
 

 
IF YOU WISH TO ADDRESS THE CITY COUNCIL, 

PLEASE COMPLETE FORM LOCATED ON DESK AT ENTRANCE AND PASS TO MAYOR. 

 
AGENDA – CITY COUNCIL MEETING 

April 23, 2013 
6:30 p.m. 

 
 

1. CALL TO ORDER. 
 
2. PLEDGE OF ALLEGIANCE – Invocation by Michelle Woods, 1st Ward City  
  Councilmember. 
 
3. ROLL CALL. 

 
4. ADOPTION OF AGENDA. 
 
5. PRESENTATIONS/PROCLAMATIONS. 
 
6. CITIZEN COMMENTS – AGENDA ITEMS (3-Minute Limit). 
 
7. CONSENT CALENDAR. 
 

A. Minutes of the Regular Meeting on April 9, 2013: 
Approve the minutes of the regular City Council meeting of April 9, 2013. 
 

B. Jackson National Day of Prayer Observance: 
Approve the request from New Covenant Living Church to conduct their 
annual Jackson National Day of Prayer Observance at Bucky Harris Park 
on Thursday, May 2, 2013, from 9:00 a.m. – 3:00 p.m. (Recommended 
approval has been received from Police, Fire, Engineering, Public Works, 
and Recreation Departments, and the Downtown Development Authority.  
Proper insurance has been received). 
 

C. Family Service & Children’s Aid Run for Fun 5K: 
Approve the request from Family Service and Children’s Aid to conduct 
their annual Run for Fun 5K throughout downtown Jackson on Saturday, 
May 4, 2013, from 7:00 a.m. – 11:00 a.m. (Recommended approval has 
been received from Police, Fire, Engineering, Public Works, and 
Recreation Departments, and the Downtown Development Authority.  
Proper insurance has been received). 
 
 



D. Spring DDA Day and Merchants Artists Walking Tour: 
Approve the request from Jackson Downtown Development Authority to 
conduct their annual Spring DDA Day and Merchants Artists Walking 
Tour at Bucky Harris Park and throughout the downtown district on 
Saturday, May 11, 2013, from 10:30 a.m. – 2:30 p.m., (Recommended 
approval has been received from Police, Fire, Engineering, Public Works, 
and Recreation Departments, and the Downtown Development Authority.  
Proper insurance has been received). 
 

E. AP 5000 5K Run/Walk: 
Approve the request from Advance Packaging Corporation to conduct 
their annual AP 5000 5K Run/Walk at 2400 E. High Street and 
surrounding neighborhood streets on Friday, May 17, 2013, from 5:00 p.m. 
– 8:30 p.m. (Recommended approval has been received from Police, Fire, 
Engineering, Public Works, and Recreation Departments, and the 
Downtown Development Authority.  Proper insurance has been received). 
 

F. Cascades Summer Kickoff Celebration: 
Approve the request from the Jackson County Parks Department to 
conduct their annual Cascades Summer Kickoff Celebration in Cascades 
Park on Saturday, May 25, 2013, from 9:00 a.m. – 11:00 p.m. 
(Recommended approval has been received from Police, Fire, 
Engineering, Public Works, and Recreation Departments, and the 
Downtown Development Authority.  Proper insurance has been received). 
 

G. City License Approvals for Year Ending April 30, 2014: 
Approval of City license renewals for the year ending April 30, 2014, in 
accordance with the recommendation of the City Clerk. 
 

H. CDBG and HOME Financial Summaries: 
Receive the Community Development Block Grant (CDBG) and HOME 
Financial Summaries through March 31, 2013. 
 

*I. Jackson Housing Commission Appointments: 
Approve the Mayor’s recommendation to appoint Michelle Orthaus to the 
Jackson Housing Commission replacing Patrick Burtch, beginning May 1, 
2013, and ending October 30, 2017, and James M. Stark replacing 
Councilmember Derek Dobies, beginning May 1, 2013, and ending 
October 31, 2014. 
 

8. PUBLIC HEARINGS. 
  

A. Public Hearing of Necessity - Blackstone Street Repaving: 
Public hearing of necessity for street construction on Blackstone Street 
from Washington Avenue to Glick Highway. 
1. Approve a resolution ordering the construction and preparation of 

the special assessment roll. 
 



B. Public Hearing of Necessity - Francis Street Reconstruction: 
Public hearing of necessity for street construction on Francis Street from 
Mason Street to Washington Avenue. 

 
1. Approve a resolution ordering the construction and preparation of 

the special assessment roll. 
  
9. OTHER BUSINESS. 
  

A. Second Reading and Final Adoption of Ordinance No. 2013.07: 
Final adoption of Ordinance No. 2013.07, amending Chapter 28, City 
Code, by amending Section 28-105 (landscape standards). 
 

B. Second Reading and Final Adoption of Ordinance No. 2013.08: 
Final adoption of Ordinance No. 2013.08, amending Chapter 28, City 
Code, by amending Section 28-165 (performance guarantees and 
improvements). 
 

C. Second Reading and Final Adoption of Ordinance No. 2013.09: 
Final adoption of Ordinance No. 2013.09, amending Chapter 28, City 
Code, to make minor revisions to Sec. 28-115, which deals with building 
design standards.  
  

D. Second Reading and Final Adoption of Ordinance No. 2013.10: 
Final adoption of Ordinance No. 2013.10, amending Chapter 28, City 
Code, by adding Sec. 28-109, lighting standards, and amending Sec. 28-5, 
definitions, to accommodate new criteria. 
 

10. NEW BUSINESS.   
 
A.  Resolutions Establishing Public Hearings on Special Assessment Rolls: 

Approve resolutions establishing May 28, 2013, at the City Council 
meeting as the time and place to hold public hearings on the following 
Special Assessment Rolls, and directing the City Assessor to prepare the 
rolls, in accordance with the recommendation of the City Clerk: 
 
1. Special Assessment Roll No. 4224 – Delinquent Miscellaneous 

General Fund Accounts Receivable; 
2. Special Assessment Roll No. 4225 – Delinquent Miscellaneous 

Building Department Fund Accounts Receivable; 
3. Special Assessment Roll No. 4226 – Delinquent Miscellaneous 

Housing Code Enforcement Fund Accounts Receivable; 
4. Special Assessment Roll No. 4227 – Delinquent Miscellaneous 

Building Demolition Fund Accounts Receivable; 
5. Special Assessment Roll No. 4228 – Delinquent Miscellaneous 

CDBG Fund Accounts Receivable; 
6. Special Assessment Roll No. 4229 – Delinquent Miscellaneous 

Wastewater Fund Accounts Receivable, and 



7. Special Assessment Roll No. 4230 – Delinquent Miscellaneous 
Public Works Fund Accounts Receivable. 
 

B.  Resolution – MDOT Contract for Fourth Street Reconstruction: 
Approval of a resolution to enter into a contract with the Michigan 
Department of Transportation (MDOT) for reconstruction work along 
Fourth Street from Audubon Avenue to Griswold Street, and 
authorization for the Mayor and City Treasurer/Clerk to execute the 
appropriate contract documents. 
  

C.  Final Allocation of CDBG & HOME Funds for FY 2013-2014: 
Approve final funding allocations for the 2013-2014 Community 
Development Block Grant (CDBG) and HOME Investment Partnerships 
Program (HOME) grants as determined by City Council with 
contingencies, and receive and respond to any oral or written 
communication regarding the One Year Action Plan. 
 

D.  Fire Department Air Conditioning System Bids: 
Reject all bids received on April 9, 2013, for the purchase of refurbishing 
the existing air conditioning system or replacement of the air conditioning 
system with a new 25-ton system for the Fire Department, and 
authorization for the Purchasing Department to re-issue specifications and 
bid packets for the acceptance of new cost proposals. 
 

E.  Pension System Funding Letters: 
Approve the actuarial valuations as of June 30, 2012, communication from 
the Boards of Trustees of the City of Jackson Employees Retirement 
System, Act 345 Retirement System, and the City of Jackson Policemen’s 
and Firemen’s Pension System, and certification of funding necessary for 
Fiscal Year 2013-2014. 

  
*F. Resolution for ALDI Bus Route: 
 Approve a resolution reallocating $7,000.00 in Community Development 
 Block Grant (CDBG) excess program income to the new CDBG activity for 
 Transportation Services. 
 

11.  CITIZEN COMMENTS – NON-AGENDA ITEMS (3-Minute Limit). 
 
12. CITY COUNCILMEMBERS’ COMMENTS. 
 
13. MANAGER’S COMMENTS.  
 
14. ADJOURNMENT.     
 
*Items added to the Agenda. 





















