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February 24, 2015 
 
George S. Brown 
Chairman, EERP Board of Trustees 
City of Boca Raton EERP 
201 West Palmetto Park Road 
Boca Raton, Florida  33432-3795 
 
Dear Mr. Brown: 
 
This report presents the results of the 2014 actuarial valuation of the City of Boca Raton 
Executive Employees’ Retirement Plan. Actuarial Concepts was retained by the City to 
perform the actuarial valuation and prepare this report. This actuarial valuation was 
prepared and completed by us or under our direct supervision, and we acknowledge 
responsibility for the results. To the best of our knowledge, the results are complete and 
accurate and, in our opinion, the techniques and assumptions used are reasonable and 
meet the requirements and intent of Part VII, Chapter 112, Florida Statutes. There is no 
benefit or expense to be provided by the Plan and/or paid from the Plan's assets for 
which liabilities or current costs have not been established or otherwise taken into 
account in the valuation. All known events or trends that require a material increase in 
plan costs or required contribution rates have been taken into account in the valuation. 
 
The use of the valuation results for financial or administrative purposes, other than 
those outlined in the report, is not recommended without an advance review by 
Actuarial Concepts of the appropriateness of such application. 
 
Members of our staff are available to discuss this report and related issues. 
 
Very truly yours, 
 
ACTUARIAL CONCEPTS 
 

By:  
 Michael J. Tierney 
 ASA, MAAA, FCA, EA #14-1337 

 
 
cc:  Linda C. Davidson 
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SECTION 1 
KEY VALUATION RESULTS SUMMARY 

 

The 2014 valuation of the City of Boca Raton Executive Employees’ Retirement Plan 

("Plan") presents a statement of the estimated financial position of the Plan as of 

October 1, 2014. Information in the report provides bases for determining contribution 

requirements and current funded status. 

 

Key Results Synopsis 
The major conclusions of the report are: 

• The total City contribution for the 2014-2015 plan year is $1,517,026. 

• The total City contribution for the 2015-2016 plan year is $1,540,993 if paid 

monthly. If paid as of October 1, 2015, the City contribution would be $1,482,115. 

• The Plan incurred actuarial gains of approximately $982,000, due mainly to 

investment returns in excess of that assumed. 

• The Plan is 78% funded on an accrued benefit liability basis per State required 

disclosures (Chapter 112.63). 

• The Plan is 72% funded on a projected liability measurement basis. 

 

Change since Last Valuation 
There have been no changes to Plan provisions or the actuarial cost method since the 

last valuation. The investment return assumption has been reduced from 7.75% to 

7.50%. The ultimate salary increase has been lowered from 3.50% to 3.25%. The assumed 

morality rates have been updated to the valuation year. 

 

A summary of current Plan provisions is included in Appendix A. Actuarial 

assumptions and cost method are summarized in Appendix B, along with explanations 

of other valuation procedures. 
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Plan Experience 
For the 12 months ended September 30, 2014, the actual experience under the Plan, in 

aggregate, was more favorable than expected, resulting in a net actuarial gain of 

approximately $982,000. This gain was mainly attributable to an investment return 

greater than assumed, 9.92% versus 7.75%. There was also a small gain due to salary 

increases less than assumed, 0.44% versus 1.00%. 
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City Contribution Requirements 
 

 

 

Contribution requirements have increased as a percentage of payroll and in dollar 
amount since the last valuation. The dollar increase is mostly due to the lowering of the 
investment return assumption (if prior assumptions were used, contribution 
requirements both as a dollar amount and as a percentage of payroll would have been 
less than last year); the percentage increase is also impacted by the lower valuation 
payroll since last year (if payroll increased as expected, then the percentage 
requirements would have been about the same). 
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Florida Statutes, Chapter 112.63 Funded Status – Current Liabilities 
 

 

A comparison of current actuarial value of assets of the fund with the current actuarial 
present value (APV) of benefits accrued based on credited service and salary to date is 
now a required disclosure under Florida Statutes, Chapter 112.63. This measurement is 
often used as a surrogate for the liability if the Plan were to stop future benefit accruals. 
It is called "current liability" since it is based only on current earned benefits, even 
though the actual payment of those benefits extends many years into the future. The 
accumulated benefit liability APVs were developed using the statute required assumed 
rate of future investment return of 7.75%. 
 
