 15-Health and Welfare:
Local 27- Article 18-Health and Welfare
Amend Section 1510 (Local 400) and Section 18.22 (Local 27) of the Agreements and replace with the following:

Section 15.10 (18.22 for Local 27) The Employer shall make monthly contributions in an amount determined by the Board of
Trustees of the above Fund, so as to maintain current and existing health and welfare benefits and further to provide a three (3)
month reserve. Notwithstanding the prior sentence, the three (3) month reserve requirement is modified from July 2017 - July
2018 pursuant to this paragraph and the following paragraph. With respect to the Maintenance of Benefits (MOB) rates, the
Employer MOB rates for the time period beginning with hours worked in August 2017 through hours worked in January 2018 shall
be the MOB rates in existence for hours worked in July 2017 multiplied by 1.08 (8% increase in contribution rates). For hours
worked beginning in February 2018 (payable in March 2018), the Employer MOB contribution rates will increase by an additional
eight percent (8%).

Further, the Employer will make an additional one-time lump sum payment of $315,000 payable in September 2017.

With respect to the goal to maintain a financial reserve targeted at three (3) months which shall be measured on the last day of
each month, the Employer contribution increases set forth above will be the MOB increases for twelve (12) months from August
2017 through July 2018 unless additional increases are required per the following formula in this paragraph. If, as of the last day
of any month during the year, the Plan's reserves fall below two (2) months, the Employer contribution rates will be adjusted
effective for hours worked in the month following the last day of the month in which the reserves fell below two (2) months, based
on the reasonable determination of the Fund's actuarial benefits consultant, with the goal of returning the reserve levels to three
(3) months of reserves within the following six (6) months. If the Plan's reserves exceed four (4) months of reserves, the Employer
will receive a credit on its contributions effective for hours worked in the month in which the reserves exceeded four (4) months
and amortized over the following six (6) months to reduce the reserve levels to four (4) months.

On and after July 2018, the Employer will make monthly contributions in amounts determined by the Board of Trustees, based on
the reasonable determination of the Fund's actuarial benefits consultant, the goal of which is to maintain the health care plan of
benefits and to further provide a financial reserve targeted at three (3) months measure on the last day of each month. If as of the
last day of any month during the year, the Plan's reserves fall below three (3) months measured as of the last day of each month,
the Employer contribution rates will be adjusted effective for hours worked in the month following the last day of the month in
which the reserves fell below three (3) months, with the goal of returning the reserve levels to three (3) months reserves within the
following six (6) months. If the Plan's reserves exceed four (4) months of reserves, the Employer will receive a credit on its
contributions effective for hours worked in the month following the last day of the month in which the reserves exceeded four (4)
months and amortized over the following six (6) months, to reduce the reserve levels to four (4) months. 2
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MOA - 8/25/2017 Rate and Reserve Language
Rate Adjustments for the Period August 2017 — July 2018

The starting point of the rate adjustment is to determine the dollar level of asset adjustment required to reach the upper or
lower bound asset target level.

If assets fall below 2 months, assets will need to be built back up to the lower bound asset target level of 3 months.
If assets rise above 4 months, they need to be brought back down to the upper bound asset target level of 4 months.
No action is required if assets are between 2 and 4 months.

Once the level of asset adjustment is determined, that amount effectively becomes an asset or a liability since future
contribution rates will be adjusted by this amount. In subsequent months, the remaining asset adjustment that has not been
realized will be included as an offset for calculating reserves.

For example if assets rose above 4 months by $600,000, this would require a reduction in the assets of $600,000, restoring
the assets to 4 months. The rates for each of the next six months would be reduced by $100,000. After four months, the
employer contribution would have been adjusted downward by a total of $400,000, and the reserves would reflect a
negative $200,000 to represent that the following two months would still have an adjustment of $100,000 each.

Process Steps:

Step 1: Evaluate reserve compared to triggers (upper trigger is 4 months, lower trigger 2 months).

— If no triggers are hit, no adjustments are required.

— If a trigger is hit, then proceed to step 2.

Step 2: Determine the aggregate reserve adjustment required to restore assets to the upper or lower bound asset target:
— Lower Trigger Aggregate Reserve Adjustment: ((3) Months - Actual Months )*(12 months of MOB Expense / 12)

— Upper Trigger Aggregate Reserve Adjustment: ((4) Months - Actual Months )*(12 months of MOB Expense / 12)

Step 3: Amortize Aggregate Reserve Adjustment over six months: (Aggregate Reserve Adjustment from Step 2/6)

Step 4: Determine amount of amortization to apply to each employers’ subsequent rates (work with Associated and
employers to determine process).

Step 5 : Establish asset adjustment to be utilized on following months reserve determination to incorporate unrealized
adjustments. Sum across all months [Amortized Reserve Adjustment (from month j) * Months of Amortization remaining
(from month j)].

Step 6: Return to step 1 for following months calculation once the next monthly PNC statement becomes available.
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MOA - 8/25/2017 Rate and Reserve Language
Rate Adjustments On or After July 2018

On or after July 2018 new rates are to be set by the Board of Trustees.

Based on the language in the MOA, the MOB rates are to be based upon a reasonable determination of the Fund’s actuarial
consultant. A reasonable methodology would be to set the rates using a similar methodology as used in the past to establish
MOB Rates. In effect, these rates are the most recent 12-month experience projected to the rating period. The rates, if all
assumptions are realized, would be expected to cover the cost of benefits and maintain the dollar level of reserves and the
underlying rates will be unaffected by reserves adjustments, if any, that exist.

The rating adjustment methodology outlined on the prior page would continue. The only change is that the lower bound trigger
value changes from 2 months to 3 months.
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