 
Jackson Downtown Development Authority 

 
 
April 16, 2013 

 
MEMO TO: Honorable Mayor and City Council Members 
 
FROM: Jonathan Greene, Executive Director  
 
SUBJECT: Special Event Application: Jackson National Day of Prayer Observance  
 
RECOMMENDATION: Approval of the request from New Covenant Living Church to conduct 
their annual Jackson National Day of Prayer Observance at Bucky Harris Park on Thursday, May 
2, 2013 from 9:00 a.m. - 3:00 p.m. Insurance approval has been granted by the City Attorney.  
 
DEPARTMENTAL APPROVAL SUMMARY 
Approvals noted below by each department indicate they have been made aware of the request and the 
capacity of their department has been met. Conditions of their approval and special considerations are 
noted.  
                    Department         Approval    Denial     Economic Impact    

Police 
 

x  $0 

Fire 
 

x  $0 

Engineering 
 

x  $0 
 

Public Works 
 

x  $0 

Recreation 
 

x  $0 

DDA 
 

x  $0 

                 $0     
Conditions and Considerations: none 
 
Insurance Status:  Approved 
 
att: Special Event Application: Jackson National Day of Prayer Observance 
   
JG/RR  







 
Jackson Downtown Development Authority 

 
 
April 11, 2013 

 
MEMO TO: Honorable Mayor and City Council Members 
 
FROM: Jonathan Greene, Executive Director  
 
SUBJECT: Special Event Application: Family Service & Children’s Aid Run for Fun 5K  
 
RECOMMENDATION: Approval of the request from Family Service and Children’s Aid to 
conduct their annual Run for Fun 5K throughout downtown Jackson on Saturday, May 4, 2013 
from 7:00 a.m. – 11:00 a.m. Insurance approval has been granted by the City Attorney.  
 
DEPARTMENTAL APPROVAL SUMMARY 
Approvals noted below by each department indicate they have been made aware of the request and the 
capacity of their department has been met. Conditions of their approval and special considerations are 
noted.  
                    Department         Approval    Denial     Economic Impact    

Police 
 

x  $300 

Fire 
 

x  $0 

Engineering 
 

x  $0 
 

Public Works 
 

x  $550 

Recreation 
 

x  $0 

DDA 
 

x  $0 

                 $ 850    
Conditions and Considerations: 

• Any markings on pavement/sidewalk will need to be done in temporary marker, i.e. chalk 
 

Insurance Status:  Approved 
 
att: Special Event Application: Family Service and Children’s Aid Run for Fun 5K 
 Run Route Map 
  
JG/RR  









 
Jackson Downtown Development Authority 

 
 
April 17, 2013 

 
MEMO TO: Honorable Mayor and City Council Members 
 
FROM: Jonathan Greene, Executive Director  
 
SUBJECT: Special Event Application: Spring DDA Day and Merchants Artists Walking Tour  
 
RECOMMENDATION: Approval of the request from Jackson Downtown Development Authority 
to conduct their annual Spring DDA Day and Merchants Artists Walking Tour at Bucky Harris 
Park and throughout the downtown district on Saturday, May 11, 2013 from 10:30 a.m. – 2:30 p.m. 
This event is covered under the City of Jackson insurance policy.  
 
DEPARTMENTAL APPROVAL SUMMARY 
Approvals noted below by each department indicate they have been made aware of the request and the 
capacity of their department has been met. Conditions of their approval and special considerations are 
noted.  
                    Department         Approval    Denial     Economic Impact    

Police 
 

x  $0 

Fire 
 

x  $0 

Engineering 
 

x  $0 
 

Public Works 
 

x  $0 

Recreation 
 

x  $0 

DDA 
 

x  $0 

                 $0     
Conditions and Considerations: none 
 
Insurance Status:  Approved 
 
att: Special Event Application: Spring DDA Day and Merchants Artists Walking Tour 
   
JG/RR  







 
Jackson Downtown Development Authority 

 
 
April 16, 2013 

 
MEMO TO: Honorable Mayor and City Council Members 
 
FROM: Jonathan Greene, Executive Director  
 
SUBJECT: Special Event Application: AP 5000 5K Run/Walk  
 
RECOMMENDATION: Approval of the request from Advance Packaging Corporation to conduct 
their annual AP 5000 5K Run/Walk at 2400 E. High Street and surrounding neighborhood streets 
on Friday, May 17, 2013 from 5:00 p.m. – 8:30 p.m. Insurance approval has been granted by the 
City Attorney.  
 
DEPARTMENTAL APPROVAL SUMMARY 
Approvals noted below by each department indicate they have been made aware of the request and the 
capacity of their department has been met. Conditions of their approval and special considerations are 
noted.  
                    Department         Approval    Denial     Economic Impact    

Police 
 

x  $170 

Fire 
 

x  $0 

Engineering 
 

x  $0 
 

Public Works 
 

x  $250 

Recreation 
 

x  $0 

DDA 
 

x  $0 

                 $420 
     
Conditions and Considerations: 

• Any markings on pavement/sidewalk shall be temporary (i.e. chalk) in nature and shall only be in 
white 

 
Insurance Status:  Approved 
 
att: Special Event Application: AP 5000 5K Run/Walk 
 Run Route Map 
 
JG/RR  









  
Jackson Downtown Development Authority 

 
 
April 17, 2013 

 
MEMO TO: Honorable Mayor and City Council Members 
 
FROM: Jonathan Greene, Executive Director  
 
SUBJECT: Special Event Application: Cascades Summer Kickoff Celebration  
 
RECOMMENDATION: Approval of the request from the Jackson County Parks Department to 
conduct their annual Cascades Summer Kickoff Celebration in Cascades Park on Saturday, May 
25, 2013 from 9:00 a.m. – 11:00 p.m. Insurance approval has been granted by the City Attorney.  
 
DEPARTMENTAL APPROVAL SUMMARY 
Approvals noted below by each department indicate they have been made aware of the request and the 
capacity of their department has been met. Conditions of their approval and special considerations are 
noted.  
                    Department         Approval    Denial     Economic Impact    

Police 
 

x  $1400 

Fire 
 

x  $200 

Engineering 
 

x  $0 
 

Public Works 
 

x  $670 

Recreation 
 

x  $0 

DDA 
 

x  $0 

                 $ 2,270   
Conditions and Considerations: none 
 
Insurance Status:  Approved 
 
att: Special Event Application: Cascades Summer Kickoff Celebration 
   
JG/RR  











Neighborhood & Economic Operations 
Building a Stronger Jackson 

 
161 W. Michigan Avenue • Jackson, MI 49201-1303• Facsimile (517) 780-4781 

Building Inspection 
(517) 788-4012 

Code Enforcement 
(517) 788-4060 

Engineering 
(517) 788-4160 

Planning & Economic Development 
(517) 768-6433 

 
CITY COUNCIL MEETING 

April 23, 2013 
 

 
TO: Honorable Mayor and City Councilmembers 
 
FROM: Patrick H. Burtch, City Manager 
 
SUBJECT: CDBG and HOME Financial Summaries through March 31, 2013 
               
 
RECOMMENDATION 
 
To accept and place on file the CDBG and HOME Financial Summaries through March 31, 2013. 
 
Attached please find the Financial Summaries for the CDBG and HOME funds for the nine months ended 
March 31, 2013. 
 
 
 
Cc: Heather Soat, Accounting Manager 
 Michelle Pultz-Orthaus, Records Management Coordinator 
 



Page 1 of 2

Total Funds
Expended Actual Actual Expended- Percent

Budgeted Prior Year Month-to-Date Year-to-Date to-Date Balance Spent

Public Services

1 AWARE (FY 2011/2012) 5,500                           4,580 -                 920                5,500             -                 100.0%

2 King Center Summer Program 40,000                                -   -                 34,591           34,591           5,409             86.5%

3 Salvation Army - Heating Assistance (FY 2011/2012) 55,954                       48,354 -                 7,600             55,954           -                 100.0%

Administration

4 Administration & Planning

FY 2011/2012 205,000                  106,871 15,761           92,834           199,705         5,295             97.4%

FY 2012/2013 215,000                              -   -                 -                 -                 215,000         0.0%

Code Enforcement

5 City Code Enforcement Division

FY 2011/2012 485,000                  370,196 -                 114,804         485,000         -                 100.0%

FY 2012/2013 535,000                              -   27,446           212,080         212,080         322,920         39.6%

6 City Attorney Office

FY 2011/2012 29,000                       22,663 -                 6,337             29,000           -                 100.0%

FY 2012/2013 52,000                                -   3,977             12,022           12,022           39,978           23.1%

Housing Rehabilitation Projects

7 City Emergency Hazard Repair Program

FY 2010/2011 125,000                  112,395 -                 12,605           125,000         -                 100.0%

FY 2011/2012 54,900                                -   -                 54,900           54,900           -                 100.0%

FY 2012/2013 104,000                              -   -                 25,578           25,578           78,422           24.6%

8 World Changers

FY 2010/2011 40,585                       33,383 -                 7,202             40,585           -                 100.0%