The current liability is normally expected to be more than 100% funded for an ongoing 
plan since the plan will ultimately be liable for a greater accrued benefit (the credited-
projected benefit). 
 
The Plan’s current funded status is 78%. 
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GASB Funded Status - Projected Liabilities 
 

 
 

A comparison of assets with the actuarial present value (APV) of benefit liabilities 

projected per the GASB 27 guidelines, actuarial accrued liability (AAL), is used to judge 

the progress to date of funding the "ultimate" liability associated with benefits 

recognized per GASB 27. AAL is not normally expected to be 100% funded, but a 

maturing plan's funded ratio should increase over time. The AAL APVs were 

developed using an assumed rate of interest discount of 7.50%. 

 
The Plan’s GASB projected funded status is 72%. 
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GASB Funded Trend 
 

 
 

The GASB funded trend has increased since last year due mostly to favorable 

investment returns. 

 



1-7 

Valuation Trend 
 

 
Plan liabilities have increased about as expected. In addition, liabilities will grow 

automatically due to the nature of the present value calculations, since discounts are 

removed as ongoing members progress closer to retirement. The UAAL decreased since 

last year due primarily to favorable investment returns. 
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Participation Trend 
 

 
 
True Costs 
It should be noted that the true costs of a retirement plan cannot be determined until its 

future unfolds. No one can precisely predict the interest earnings on fund assets, 

member termination rates, future salary levels, mortality experience, etc. Estimates 

based on experience with similar groups, along with the judgment of the actuary and 

the Plan sponsor, can provide a reasonable approximation of this true cost. As actual 

experience emerges under the Plan, it will be necessary to study the continued 

appropriateness of the techniques and assumptions used and to adjust the contribution 

rate as necessary. 
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SECTION 2 
ACTUARIAL VALUATION DEVELOPMENT 

 

Date and Basis of Valuation 
Estimated liabilities for the benefits provided by City of Boca Raton Executive 

Employees’ Retirement Plan and the contributions required to fund these liabilities 

have been determined as of October 1, 2014, based upon: 

 

1. the provisions of the Plan, as applicable October 1, 2014, as summarized in 

Appendix A; 

2. the actuarial assumptions and actuarial cost method, as summarized in 

Appendix B; 

3. the statement of trust fund assets as of October 1, 2014, provided by the City, as 

summarized in Appendix C; and 

4. the member data as of October 1, 2014, provided by the City, as summarized in 

Appendix D. 

 

The trust fund asset information has been reconciled by the City. The member data has 

been supplied by the City and provided as representative of the current participating 

group. While the asset and member information was reviewed for overall 

reasonableness, Actuarial Concepts has relied on the City for this information and does 

not assume responsibility for either its accuracy or completeness. 
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Explanation of Financial Values 
Actuarial Present Value of Future Benefits (line 2e) 

 The actuarial present value (APV) of future benefits is determined by first 

measuring the benefit amount that would be available for each member at 

various future dates (assuming future service credits earned and future salary 

increases awarded) under each of the events provided for by the Plan 

(retirement, disability, death, termination of employment).  Then the future value 

of those benefit entitlements is determined by multiplying the various benefit 

amounts by the then current value of the annuities associated with those 

amounts.  Finally, the APV of those future benefit values is determined by 

applying discounts to recognize the time value of money and probabilities of 

death, disability, termination of employment, etc. 

 

APV of Total Future Normal Costs (line 3a) 

 The APV of future normal costs is that portion of the total APV of future benefits, 

as described above, that is assigned to future plan years by the Individual Entry 

Age Actuarial Cost Method (described in Appendix B). 

 

Actuarial Accrued Liability (line 3b) and 

Unfunded Actuarial Accrued Liability (line 3d) 

 The actuarial accrued liability (AAL) and the unfunded AAL (UAAL) (the AAL 

less the actuarial value of assets) are actuarial values generated under the 

Individual Entry Age Actuarial Cost Method, as described in Appendix B.  These 

liability amounts are not the APV of benefits accrued to date by members but are 

actuarially determined amounts based on the accrual of Individual Entry Age 

normal cost amounts due prior to the valuation date.  The liability for benefits 

accrued to date (the APV of accumulated benefits) is provided in Section 3. 
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Plan Normal Cost (line 4a) 

 The Plan normal cost for the 12-month period beginning on the valuation date 

has been determined by first calculating for each member an individual yearly 

normal cost (that changes in dollar amount as pay increases, but is constant as a 

percent of each individual’s pay), then adding together to obtain the Plan normal 

cost amount as of the beginning of the year. This preliminary total is then 

adjusted for interest credits assuming contributions are made quarterly and an 

amount to allow for expected annual expenses. 