FY 2011/2012 40,000                                -   -                 2,305             2,305             37,695           * 5.8%

FY 2012/2013 40,000                                -   -                 -                 -                 40,000           * 0.0%

9 City Rehab Administration (Denied Loans)

FY 2009/2010 1,000                              403 -                 (100)               303                697                * 30.3%

FY 2010/2011 1,000                              348 29                   (275)               73                   927                7.3%

FY 2012/2013 1,000                                  -   (408)               519                519                481                51.9%

10 John George Home - building repairs

City of Jackson
Community Development Block Grant

Monthly Financial Summary
For the Nine Months Ended March 31, 2013
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Total Funds
Expended Actual Actual Expended- Percent

Budgeted Prior Year Month-to-Date Year-to-Date to-Date Balance Spent

FY 2010/2011 10,000                         9,660 -                 340                10,000           -                 100.0%

FY 2011/2012 12,500                                -   -                 12,500           12,500           -                 100.0%

Street Projects

11 Mason - Jackson to Francis (FY 2009/2010) 141,910                  139,763 -                 2,147             141,910         -                 100.0%

12 Special Assessments (FY 2009/2010) 22,718                         3,096 -                 -                 3,096             19,622           * 13.6%

13 Wilkins - Jackson to Williams (FY 2010/2011) 103,000                     93,599 -                 -                 93,599           9,401             * 90.9%

14 Wilkins - Williams to Mechanic (FY 2010/2011) 106,000                              -   -                 -                 -                 106,000         * 0.0%

15 Special Assessments (FY 2010/2011) 10,000                                -   -                 -                 -                 10,000           * 0.0%

16 Biddle -  Jackson to Williams (FY 2011/2012) 53,000                         5,750 (5,750)            (5,750)            -                 53,000           * 0.0%

17 Forest - Bend to Edgewood (FY 2011/2012) 106,000                       6,307 -                 56,047           62,354           43,646           58.8%

18 Homewild - Ellery to Edgewood (FY 2011/2012) 119,000                       7,546 -                 75,117           82,663           36,337           69.5%

19 Special Assessments (FY 2011/2012) 25,000                                -   -                 -                 -                 25,000           0.0%

Other Projects

20 Sidewalk Replacement 5,000                                  -   -                 -                 -                 5,000             0.0%

21 Public Works - curb ramps

FY 2011/2012 10,000                         1,714 -                 -                 1,714             8,286             17.1%

FY 2012/2013 10,000                                -   -                 -                 -                 10,000           0.0%

Economic Development

22 Job Creation Loans (FY 2010/2011) 50,000                                -   -                 -                 -                 50,000           * 0.0%

Public Improvements

23 Demolition Engineering - 212 W Mich (FY 2010/2011) 38,000                                -   -                 -                 -                 38,000           * 0.0%

24 Demolition - Neighborhood Economic Stabilization 494,924                              -   -                 303,585         303,585         191,339         61.3%

NOTE:  All funds are FY 2012/2013 allocations unless otherwise indicated

* Funds identified for future reallocation

S:\Finance\Reports\2012-2013\CDBG Financial Summary\[2012-2013.xls]CDBG



Total Funds
Expended Actual Actual Expended- Percent

Budgeted Prior Year Month-to-Date Year-to-Date to-Date Balance Spent

1 Rehabilitation Assistance Program

FY 2011/2012 144,017                     94,865 -                 49,152           144,017         -                 100.0%

FY 2012/2013 184,391                              -   29,887           61,628           61,628           122,763         33.4%

2 HOME Administration

FY 2011/2012 32,189                                -   -                 32,189           32,189           -                 100.0%

FY 2012/2013 25,500                                -   -                 -                 -                 25,500           0.0%

3 JAHC - Downpayment Assistance

FY 2010/2011 40,000                       20,365 6,000             11,928           32,293           7,707             80.7%

4 JAHC - CHDO Operating Expenses

FY 2009/2010 7,328                           6,901 -                 427                7,328             -                 100.0%

FY 2010/2011 8,272                                  -   -                 -                 -                 8,272             0.0%

5 CAA - CHDO Operting Expenses

FY 2011/2012 16,000                                -   -                 -                 -                 16,000           0.0%

FY 2012/2013 12,500                                -   -                 -                 -                 12,500           0.0%

6 JAHC - CHDO Acquisition/Rehab/Resale

FY 2010/2011 107,400         73,146           -                 34,254           107,400         -                 100.0%

7 CAA - CHDO Acq/Rehab/Resale (FY 2011/2012)

FY 2011/2012 53,250           -                 -                 -                 -                 53,250           0.0%

FY 2012/2013 40,000           -                 -                 -                 -                 40,000           0.0%

8 JAHC - Administration (FY 2010/2011) 6,000                           5,652 -                 348                6,000             -                 100.0%

9 Habitat for Humanity (FY 2011/2012) 75,000                       13,706 -                 61,294           75,000           -                 100.0%

10 City - Acq/Rehab/Resale (FY 2011/2012) 240,000                  119,420 (3,453)            59,068           178,488         61,512           74.4%

City of Jackson
HOME

Monthly Financial Summary
For the Nine Months Ended March 31, 2013
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CITY COUNCIL MEETING 

April 23, 2013 
 
TO: Honorable Mayor and City Councilmembers 
 
FROM: Patrick H. Burtch, City Manager 

 Jon H. Dowling, P.E., City Engineer 
 
SUBJECT: Resolution for Approval of Contract with MDOT for Fourth St. – Audubon to Griswold 
               
 
RECOMMENDATION:  Approval of the resolution to enter into a contract with the Michigan Department 
of Transportation (MDOT) for reconstruction work along Fourth Street from Audubon Avenue to 
Griswold Street, and authorization for the Mayor and City Treasurer/Clerk to execute the appropriate 
contract documents. 
 
Attached is a resolution to enter into a contract with the Michigan Department of Transportation for reconstruction 
on Fourth Street from Audubon to Griswold.  This project includes reconstruction work along Fourth Street 
including hot mix asphalt paving, concrete curb and gutter, concrete sidewalk, sidewalk ramp and pavement 
marking work.   
 
The total construction cost of this project is estimated at $807,800.00.  Federal funding will cover 81.85% of the 
cost for the street portion of the project.  The City portion of the project will be paid from Water Funds and Special 
Assessments.  The breakdown is as follows: 

 
Street Construction Federal Funding: $488,100.00 
Water Funds $211,500.00 
Assessments: $81,600.00 
Major Street Funds $26,600.00 
Total: $807,800.00 

 
We are requesting the attached resolution to enter into the contract with the Michigan Department of 
Transportation be approved by the City Council, and the Mayor and City Treasurer/Clerk be authorized to sign the 
appropriate contract documents. 
 
Please do not hesitate to contact us if you should have any questions. 
 
JHD:sms 
  
c Andrew J. Wrozek, Jr., City Treasurer/Clerk 
 Troy R. White, P.E., Senior Civil Engineer 
 Lucinda Schultz, Accounting Manager 
 
 
 
T:\2013 projects\Fourth St - Audubon to Greenwood\2_DESIGN AND PRECON\Request to approve MDOT contract Fourth-Audubon to Griswold.doc 



RESOLUTION 
 
BY CITY COUNCIL: 
 
 WHEREAS, Fourth Street between Audubon Avenue and Griswold Street is in need of 
improvements; and  
 
 WHEREAS, the City has received Federal Funding for 81.85% for the road portion of 
this project; and 
 
 WHEREAS, the cost-participation agreement and contract for this project has been 
prepared by the Michigan Department of Transportation and forwarded to the City of Jackson for 
approval; and 
 
 WHEREAS, the estimate for the construction work is $807,800.00 with the Federal share 
being $488,100.00 and the City share being $319,700.00. 
 
 NOW, THEREFORE, BE IT RESOLVED that the City Council does approve the 
construction on Fourth Street between Audubon Avenue and Griswold Street; and 
 
 BE IT FURTHER RESOLVED that the City Council does approve entering into the 
contract with the Michigan Department of Transportation for the pavement improvements and 
sidewalk ramp upgrades; and 
 
 BE IT FURTHER RESOLVED that the City Council does authorize the Mayor and the 
City Treasurer/Clerk to sign the contract documents on behalf of the City. 
 

* * * * 
 
State of Michigan ) 
County of Jackson )ss 
City of Jackson ) 
 
I, Andrew J. Wrozek, Jr., City Treasurer/Clerk in and for the City of Jackson, County and State 
aforesaid, do hereby certify that the foregoing is a true and complete copy of a resolution 
adopted by the Jackson City Council on the 23rd day of April, 2013. 
 

IN WITNESS WHEREOF, I have hereto 
affixed my signature and the Seal of the City 
of Jackson, Michigan, on this 24th day of 
April, 2013. 
 
 
 
Andrew J. Wrozek, Jr., City Treasurer/Clerk 
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CITY COUNCIL MEETING 

April 23, 2013 
 
TO: Honorable Mayor Griffin and City Councilmembers 
 
FROM: Patrick Burtch, City Manager 
 
SUBJECT: Final Allocation of Community Development Block Grant (CDBG) and HOME 

Investment Partnerships Program (HOME) Funds for Fiscal Year 2013-2014 
               
 
RECOMMENDATION 
 
Approve final funding allocations for the 2013-2014 CDBG and HOME grants as determined 
by City Council with contingencies, and receive and respond to any oral or written 
communication regarding the One Year Action Plan. 
 
On February 19, 2013, City Council made preliminary allocations for CDBG and HOME funds, 
based on an estimate of funding to be received for Program Year 2013. The funding level estimates 
were determined by the Department’s Accounting Manager in December 2012 based on a 5% 
reduction of the City’s CDBG and HOME funds received for Program Year 2012. While CDBG and 
HOME formula allocations have not yet been published, on March 26, 2013, President Obama signed 
into law the final Fiscal Year 2013 funding legislation (HR 933) for all federal agencies. The 
legislation funds most of the federal government at Fiscal Year 2012 levels; however, communication 
received from HUD was for entitlement communities to anticipate a 5% reduction in funding. 
Attached is a summary of the allocation processes to date. 
 
In 2010, the City did not receive notification of its annual CDBG and HOME allocations until mid-
May. At that time, discussions with HUD representatives revealed that no activities could be added 
or deleted after preliminary allocations were made by City Council without triggering a substantial 
change as it directly affects the annual Action Plan, which was released in March for public review 
and comment. However, no substantial change would be triggered should the City receive 10% or 
more (or less) in actual funding allocations over what was estimated as long as only projects 
considered during the preliminary allocation process receive changes to their funding. Should the 
Fiscal Year 2013 formula allocation to the City be made available before the April 23, 2013 City 
Council meeting, an update regarding actual funding levels will be provided.  
 
April 23, 2013 also marks the end of the 30-day public comment period for the draft Annual Action 
Plan.  City Council should receive and respond to any oral or written comments made relative to the 
Plan. All comments and responses will be incorporated into the final Action Plan before Council’s 
May 7, 2013 regular meeting. 



Funding 

Request

City Admin. 

Recommendation

Prelim. 

Allocation    
2/19/13 City Council 

Final Allocation 
4/23/13 City Council 

Public Services

1 King Center Summer Youth Program 45,500 45,500 45,500
Public Services Subtotal $45,500 $45,500 $45,500

Public Services canNOT exceed $174,833

Administration and Planning

2 Community Development  $46,700 $46,700 $46,700
Administration and Planning Subtotal $46,700 $46,700 $46,700 $0

Other Projects

3 Neighborhood & Economic Stabilization - Code Enforcement $422,000 422,000 422,000
4 Neighborhood & Economic Stabilization - NES Demolition 155,000 155,000 155,000
5 Neighborhood & Economic Stabilization - Residential Rehab 401,000 401,000 401,000
6 Neighborhood & Economic Stabililzation - Historic Preservation 20,354 20,354
7 City Attorney's Office - Code Enforcement 65,000 20,000 20,000
8 DPW - Tree Planting 15,000 15,000 15,000
9 DPW - Curb Ramps 40,000 40,000 40,000

Other Projects Subtotal $1,098,000 $1,073,354 $1,073,354 $0

Total Requested/Recommended $1,190,200 $1,165,554 $1,165,554 $0

Total Funding Available $1,165,554 $1,165,554 $1,165,554

(estimate) (estimate) (estimate) (actual)

Applicants

Estimated allocation $1,090,554 + $75,000 program income = $1,165,554

Funding Proposal Recommendations

2013-2014 Community Development Block Grant

Page 1 of 1



Applicants

Recommended 

Funding

Prelim. 

Allocation            
2/19/13 City 

Council 

Final 

Allocation                   
4/23/13 City 

Council 

General Projects
1 Neighborhood & Economic Stabilization - Acquisition/ 

Development/Resale
$176,619 $176,619

General Projects Subtotal: $176,619

Administration
1

2 Neighborhood & Economic Stabilization - Administration $25,400 $25,400
Administration Subtotal: $25,400

CHDO Reserve
2

3 CAA - Acquisition/Rehab/Resale $40,000 $40,000

CHDO Reserve Subtotal: $40,000

CHDO Operating Expenses
3

4 CAA - CHDO Operating $12,500 $12,500
CHDO Operating Expenses Subtotal: $12,500

Total Requested/Recommended: $254,519 $254,519 $0

Total Budget: $254,519 $254,519

(estimate) (estimate) (actual)

Restrictions

2013-2014 HOME Allocation Table

3CHDO Operating Expenses (optional) - no more than 5% ($12,725)

1Admin  - no more than 10% ($25,451)
2CHDO Reserve (mandatory) at least 15% ($38,178)





 
                         Finance Department 

 
      161 W. Michigan Avenue  -  Jackson, MI  49201 

Telephone: (517) 788-4030 — Facsimile: (517) 768-5857 
 
 

CITY COUNCIL MEETING 
April 23, 2013 

 
TO: Honorable Mayor and City Councilmembers 
 
FROM: Philip J. Hones, Finance Director 
 
SUBJECT: Consideration and Approval of Pension System Funding Letters 
          ___________ 
 
RECOMMENDATION: Consideration and approval of the actuarial valuations as of June 30, 
2012, communication from the Boards of Trustees of the City of Jackson Employees Retirement 
System, Act 345 Retirement System, and the City of Jackson Policemen’s and Firemen’s Pension 
System, and certification of funding necessary for fiscal year 2013-2014.  
 
Attached are the following items for the City Council’s receipt, consideration and approval: 
 

1. Letter of Funding requested for the City of Jackson Employees Retirement System for FY2013-
2014, and a copy of the latest Actuary Report. 

 
2. Letter of Funding requested for the City of Jackson’s Policemen's and Firemen's Pension System 

for FY2013-2014, and a copy of the latest Actuary Report. 
 
3. Letter of Funding requested for the City of Jackson Act 345 Retirement System for FY2013-2014, 

and a copy of the latest Actuary Report. 
 
Copies of the Actuary Reports will also be available for review in the City Clerk’s Office, and will be 
available in the Reference area of the Jackson District Library downtown branch for a period of six months.   
 
Requested action is to receive the actuarial reports, and approve the letters of funding necessary for fiscal 
year 2013-2014. 
 
If you have any questions, please contact me at 768-6384. 
 
PJH/ss  

 
 
 
 
 

 
 
 
 
 
 
X:\pension\funding ltrs memo to council 4-23-13.doc 
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March 27, 2013 
 
 
 
 
The Board of Trustees 
City of Jackson Employees Retirement System 
Jackson, Michigan 
 
The results of the June 30, 2012 Annual Actuarial Valuation of the City of Jackson Employees 
Retirement System are presented in this report.   
 
This report was prepared at the request of the Board and is intended for use by the Retirement System 
and those designated or approved by the Board.  This report may be provided to parties other than the 
System only in its entirety and only with the permission of the Board. 
 
The purpose of the valuation is to measure the System’s funding progress, to determine the employer 
contribution rate for the fiscal year ending June 30, 2012, and to determine the actuarial information for 
Governmental Accounting Standards Board (GASB) Statement No. 25.   
 
The actuaries submitting this statement are members of the American Academy of Actuaries and meet 
the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein. 
 
Please see the following page for additional disclosures required by the Actuarial Standards of Practice.   
 
This report has been prepared by actuaries who have substantial experience valuing public employee 
retirement systems. To the best of our knowledge the information contained in this report is accurate and 
fairly presents the actuarial position of the City of Jackson Employees Retirement System as of the 
valuation date.  All calculations have been made in conformity with generally accepted actuarial 
principles and practices, and with the Actuarial Standards of Practice issued by the Actuarial Standards 
Board.   
 
Respectfully submitted, 
  
 
 
 
David T. Kausch, FSA, EA, MAAA Abra D. Hill, ASA, MAAA 
 
DTK/ADH:bd 
 
 

 



 

 
 

Additional Disclosures Required by Actuarial Standards of Practice 
 
 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements (such 
as the end of an amortization period or additional cost or contribution requirements based on the plan’s 
funded status); and changes in plan provisions or applicable law.  Due to the limited scope of the actuary’s 
assignment, the actuary did not perform an analysis of the potential range of such future measurements. 
 
This report should not be relied on for any purpose other than the purpose described herein.  
Determinations of the financial results associated with the benefits described in this report in a manner 
other than the intended purpose may produce significantly different results. 
 
The signing actuaries are independent of the plan sponsor. 
 