 

Total Required Plan Contribution (line 4e) and 

Net City Contribution (line 4g) 

 The total required contribution is the annual amount necessary to cover the 

normal cost and amortize the initial UAAL as of October 1, 2003, over a period of 

30 years from October 1, 2003, over 30 years from date of inception for any 

changes to the Plan, assumptions or cost methodology, and over 15 years from 

date of inception for any actuarial gains or losses established after October 1, 

2003. Each year’s UAAL portion can be either positive or negative, with 

amortization credits occurring if negative. The City's net contribution is equal to 

the total required contribution less estimated member contributions. 
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Sensitivity Study – Estimated Valuation Financial Values at 5.5% Interest 

This pro forma valuation estimates the effect on projected liabilities and contribution 

requirements if the Plan were to earn a return over the long term at a lower rate than 

the current assumed rate. A two percentage point difference in assumed rate was 

valued in accordance with State reporting requirements. Although projected liabilities 

would increase by about 32%, the net City contribution would increase by about 55% 

because the increase had no prior funding, whereas the present value of benefits based 

on current assumptions are partially funded. For returns between the current valuation 

rate and the pro forma rate, one can interpolate an estimate of resultant contribution 

requirements. Note if long term returns are greater than the current valuation assumed 

rate, the expected contribution requirements would be less than the current valuation 

requirement. 
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Derivation of Current UAAL 
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SECTION 3 
ANALYSIS OF VALUATION RESULTS 

 
Discussion of Valuation Results 
If the participating group remained unchanged and all the actuarial assumptions were 

realized, the Plan's experience would be as anticipated, and there would be no actuarial 

gain or loss. If the experience were less favorable than anticipated, an actuarial loss 

would result; if more favorable, an actuarial gain would result. 

 

For the 12 months ended September 30, 2014, the actual experience under the Plan, in 

aggregate, was more favorable than expected, resulting in a net actuarial gain of 

approximately $982,000. This gain was mainly attributable to an investment return 

greater than assumed, 9.92% versus 7.75%. There was also a small gain due to salary 

increases less than assumed, 0.44% versus 1.00%. 

 

Future valuations will monitor the Plan's experience to determine whether actuarial 

gains or losses have occurred since the previous valuation. Recognition of these 

actuarial gains or losses will be made through adjustments to the UAAL and amortized 

as provided in Appendix B. 

 

It should be noted that the true costs of a retirement plan cannot be determined until its 

future unfolds. No one can precisely predict the interest earnings on retirement fund 

assets, mortality rates to be experienced, member termination rates, future salary levels, 

etc. Estimates based on experience with similar groups, along with the judgment of the 

actuary and the Plan sponsor, can provide a reasonable approximation of this true cost. 

As actual experience emerges under the Plan, it will be necessary to study the continued 

appropriateness of the techniques and assumptions employed and to adjust the 

contribution rate as necessary. 
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Effect of Amortization Policy on Contribution Requirements 

It is intended that the initial UAAL be amortized over a period of 30 years from 

October 1, 2003. Actuarial (gains) or losses will be amortized over 15 years from 

inception. The amortization schedule is presented below: 
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Additional Disclosures 
There are no additional disclosures required under Rules 22D-1.003(4)(f) and (g) of the 

State of Florida, Department of Management Services, Division of Retirement. 
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CITY OF BOCA RATON 
EXECUTIVE EMPLOYEES’ RETIREMENT PLAN 
 
SUMMARY OF PLAN PROVISIONS THAT AFFECT THE VALUATION 
 
Definitions 
 
1. Ordinances: Original Ordinance #4745 
  Amendment #4805 
  Amendment #4839 
  Amendment #4925 
  Amendment #5021 
  Amendment #5152 
 
2. Plan Year: October 1 through September 30. 
 
3. Member: All eligible managers hired on or after 

December 1, 2003, and before November 1, 2007, 
must participate upon date of hire. All eligible 
managers hired after November 1, 2007 may 
elect to participate. Managers actively employed 
as of November 30, 2003, may elect to participate 
as of December 1, 2003. Managers are divided 
into four divisions: 

 
  Division 1 – Positions classified as D-1, D-2 and 

D-3 
  Division 2 – Positions designated as D-4 and 

higher D classifications 
  Division 3 – Assistant City Manager, Senior 

Assistant City Attorney and all department 
heads (positions classified as DD) 

  Division 4 – City Manager and City Attorney 
 
4. Member Contributions: For all divisions, 11% of Compensation 

accumulated at 5% interest, compounded 
annually. 