The valuation was based upon information furnished by the City, concerning Retirement System benefits, 
financial transactions, plan provisions and active members, terminated members, retirees and 
beneficiaries.  We checked for internal and year-to-year consistency, but did not otherwise audit the data.  
We are not responsible for the accuracy or completeness of the information provided by the City. 
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EXECUTIVE SUMMARY 
 

Valuation Date: June 30, 2011 June 30, 2012

Fiscal Year Ending: June 30, 2013 June 30, 2014

Recommended Employer Contributions:
Annual Amount $     880,750 $   1,126,236
Percentage of Covered Payroll 9.92% 12.52%

Membership
Number of

Active Members^ 171 169
Retirees and Beneficiaries 170 173
Inactive, Non-retired Members 24 22
Total 365 364

Total Pensions Being Paid $  2,596,555 $  2,618,194

Assets
Market Value $33,636,645 $32,481,773
Actuarial Value 32,985,594 32,116,826
Return on Market Value 21.0%  2.1% 
Return on Actuarial Value 1.3% 3.0% 
Ratio - Actuarial Value to Market Value 98.1% 98.9%

Actuarial Information
Normal Cost % 11.16% 11.06%
Actuarial Accrued Liability (AAL) $43,916,224 $48,321,325
Unfunded Actuarial Accrued Liability (UAAL) 10,930,630 16,204,499
Funded Ratio 75.1% 66.5%
Amortization Period 30 years 30 years  

 
^  Includes current DROP Participants. 
 
Highlights/Changes 

The DROP is now closed to any non-DROP active members.  With the closure of the DROP we 

recommend a funding method change to reflect known DROP elections. 

 There were changes in actuarial assumptions as adopted by the Board. 

 There were losses on assets, retirements, and salaries, offset by gains on turnover and mortality. 

 

The Executive Summary gives an overview of the entire report.  It cannot be used as a substitute for a 

thorough reading of the full report.   
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EXECUTIVE SUMMARY 

 

Actuarial Valuation 

 
This is the actuarial valuation of the City of Jackson Employees Retirement System, prepared as of 

June 30, 2012. Valuations are prepared annually, as of July 1 of each year, the first day of plan year. 

 
The primary purposes of the valuation report are to measure the plan’s liabilities; to determine the 

required employer contribution rate based upon the System’s funding policy and to analyze changes 

in the System’s actuarial position. 

 
In addition, the report provides information in connection with the Governmental Accounting 

Standards Board Statement No. 25 (GASB No. 25), and it provides summaries of the member data, 

financial data, plan provisions, and actuarial assumptions and methods. 

 
 
Financing Objectives 
 
The System is supported by member contributions, employer contributions, and net earnings on the 

investments of the fund.  The total contribution is determined by the actuarial valuation.  The member 

contribution rate is set at one-half of total computed contribution less amounts for the DROP which 

are contributed by the City.  The employer contribution is the remainder. 

 
The combined member and employer contributions are intended to be sufficient to pay the normal 

cost and to amortize the Unfunded Actuarial Accrued Liability (UAAL) over a period of 30 years 

from the valuation date. A thirty-year period is the maximum amortization period allowed by GASB 

Statement No. 25 in computing the Annual Required Contribution (ARC). 

 
Contribution Requirement 
 
The computed employer contribution for the fiscal year ending June 30, 2014 is $1,126,236, 12.52% 

of covered payroll. This compares with an employer contribution for the fiscal year ending June 30, 

2013 of $880,750, 9.92% of covered payroll. 
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EXECUTIVE SUMMARY 

 

Funded Status 

 
As of the valuation date, the Unfunded Actuarial Accrued Liability (UAAL) is $16,204,499, and the 

funded ratio (the ratio of the Actuarial Value of Assets to the Actuarial Accrued Liability) is 66.5%. 

At the time of last year’s valuation, the UAAL was $10,930,630, and the funded ratio was 75.1%. See 

page A-9 for the development of the actuarial gain or loss over the last year and page A-5 for a history 

of the funded ratios. 

 
The plan experienced a loss of $2,084,432.  This loss includes a recognized investment loss of 

$1,589,402, and liability losses of $495,030.  Liability losses include more retirements and DROP 

elections than expected due in part to the closure of the DROP, higher salaries than expected due in 

part to the elimination of mandated furloughs, offset by gains due to lower turnover than expected and 

gains on mortality. 

 
 
Variability of Future Contribution Rates 
 
The Actuarial Cost Method used to determine the contribution rate is intended to produce contribution 

rates which are generally level as a percent of payroll. Even so, when experience differs from the 

assumptions, as it often does, the employer’s contribution rate can vary significantly from year-to-

year. 

 
Over time, if the year-to-year gains and losses offset each other, the contribution rate would be 

expected to return to the current level.  

 
The Market Value of Assets is greater than the Actuarial Value of Assets by $364,946 as of the 

valuation date (see page A-6). This difference will be gradually recognized over the next four years in  

the absence of offsetting losses/gains.  
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EXECUTIVE SUMMARY 

 

Relationship to Market Value  

 
If Market Value had been the basis for the valuation, the employer contribution rate would have been 

12.38% of payroll and the funded ratio would have been 67.2%. This is a rough indication of the 

future status of the System. The last portion of the market losses from 2009 has been phased-in.  See 

the “Looking Ahead” comment on page A-12 for a discussion on future contribution rates. 

 

Benefit Provisions 

 
This valuation reflects benefits promised to members in the plan on the valuation date as reported to 

us by the System’s administrator. Members hired on or after July 1, 2012 will have a pension 

multiplier of 1.25% of their final average compensation for each year of service, a different definition 

of compensation, and a different member contribution rate.  This change does not affect any members 

as of the date of this valuation.  See the “Plan Amendments” comment on page A-11 for more 

information. 

 

Actuarial Assumptions and Methods 

 
In determining costs and liabilities, actuaries use assumptions about the future, such as rates of salary 

increase, probabilities of retirement, termination, death and disability, and an investment return 

assumption. The Retirement Board sets the actuarial assumptions and methods taking into account 

recommendations made by the plan’s actuary and other advisors. The Board adopted changes to the 

economic and mortality assumptions based on the results of a study issued by GRS on July 19, 2012.  

Changes to the assumptions adopted by the Board include decreasing the assumed invest return from 

8.00% to 7.50%, decreasing the assumed wage inflation from 4.25% to 3.00%, decreasing the 

assumed price inflation from 4.25% to 2.50%, and changing the mortality table from the UP-94 

mortality tables to the RP 2000 mortality tables projected to 2017 with scale BB.  The new mortality 

assumption contains a provision for future mortality improvement in the projection beyond the 

valuation date. 

 
Section C summarizes the current assumptions.  We believe the actuarial assumptions are internally 

consistent and are reasonable, based on the actual experience of the System. These actuarial 

assumptions and methods comply with the parameters for disclosure in GASB Statement No. 25.  
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EXECUTIVE SUMMARY 

 

Actuarial Assumptions and Methods (Concluded) 

 
The results of the actuarial valuation are dependent on the actuarial assumptions used. Actual results 

can, and almost certainly will, differ as actual experience deviates from the assumptions. Even 

seemingly minor changes in the assumptions can materially change the liabilities, calculated 

contribution rates, and amortization periods. 

 
In addition to the actuarial assumptions, the actuary also makes use of an Actuarial Cost Method to 

allocate costs to particular years. In common with most public-sector plans, the System uses the Entry 

Age Normal method. Theoretically, this method produces a level pattern of funding over time, and 

thereby provides equity between various generations of tax payers. We continue to believe this 

method is appropriate for the System. 

 

With the closure of the DROP effective June 30, 2012, we recommend a change in the Actuarial Cost 

Method.  While the DROP was open, we did not know the elections eligible members would make 

nor what each member’s final benefit amount would be.  The previous method treated all members 

eligible for or in the DROP as active members and modeled each individual entering the DROP at 

various future dates which would be consistent with the current retirement pattern and reflect the most 

valuable DROP election at each future date.  Now that the DROP is closed, all elections and benefits 

are known so the need for sophisticated modeling no longer exists.  The proposed method treats all 

DROP members as retirees for the purpose of calculating the present value of future benefits and 

reflects the funding of the DROP through dedicated employer contributions on the unfunded liability 

created by the DROP over a closed 10-year period and employer contributions on DROP members’ 

payroll.  The proposed method has been reflected in this valuation.  This method affects the timing of 

contributions, but not the total over time amounts. 
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EXECUTIVE SUMMARY 

 

Assets 

 
System assets are held in trust. The System’s administrator provided the asset information used in this 

valuation. 

 
Page B-14 contains exhibits summarizing the plan’s assets, presents a summary of the Market Value 

of Assets held by the fund, shows the allocation of assets held for investment and shows a 

reconciliation of the assets from the last valuation date to the current valuation date. 

 
Page A-6 shows the development of the Actuarial Value of Assets. The Actuarial Value of Assets is a 

smoothed Market Value. A smoothed value is used in order to dampen some of the year-to-year 

fluctuations in valuation results that would occur if the Market Value were used instead. The method 

used phases in differences between the actual and expected market returns over four years. The 

expected return is determined using past year’s 8.00% assumption and the plan’s Market Value 

adjusted for contributions received and benefits and refunds paid. Both the actual and expected returns 

are computed net of expenses. 

 

The Actuarial Value is currently 98.9% of the Market Value. Over any short time period, a disparity 

between Actuarial Value and Market Value may appear, but in the long run the Actuarial Value and 

the Market Value are expected to track each other fairly closely. 

 

The investment return rate for the plan year ending June 30, 2012 on Market Value was 2.11%, while 

it was 3.04% on Actuarial Value. These figures differ because of the asset valuation procedure 

described above.  
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EXECUTIVE SUMMARY 

 

GASB Statement No. 25 Disclosure 
 
The Governmental Accounting Standards Board (GASB) Statement No. 25 governs reporting for 

government-sponsored retirement plans. 

 
For the System, the ARC is defined to the sum of (a) the employer normal cost, and (b) the amount 

needed to amortize the DROP as a level percentage of payroll over 10 years and the remaining UAAL 

as a level percentage of payroll over 30 years. 

 
 
GASB Accounting Standards 
 
In June 2012, the GASB approved two new accounting standards for public sector retirement systems 

and governments, Statement No. 67 and No. 68.  These new standards are a significant departure from 

the current standards.  The GASB has stated that accounting standards should be separate from 

funding standards.  In our view, the funding of the Retirement System may continue unchanged.  

However, the new accounting standards will require a separate set of calculations and may require a 

separate report. 
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FUNDING OBJECTIVE 
 
 
The funding objective of the Retirement System is to establish and receive contributions, 

expressed as percents of active member payroll, which will remain approximately level from year-

to-year and will not have to be increased for future generations of citizens. 

 
 
 

CONTRIBUTION RATES 
 
 
The Retirement System is supported by member contributions, City contributions and investment 

income from Retirement System assets. 

 
Contributions which satisfy the funding objective are determined by the annual actuarial valuation and 

are sufficient to: 

 
(1) Cover the actuarial present value of benefits allocated to the current year by the actuarial 

cost method described in Section C (the normal cost); and 

 
(2) Finance over a period of future years the actuarial present value of benefits not covered 

by valuation assets and anticipated future normal costs (unfunded actuarial accrued 

liability). 

 
 
Computed contribution rates for the fiscal year beginning July 1, 2012 are shown on page A-2. 
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CONTRIBUTIONS TO FUND BENEFITS 

EXPRESSED AS PERCENTS OF ACTIVE MEMBER PAYROLL 
FOR THE FISCAL YEAR BEGINNING  

 
 
 

July 1, 2012 July 1, 2013

Contributions for

Normal Cost
    Age and Service Allowances 9.15 % 9.18 % 9.16 % 9.04 % 9.03 % 9.04 %
    Disability and Survivor 1.01 1.00 1.00 0.97 0.96 0.97
    Refunds of Member Contributions 0.98 1.04 1.00 1.04 1.09 1.05
    Total Normal Cost 11.14 11.22 11.16 11.05 11.08 11.06

Unfunded Actuarial Accrued
Liability# 7.62 % 12.51 %

Total Computed Contribution 18.78 23.57
Contribution for DROP 1.06 1.47
Contribution Excluding DROP 17.72 22.10

Total Contribution Requirement*
Member Portion 8.86 % 11.05 %

Employer Portion*
         - DROP ! 1.06 1.47
         - Remaining 8.86 11.05
         - Total Computed Rate 9.92 % 12.52 %
         - Total Dollar Contribution ! $ 880,750 $ 1,126,236

Members Members Averages

Water & Total
General Sewage Weighted

Averages
Weighted

Total

Members
General

Members
Sewage

Water &

 
#     Amortized over 30 years. 
 
* The Members and Employer split the contribution requirement.  The contribution requirement can be no less than 

2.5% for the Members and 2.5% for the Employer.   
 
!    Subsequent to the June 30, 2007 valuation, the Board adopted a DROP to be funded by employer contributions for 15 years 

beginning July 1, 2008. This percentage is based on a closed 15-year amortization of the estimated change in UAAL plus the 
change in normal cost associated with the DROP.  There are 10 years left in the amortization period. 
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In financing the actuarial accrued liability, the valuation assets of $32,116,826 were distributed as 

shown below.  Please see page A-6 for information concerning the derivation of valuation assets. 

 
 

Member Retired Life
Actuarial Accrued Actuarial Contingency

Reserves Liability Liability Reserve Totals

Employees' Contributions $4,920,114      $  4,920,114   
Employer Contributions 2,780,375      $  2,013,665    4,794,040   
Retired Benefit Payments   22,402,672           none 22,402,672   
Totals $7,700,489      $24,416,337           none $32,116,826   

Present Valuation Assets Applied to

 
 
 
 
Assets were applied against actuarial accrued liability in determining unfunded actuarial accrued 

liability as follows: 

 
 

Retired Lives Active Members Totals

Computed Actuarial Accrued Liability $24,416,337   $23,904,988      $48,321,325   
Applied Assets 24,416,337   7,700,489      32,116,826   
Unfunded Actuarial Accrued Liability    $        none $16,204,499      $16,204,499    
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FUNDING PROGRESS INDICATORS 

 
 
Although there is no single all-encompassing indicator to measure a retirement system's funding 

progress and current funded status, an aid in understanding funding progress and status can be achieved 

using the following indicators. 

 
 
INDICATOR (1)  The ratio of valuation assets to the actuarial accrued liability (AAL) allocated in 

the proportion accrued service is to projected total service - a funding level indicator.  The ratio is 

expected to increase in the absence of benefit improvements or strengthening of actuarial assumptions.  

Prior to 6/30/98, the AAL was computed in accordance with the Pension Benefit Obligation information 

pursuant to the Governmental Accounting Standards Board (GASB) Statement No. 5, issued November, 

1986. Beginning with the 6/30/98 valuation, the accrued liability computed for funding purposes is used 

in place of the AAL, pursuant to GASB Statement No. 25, which supersedes Statement No. 5. 

 
 
INDICATOR (2)  The ratio of the unfunded actuarial accrued liability to member payroll - an 

inflation adjusted funding requirement indicator.  In a soundly financed retirement system, the amount 

of the unfunded actuarial accrued liability will be controlled and prevented from increasing in the 

absence of benefit improvements or strengthening of actuarial assumptions.  However, in an inflationary 

environment it is seldom practical to impose this control on dollar amounts which are depreciating in 

value.  The ratio is a relative index of condition where inflation is present in both items.  The ratio is 

expected to decrease in the absence of benefit improvements or strengthening of actuarial assumptions. 

 
 
INDICATOR (3)  The actuarial present value of gains or losses realized in the operation of the 

Retirement System - an experience indicator.  Gains and losses are expected to cancel each other over a 

period of years (in the absence of double-digit inflation) and sizable year-to-year fluctuations are 

common.  Further details on the derivation of the gain (loss) are shown on page A-9. 

 
The Retirement System's funding objective is to meet long-term benefit promises through contributions 

that remain approximately level from year-to-year as a percent of active member payroll.  If the 

contributions to the System are level in concept and soundly executed, the System will pay all promised 

benefits when due -- the ultimate indicator of financial soundness. 
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FUNDING PROGRESS INDICATORS - COMPARATIVE SCHEDULE 
($ AMOUNTS IN THOUSANDS) 

 
 

Valuation Valuation Member Gain
Date Assets AAL UAAL Payroll (Loss)

 6/30/89 $  14,420   $  10,060 143.3 % $   (4,360) $  5,826   - % $          (2)  
 6/30/90(a) 15,353   11,486 133.7 (3,867) 5,968   - 763   
 6/30/91(a) 16,485   12,451 132.4 (4,035) 6,190   - 657   
 6/30/92(a) 17,640   14,576 121.0 (3,064) 6,469   - 538   
 6/30/93 19,588   15,995 122.5 (3,593) 6,978   - 1,064   

 6/30/94(a) 20,157   18,847 107.0 (1,310) 6,285   - (847)  
 6/30/95 21,270   19,578 109.0 (1,692) 6,609   - 279   
 6/30/96 22,960   21,016 109.0 (1,944) 7,022   - 399   
 6/30/97 24,810   22,781 108.9 (2,029) 7,340   - 988   
 6/30/98(a) 27,965   22,927 122.0 (5,038) 7,339   - 2,299   

 6/30/99 31,654   24,367 129.9 (7,287) 7,784   - 2,040   
 6/30/00 34,960   25,787 135.6 (9,173) 8,338   - 1,645   
 6/30/01(a) 36,120   27,705 130.4 (8,415) 8,532   - (209)  
 6/30/02 35,151   29,372 119.7 (5,779) 9,257   - (2,937)  
 6/30/03(a) 33,229   29,902 111.1 (3,327) 9,691   - (3,368)  