 
5. Vesting Service: The number of full and fractional years worked 

from the later of date of hire or Effective Date to 
date of termination or retirement, plus any past 
service purchased as provided below. 
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  Vesting Service credit may be purchased for full-
time employment with the City of Boca Raton 
prior to the Effective Date either by (1) payment 
to the Plan within 30 days of Effective Date of 
70% of the full actuarial cost of such service 
credit, or (2) payment to the Plan before 
separation of employment or entry into DROP 
100% of the full actuarial cost of such service 
credit. Service that is credited under the General 
or Police and Firefighters Plan may not be 
purchased unless the member transfers to this 
Plan. 

 
  Up to 5 additional years of Vesting Service credit 

may be purchased for periods of employment 
interrupted by military service by payment of 
the contributions that would have been required 
of the Member during such period of service, 
plus interest. 

 
6. Benefit Service: Total of Vesting Service plus any past service 

purchased as provided below. 
 
  Five additional years of Benefit Service credit 

may be purchased for prior full-time 
employment with the federal government, 
including active duty in the armed forces, or any 
state, county or city government (excluding the 
City of Boca Raton), by payment of the full 
actuarial cost of such service credit. If such prior 
service is deemed ineligible for purposes of a 
higher benefit rate, may be purchased under the 
same terms and conditions that is equivalent to 
increased benefits that would be applicable if 
such prior service were eligible for purchase. 

 
7. Compensation: Base wages excluding all extra forms of 

compensation such as longevity pay, payments 
for car allowance, dependent medical insurance 
and lump-sum payouts of accumulated leave, 
but including salary reductions or deferrals to 
any salary reduction, deferred compensation or 
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tax-sheltered annuity program related to such 
base wages. 

 
8. Average Final Compensation: Divisions 1-3 – 1/60th of the average 

Compensation of the 130 best pay periods of the 
last 260 pay periods prior to termination. 

 
  Division 4 – 1/60th of the average Compensation 

of the 52 best pay periods of the last 260 pay 
periods prior to termination. 

 
9. Accrued Benefit: A monthly annuity benefit equal to a percentage 

of Average Final Compensation times Benefit 
Service payable in accordance with the standard 
form of annuity, starting at the Normal 
Retirement Date as provided below: 

 
  Division 1 – 3.05% 
  Division 2 – 3.15% 
  Division 3 – 3.25% 
  Division 4 – 4.55% for the first 10 years and 

3.35% thereafter. 
 
  For employees who become Members after 

September 30, 2010, the lowest benefit multiplier 
in the EERP shall be equal to the greatest 
multiplier provided to Option C of the General 
Employees Pension Plan (GEPP). 

 
  Division 1 – Same percentage as greatest 

multiplier provided to Option C of the GEPP 
plus six-tenths (0.6). 

  Division 2 – Division 1 percentage plus one-tenth 
(0.10). 

  Division 3 – Division 2 percentage plus one-tenth 
(0.10) 

  Division 4 – Division 3 percentage plus one-tenth 
(0.10) 

 
  A Member’s annual benefit may not exceed the 

lesser of 90% (80% for those who became 
Members after September 30, 2010) of the 
Member’s Average Final Compensation or the 
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maximum adjusted benefit defined in IRC 
Section 415(b). 

 
  Standard Form of Annuity — 
  Division 1 – 25% joint-and-survivor 
  Division 2 – 50% joint-and-survivor 
  Division 3 – 75% joint-and-survivor 
  Division 4 – 100% joint-and-survivor 
 
10. Normal Retirement: Eligibility Date — The earliest of age 55 and 

completion of 10 years of Vesting Service and 
age 65 and completion of 6 years of Vesting 
Service. Special age-65 normal retirement 
eligibility to transition Members who join on 
Effective Date. 

 
  For employees who become Members after 

September 30, 2010, conditions for Normal 
Retirement are age 65 with at least 6 years of 
Vesting Service, or age 58 with at least 10 years 
of Vesting Service. 

 
  Benefit — Accrued Benefit payable as of the 

Normal Retirement Date in the standard form of 
annuity. 

 
11. Early Retirement: Members prior to October 1, 2010: 
 
  Eligibility Date — Age 50 and completion of 10 

years of Vesting Service. Special involuntary 
termination conditions apply to Division 4 
Members. 

 
  Benefit — Accrued Benefit as of the Early 

Retirement Date payable at Normal Retirement 
Date or payable at the Early Retirement Date 
and reduced for Division 1, 2 and 3 Members by 
5/12% and for Division 4 Members 2/12% for 
each month by which commencement of benefit 
precedes Normal Retirement. 

 
  Members after September 30, 2010: 
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  Eligibility Date — For employees who become 
Members after September 30, 2010, conditions 
for Early Retirement are age 53 with 10 years or 
more of Vesting Service. 

 
  Benefit — Same as other except “reduced for 

Division 1, 2 and 3 Members by 5/12% for each 
month by which Benefit Commencement Date 
precedes age 58; and for Division 4 Members by 
1/6% for each month preceding age 58. 

 
12. Disability Benefit: Eligibility — Total and permanent disability; no 

service requirement. 
 
  Benefit — 60% of Average Final Compensation 

as of date of disability payable starting at age 65 
as the standard form of benefit, with Average 
Final Compensation indexed at 2% per year 
from disability to age 65. 

 
13. Death Benefit before 
 Termination: Members prior to October 1, 2010: 
 
  Eligibility — Death while actively employed. 
 
  Benefit —  
 

Age 55 with 6 or More Years of Service —
Accrued Benefit at time of Member’s death 
payable to beneficiary for life as follows: 
 
Division 1 –25% of Accrued Benefit 
Division 2 –50% of Accrued Benefit 
Division 3 –75% of Accrued Benefit 
Division 4 –100% of Accrued Benefit 
 
6 or More Years of Service but Under Age 55 
Division 1 –25% of Accrued Benefit 
Division 2 –50% of Accrued Benefit 
Division 3 –75% of Accrued Benefit 
 
6 or More Years of Service but Under Age 50 
Division 4 –100% of Accrued Benefit 
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If the Member is actively employed but has 
less than 6 years of Vesting Service at date of 
death, the beneficiary shall receive a refund 
of Member Contributions with interest at 
5%. Special eligibility conditions apply for 
Members who join the Plan on the Effective 
Date and die with less than 6 years of 
service. 
 
Members after September 30, 2010: 
 
The above is applicable except the references 
to age 55 shall be age 58 and to age 55 shall 
be age 53 

 
14. Death Benefit after 
 Termination: If the Member terminated employment and is 

not eligible to receive immediate retirement 
benefits at date of death, the beneficiary shall 
receive a refund of Member Contributions with 
interest at 5%. 

 
  If the Member terminated employment and is 

eligible to receive immediate retirement benefits 
but payments have not yet commenced at date of 
death, payments shall be made to the beneficiary 
as if the Member had elected to receive benefits 
commencing on the day before the date of death 
or a refund of Member Contributions with 
interest at 5%, if greater. 

 
  If the Member dies after payment of retirement 

benefits has commenced, death benefits will be 
subject to the terms of the optional benefit form 
elected. 

 
  Special involuntary termination conditions 

apply to Members who joined as of the Effective 
Date. 

 
15. Termination Benefit: A terminating Member with less than 6 years of 

Vesting Service will receive a refund of Member 
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Contributions with interest at 5%. A terminating 
Member with 6 or more years of Vesting Service 
but less than 10 will receive the Accrued Benefit 
as of the termination date payable at age 65; or 
with 10 or more years of Vesting Service and less 
than age 50, payable at age 55. 

 
  Special vesting conditions apply to Members 

who joined on the Effective Date who terminated 
with less than 6 years of service, and special 
normal retirement conditions apply during the 
first 3 years of the Plan to Members who joined 
on the Effective Date and are involuntarily 
terminated under certain conditions. 

 
16. Standard (Unreduced) 
 Form of Payment: Division 1 – 25% joint-and-survivor annuity 
  Division 2 – 50% joint-and-survivor annuity 
  Division 3 – 75% joint-and-survivor annuity 
  Division 4 – 100% joint-and-survivor annuity 
 
17. Optional Forms of Payment: Life annuity; 5-years-certain-and-life; 

100%/75%/50% joint-and-survivor annuity; 
actuarial equivalent to normal form. 