 6/30/04(a) 32,919   31,417 104.8 (1,502) 9,600   - (1,788)  
 6/30/05 32,395   33,016 98.1         621 9,600   6.5 (1,899)  
 6/30/06 31,867   35,019 91.0      3,152 10,091   31.2 (2,449)  
 6/30/07(a) 34,236   38,091 89.9      3,855 10,119   38.1 381   
 6/30/08(a) 35,618   40,907 87.1      5,289 10,295   51.4 (469)  

 6/30/09 34,971   42,855 81.6      7,884 10,184   77.4 (2,485)  
 6/30/10(a) 34,124   43,283 78.8      9,159 8,969   102.1 (1,518)  
 6/30/11 32,986   43,916 75.1    10,930 8,169   133.8 (1,466)  
 6/30/12(b) 32,117   45,448 70.7    13,331 8,479   157.2 (2,084)  
 6/30/12(a) 32,117   48,321 66.5    16,204 8,479   191.1 (2,084)  

Ratio
Funded

Payroll
Ratio to

 
 

(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 
(b) Before changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 

  AAL - Actuarial accrued liability computed in accordance with GASB Statement No. 5 prior to 6/30/98; after 6/30/97 computed in 
accordance with GASB Statement No. 25. 

UAAL - Unfunded actuarial accrued liability. 



City of Jackson Employees Retirement System A-6 
 

DEVELOPMENT OF FUNDING VALUE OF RETIREMENT SYSTEM ASSETS 
 

Year Ended June 30: 2010 2011 2012 2013 2014 2015

A. Funding Value Beginning of Year $34,970,792   $34,124,162   $32,985,594   

B. Market  Value End of Year 29,220,833   33,636,645   32,481,773   

C. Market Value Beginning of Year 27,109,331   29,220,833   33,636,645   

D. Non-Investment Net Cash Flow (1,114,851)  (1,558,300)  (1,844,436)  

E. Investment Income
E1.  Market Total: B - C - D 3,226,353   5,974,112   689,564   
E2.  Amount for Immediate Recognition 2,753,069   2,667,601   2,565,070   
E3.  Amount for Phased-In Recognition: E1-E2 473,284   3,306,511    (1,875,506)  

F. Phased-In Recognition of Investment Income
F1.  Current Year: 0.25 x E3     118,321       826,628   (468,877)  
F2.  First Prior Year (2,065,474)  118,321   826,628   $(468,877)  
F3.  Second Prior Year (1,127,344)  (2,065,474)  118,321   826,628   $(468,877)  
F4.  Third Prior Year 589,649   (1,127,344)  (2,065,474)  118,321   826,627   $(468,875)  

F5.  Total Recognized Investment Gain:  (2,484,848)   (2,247,869)   (1,589,402)  476,072   357,750    (468,875)  
       F1 + F2 + F3 + F4

G. Funding Value End of Year: A + D + E2 + F5 34,124,162   32,985,594   32,116,826   

H. Difference Between Market & Funding Value  (4,903,329)  651,051   364,947   

I. Recognized Rate of Return 0.8% 1.3% 3.0%

J. Market Rate of Return 12.2% 21.0% 2.1%

K. Ratio of Funding Value to Market Value: G / B 116.8% 98.1% 98.9%  
 
The Funding Value of Assets recognizes assumed investment income (line E2) fully each year.  Differences between actual and assumed investment income (line 
E3) are phased-in over a closed 4-year period.  During periods when investment performance exceeds the assumed rate, Funding Value of Assets will tend to be 
less than Market Value.  During periods when investment performance is less than the assumed rate, Funding Value of Assets will tend to be greater than Market 
Value.  The Funding Value of Assets is unbiased with respect to Market Value.  At any time it may be either greater or less than Market Value.  If actual and 
assumed rates of retirement income are exactly equal for 4 consecutive years, the Funding Value will become equal to Market Value. 



City of Jackson Employees Retirement System A-7 
 

 
RECOMMENDED AND ACTUAL CONTRIBUTIONS 

COMPARATIVE STATEMENT 
 

Valuation
Date Recommended Actual

84/85 6-30-83 $   260,997      $260,997   5.56 % 5.90 % 5.64 %
85/86 (a) 6-30-84 188,421      188,421   3.80 4.71 4.02 
86/87 6-30-85 150,464      173,539   3.05 5.14 3.56 
87/88 6-30-86 40,113      40,113   0.07 3.31 0.88 
88/89 6-30-87 8,514      8,514   0.00 0.67 0.17 

89/90 6-30-88 0      0   0.00 0.00 0.00 
90/91 6-30-89 0      60,342   0.00 0.00 0.00 
91/92 (a) 6-30-90 54,206      112,931   0.00 3.58 0.84 
92/93 6-30-91 166,494      172,391   2.50 2.50 2.50 
93/94 (a) 6-30-92 173,992      235,460   2.50 2.50 2.50 

94/95 6-30-93 187,710      244,504   2.50 2.50 2.50 
95/96 (a) 6-30-94 256,928      260,662   3.80 3.80 3.80 
96/97 6-30-95 270,136      270,731   3.80 3.80 3.80 
97/98 6-30-96 275,762      299,660   3.65 3.65 3.65 
98/99 (a) 6-30-97 366,672      363,951   4.61 4.61 4.61 

99/00 (a) 6-30-98 312,550      320,315   3.93 3.93 3.93 
00/01 6-30-99 329,142      335,840   3.93 3.93 3.93 
01/02    6/30/00 352,578      354,918   3.93 3.93 3.93 
02/03    6/30/01 360,777      378,931   3.93 3.93 3.93 
03/04    6/30/02 391,420      383,883   3.93 3.93 3.93 

04/05 (a)    6/30/03 413,924      388,706   3.93 3.93 3.93 
05/06 (a)    6/30/04 584,257      572,520   5.60 5.60 5.60 
06/07    6/30/05 721,955      722,422   6.92 6.92 6.92 
07/08    6/30/06 832,376      803,042   7.59 7.59 7.59 
08/09 (a)    6/30/07 841,320      793,649   7.65 7.65 7.65 

09/10 (a)    6/30/08 863,777      750,439   7.72 7.72 7.72 
10/11    6/30/09 945,179      786,824   8.54 8.54 8.54 

  11/12 (a)    6/30/10 861,134      817,748   9.21 9.21 9.21 
  12/13    6/30/11 880,750      9.92 9.92 9.92 
  13/14 (b)    6/30/12 986,943      10.71 10.71 10.71 
  13/14 (a)    6/30/12 1,126,236      12.52 12.52 12.52 

Average 
WeightedDollar Contributions

Year
Fiscal

General Water & Sewage
% of Payroll Contributions*

 
 

(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 
(b) Before changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 

* Minimum employer contributions of 2.5% of payroll pursuant to Ordinance amendments effective July 1, 1990, 
1991,and 2007 plus a contribution for Early Retirement Window and for DROP.    



City of Jackson Employees Retirement System A-8 
 

 
SUMMARY STATEMENT OF SYSTEM RESOURCES AND OBLIGATIONS 

 
 

Present Resources and Expected Future Resources 
 

June 30, 2011 June 30, 2012

Water & Water &

General Sewage Totals General Sewage Totals

A. Present value of System assets

1.  Net assets from financial statements $27,339,978 $  6,296,667      $33,636,645 $26,300,912 $  6,180,861      $32,481,773

2.  Reduction for contribution stabilization 0 0      0 0 0      0

3.  Market value adjustment (529,176) (121,875)     (651,051) (295,502) (69,445)     (364,947)

4.  Valuation assets 26,810,802 6,174,792      32,985,594 26,005,410 6,111,416      32,116,826

B. Present value of expected future employer

contributions

1.  For normal costs 2,186,451 694,969      2,881,420 (2,590,406) $  (268,994)     (2,859,400)

2.  For unfunded actuarial accrued liability 5,864,946 5,065,684      10,930,630 9,988,511 6,215,988      16,204,499

3.  Total 8,051,397 5,760,653      13,812,050 7,398,105 5,946,994      13,345,099

C. Actuarial present value of expected

 future member contributions 3,817,272 1,205,374      5,022,646 3,620,118 1,089,205      4,709,323

D. Total $38,679,471 $13,140,819      $51,820,290 $37,023,633 $13,147,615      $50,171,248

 
 

Actuarial Present Value of Expected Future Benefit Payments 
 

Water & Water &

General Sewage Totals General Sewage Totals

A. To retirants and beneficiaries $15,944,185 $  6,895,731      $22,839,916 $16,725,929 $  7,690,408      $24,416,337

B. To vested terminated members 2,061,112 149,115      2,210,227 2,088,739 122,776      2,211,515

C. To present active members

1.  Allocated to service rendered prior to

     valuation date 14,670,451 4,195,630      18,866,081 12,443,566 3,574,338      16,017,904