 
18. Cost-of-Living Increase: Eligibility — Members who began participating 

on the Effective Date are eligible irrespective of 
when termination occurs; all other Members are 
eligible if they terminate after becoming eligible 
for immediate early or normal retirement 
benefits. 

 
  Benefit — 2%-per-year increase for Divisions 1, 2 

and 3 and 3%-per-year increase for Division 4 in 
current monthly benefit commencing on 
October 1 following 5 years after retirement (pro 
rata for less than 12 months since the fifth 
anniversary of retirement). 

 
19. Health Supplement: Eligibility — Members who terminate with 10 or 

more years of Benefit Service and are eligible for 
immediate early or normal retirement benefits. 
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  Benefit — $10 per month times Benefit Service 
payable to retirees under standard form of 
annuity, reduced 5% per year if Member had less 
than 25 years of service and retirement is before 
age 55 or age 58, as applicable. Not subject to 
optional forms of annuity; cost-of-living 
adjustments apply in the same percentage at the 
same time as applicable to the regular Plan 
benefit. 

 
  Special eligibility conditions apply to Members 

who joined the Plan on the Effective Date and 
purchased Vesting Service for at least 50% of 
their prior service, and reduction is 5% for 
Divisions 1, 2 and 3 or 2% for Division 4 
Members. 

 
20. DROP: Eligibility — Age 55 (or age 58 for employees 

who become Members after September 30, 2010) 
with 10 or more years of Vesting Service for 
Divisions 1, 2 and 3, and age 50 (or age 53 for 
employees who become Members after 
September 30, 2010) with 10 or more years of 
Vesting Service for Division 4 Members. 

 
  Benefit — Members may elect to retire from the 

Plan while still employed and accumulate 
monthly retirement payments in a separate 
account within the Plan for a period not to 
exceed 60 months. Separation from employment 
must occur within a 36-month period. DROP 
account is credited with fund earnings as elected 
by the Member. 
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CITY OF BOCA RATON 
EXECUTIVE EMPLOYEES’ RETIREMENT PLAN 
 
ACTUARIAL ASSUMPTIONS AND ACTUARIAL COST METHOD SUMMARY 
 
Actuarial Assumptions 
 
1. Investment Return: 7.50% per annum, compounded annually*; net of 

investment expense. 
 
2. Salary Increase Rate: Years of Service Rate* 

 2 and Under 6.0% 
 3 - 4 5.0 
 5 - 6 4.0 
 7 and Over 3.25 

 
  For fiscal year end 2014 the assumed increase 

in salaries is limited to 1%. 
 
3. Mortality Rates: RP-2000 Combined Healthy Mortality Table-

Dynamic with projection to valuation year 
                             Probability of Death 
                               Within One Year 
                       After Attaining Age Shown  
  Age Male    Female 
  25 0.03% 0.02% 
  35 0.07 0.04 
  45 0.13 0.09 
  55 0.28 0.24 
  65 1.05 0.90 
 
4. Disability Mortality Rates:  Probability of Death 
    Within One Year 
    After Attaining Age Shown 
   Age Male    Female 
   25 0.17% 0.09% 
   35 0.37 0.21 
   45 0.66 0.48 
   55 1.50 1.25 
   65 5.53 4.62 
 
*Includes underlying long-term rate of inflation of 3% per annum. 
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5. Termination Rates: 
Probability of Terminating Service 

(for reasons other than death, disability 
or retirement) Within One Year 

After Attaining Age and Service Shown 
 

Males & Females 
 Years of Service 
Age 0 - 1 2 3 4 5+ 
Under 25 15.0% 10.0% 8.0% 7.0% 7.0% 
30 15.0 10.0 8.0 7.0 5.5 
35 15.0 10.0 8.0 7.0 4.3 
40 15.0 10.0 8.0 7.0 3.0 
45 15.0 10.0 8.0 7.0 2.3 
50 and Over 15.0 10.0 8.0 7.0 1.5 

 
6. Retirement Rates:  Probability of Retiring 
    Within One Year 

  After Attaining Age and Vesting Service Shown 
 

 Years of Service 
Age 0 - 9 10 - 19 20 
50 - 54 0.0% 2.5% 10.0% 
55 - 61 0.0 10.0 25.0 
62 - 64 0.0 25.0 50.0 
65 - 69 0.0 50.0 50.0 
70 & Over 100.0 100.0 100.0 

 
7. Disability Rates:  Probability of Disability 
    Within One Year 
   Age After Attaining Age Shown 
   25 0.06% 
   35 0.06 
   45 0.16 
   55 0.60 
   65 1.00 
 
8. Actuarial Value of Assets: Determined by adjusting the expected value of 

assets as of any valuation date by a portion of 
the cumulative differences of the market value 
of assets and the expected actuarial value of 
assets starting prospectively from October 1, 
2003. (As of October 1, 2003, expected value 
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was set equal to market value.) Each difference 
is fully recognized over a period not to exceed 
five years. The expected actuarial value of 
assets as of any valuation date is determined 
by applying actual Plan contributions and 
disbursements and the assumed investment 
yield to the previous year's expected actuarial 
value of assets adjusted for any fully 
recognized cumulative differences. The 
adjustment is further modified, if necessary, by 
an amount sufficient to ensure that the 
actuarial value of assets is not less than 80% 
nor more than 120% of market value. 

 
9. Marital Status and 
 Spouse's Age: 85% of members assumed to be married; male 

spouses assumed three years older than female 
members, and female spouses assumed three 
years younger than male members. 

 
10. Growth Rate of Future 
 Membership Payroll: 3.5% per year. 
 
11. Underlying Long-term  
 Inflation Rate: 3.0% per year. 

 
Actuarial Cost Method 

To determine the Plan's contribution requirements, the Individual Entry Age Actuarial 

Cost Method was used. Under this method, the cost of each member’s projected 

retirement benefit is funded through a series of annual payments, determined as a level 

percentage of each year's earnings from age at hire to assumed exit age. This level 

percentage, known as normal cost, is thus computed as though the Plan had always 

been in effect. A yearly normal cost for each member is individually determined by 

multiplying each member’s level percentage by the applicable yearly earnings, then 

adding together to obtain the normal cost amount for the Plan for that year. The 

accrued value of normal cost payments due prior to the valuation date is termed the 

actuarial accrued liability (AAL). This amount minus the actuarial value of assets is 
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known as the unfunded actuarial accrued liability (UAAL). The annual cost of a plan 

has two components:  normal cost and an amortization payment, which may vary 

between prescribed limits, toward the UAAL. 

 

It is intended that the UAAL bases established due to increases or decreases in liabilities 

attributable to changes in plan provisions and/or actuarial assumptions be amortized 

over 30 years from inception through monthly contributions expressed as a level 

percentage of each month’s payroll, incorporating an assumption that future payroll 

will grow at the rate of 3.5% per year. Increases or decreases in liabilities due to 

experience gains will be amortized over 15 years from inception. 

 

The cost method uses the effective date of the Plan as the entry age for all members who 

joined as of the effective date. To the extent that past service is purchased, the increase 

in actuarial present values (APVs) is allocated entirely to the AAL and the entry age 

projected is unchanged. Future employee entry age will also be set at the date of Plan 

entry and will not change if past service is purchased. Members who transfer as active 

members from the general employees’ plan will inherit the entry age associated with 

asset liability transfers to this Plan, if any. 

 

Miscellaneous Valuation Procedures 
1. Projected retirement benefits were limited to IRC Section 415 benefit limits 

applicable to the current plan year (for 2014, $210,000), payable as a life annuity, 

beginning at or after age 62, reduced as applicable for earlier benefit 

commencement with assumed increases equal to the assumed long-term rate of 

inflation. 

 

2. Projected earnings were limited to IRC Section 401(a)(17) compensation limits 

applicable to the current plan year (for 2014, $260,000) with assumed increases 

equal to the assumed long-term rate of inflation. 
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3. Annual covered payroll is the amount of total pensionable earnings paid during 

the prior fiscal year for employees who are currently active members in the Plan. 

Valuation payroll is payroll expected to be paid during the current fiscal year, 

determined  using prior-year covered payroll and the salary increase assumption 

by individual member. 

 

4. Member information is current as of October 1, 2014. 

 

5. No liability was recognized in the valuation for nonvested employees who have 

terminated, whether or not a break in service has occurred as of the valuation 

date, since any potential liability for this group is not significant. Note that upon 

rehire, any applicable prior employment service credits will be fully recognized 

in the valuation. 

 

6. The effect of member contributions on the funding of normal cost requirements 

has been recognized through subtracting the member contribution rate from the 

total Plan normal cost rate to determine the net City portion. 
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