2.  Allocated to service likely to be

     rendered after valuation date 6,003,723 1,900,343      7,904,066 5,765,399 1,760,093      7,525,492

3.  Total 20,674,174 6,095,973      26,770,147 18,208,965 5,334,431      23,543,396

D. Total $38,679,471 $13,140,819      $51,820,290 $37,023,633 $13,147,615      $50,171,248

June 30, 2011 June 30, 2012
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ACTIVE MEMBER EXPERIENCE GAIN (LOSS) 

YEAR ENDED JUNE 30, 2012 
 
 
 
 

Unfunded
Actuarial Actuarial Actuarial
Accrued Value of Accrued
Liability Assets Liability

(A) (B) (C) = (A) - (B)

(1)   Value at start of year $43,916,224 $32,985,594 $10,930,630
(2)   Normal Cost from last valuation 946,270           N/A 946,270           
(3)   Actual Contributions N/A 1,483,597        (1,483,597)       
(4)   Disbursements (3,328,033)       (3,328,033)       -                 
(5)   Interest Accrual [(1) + [(2)+(3)+(4)]1/2]*8% 3,418,027        2,565,070        852,957           

(6)   Expected value before changes (1)+(2)+(3)+(4)+(5) 44,952,488      33,706,228      11,246,260      

(7)   Increase due to plan amendment -                 -                 -                 
(8)   Increase due to method changes 244,716           -                 244,716           
(9)   Increase due to revised assumptions 2,629,091        -                 2,629,091        

(10) Expected value after changes (6)+(7)+(8)+(9) 47,826,295      33,706,228      14,120,067      
(11) Actual value at end of year 48,321,325      32,116,826      16,204,499      

(12) Gain (loss) (10)-(11) [(11)-(10) for assets] (495,030)         (1,589,402)       (2,084,432)        
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10-YEAR PROJECTION 
30-YEAR OPEN AMORTIZATION PERIOD 

7.50% MARKET RETURN 
(ALL $ IN MILLIONS) 

 
 
Projections were excluded from this valuation due to several concurrent changes causing large distortions.  These changes included: 

1. Closing of the DROP. 

2. Implementing a new tier of benefits.
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COMMENTS AND RECOMMENDATIONS 
 

COMMENT 1: 
PLAN EXPERIENCE:  Actuarial experience was less favorable than expected for the year ended June 30, 

2012 as indicated by the experience loss shown on page A-9.  The loss was primarily attributable to 

unfavorable investment return (please refer to page C-7) on a funding value basis.  Liability experience 

was on target in aggregate, with gains due to lower than expected salary increases and retiree mortality.  

 

COMMENT 2: 
PLAN AMENDMENTS:  This valuation reflects benefits promised to members in the plan on the 

valuation date as reported to us by the System’s administrator.  Members hired on or after July 1, 

2012 will have a pension multiplier of 1.25% of their final average compensation for each year of 

service, a different definition of compensation, and a different member contribution rate.  This change 

does not affect any members as of the date of this valuation.   

 

For purposes of applying a separate contribution rate to members hired on or after July 1, 2012 

consistent with current ordinance, we recommend a member contribution rate equal to half of the 

normal cost plus half of the amortization of the unfunded actuarial accrued liability (UAAL) not 

attributed to the DROP.  The total normal cost for new hires is estimated to be 7.80% of payroll and 

the total amortization of the UAAL not attributed to the DROP is currently 11.04% of payroll.  Thus 

for the fiscal year ending June 30, 2014, the recommended member contribution rate for members in 

the new tier is 9.42% of payroll (half of 7.80% plus half of 11.04%). 

 

COMMENT 3: 
ALTERNATE COST SHARING ARRANGEMENT:  Under the current ordinance member contributions are 

set equal to half of the normal cost plus half of the amortization of the UAAL with a minimum 

member contribution of 2.5% of payroll (with the exception that the City funds the impact of the 

DROP).  The City may wish to consider an alternate cost sharing arrangement adding a member 

contribution cap equal to the normal cost.  For the fiscal year ending June 30, 2014, the recommended 

member contribution for members hired prior to July 1, 2012 is 11.05% of pay, 0.01% of pay less 

than the normal cost rate of 11.06% for the group.  For the fiscal year ending June 30, 2014, the  
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COMMENTS AND RECOMMENDATIONS 
 

recommended member contribution for members hired on or after July 1, 2012 is 9.42% of pay, 

1.62% of pay more than the normal cost rate of 7.80% for the group.  Under the proposed alternate 

cost sharing arrangement the recommended member contribution would remain at 11.05% of payroll 

for members hired prior to July 1, 2012 and would decrease to 7.80% of payroll for members hired on 

or after July 1, 2012.  The decrease in the member contributions for members hired on or after July 1, 

2012 will be offset by an equal increase in employer contributions.   

 

COMMENT 4: 
ALTERNATE DROP LIABILITY AMORTIZATION:  Currently the UAAL attributable to the DROP plan is 

amortized over a closed 15-year period beginning with the June 30, 2008 valuation.  There are 10 years 

left in the DROP amortization.  The City may wish to consider a 30-year open period, which is the same 

period used for the remainder of the plan UAAL.  Using the 30-year open amortization decreases the 

employer contribution by 0.76% of pay, or $68,366.  The recommended employer contribution using 

this methodology is 11.76% of pay, or $1,057,870 for the fiscal year beginning July 1, 2013.  This 

methodology change has no effect on the member contributions. 

 

COMMENT 5: 
ACTUARIAL ASSUMPTIONS AND METHODS:  In determining costs and liabilities, actuaries use 

assumptions about the future, such as rates of salary increase, probabilities of retirement, termination, 

death and disability, and an investment return assumption. The Retirement Board sets the actuarial 

assumptions and methods taking into account recommendations made by the plan’s actuary and other 

advisors. Changes to the assumptions going forward from the previous valuation include decreasing 

the assumed invest return from 8.00% to 7.50%, decreasing the assumed wage inflation from 4.25% 

to 3.00%, decreasing the assumed price inflation from 4.25% to 2.50%, and adjustments to the 

assumed mortality rates. 
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COMMENTS AND RECOMMENDATIONS 
 

Principal results before and after the changes are shown below: 

Current 
Prior Method & Current 

Method & Prior Method & Total
Assumptions Assumptions Assumptions Change

Actuarial Accrued Liability 45,447,518$   45,692,234$    48,321,325$      2,873,807$    
Actuarial Valuation of Assets 32,116,826     32,116,826     32,116,826        -               
Unfunded Actuarial Liability 13,330,692$   13,575,408$    16,204,499$      2,873,807$    
Funded Ratio 70.67 % 70.29 % 66.47 % (4.20)%
Employer Contribution Rate* 10.71 % 10.93 % 12.52 % 1.81 %
Annual Required Contribution 986,943$       1,007,217$     1,126,236$        139,293$       

* Expressed as percent of active member payroll  
 

COMMENT 6: 
LOOKING AHEAD:  The Actuarial Value of Assets is 98.9% of the Market Value of Assets as of June 
30, 2012.  In general, when the actuarial value and market value are the same, there should be stability 
in the contribution rates in the short term.  The total normal cost for new tier members hired on and after 
July 1, 2012 will be lower than the total normal cost for current members.  This means that the total 
contribution rate is expected to decline as new tier members replace the current members.   
 
In addition, the amortization policy uses a 30-year open, level percent amortization.  By using an open 
amortization, the expectation is that the amortization contribution rate will gradually decline as a percent 
of payroll over time analogous to how a mortgage payment would decrease if each year the homeowner 
took out a new 30-year mortgage.  The main disadvantages to a 30-year open amortization are that the 
UAAL gets financed over a period far longer than 30 years and, using a level percent of payroll 
amortization, the nominal amount of the UAAL is expected to increase each year though not as fast as 
inflation.   
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COMMENTS AND RECOMMENDATIONS 
 

With the new GASB standards, there is an additional disadvantage to a 30-year open amortization which 
is that since the UAAL will not be projected to be paid off, the new standards require the use of a 
discount rate that is a blend between the current 7.50% rate of return assumption and a municipal bond 
index rate (currently about 4.00%).  Without a change in funding policy, the discount rate could fall 
significantly resulting in higher GASB liabilities.  It is important to note that GASB liabilities will be 
different than the funding liabilities and that the GASB Net Pension Liability (analogous to the UAAL) 
will go on the City’s balance sheet in the government-wide financials.  The Board may wish to explore 
alternate funding policies to improve the funding of the plan and mitigate the impact of GASB. 
 
AMORTIZATION PERIODS:  Actuarial accrued liabilities now exceed accrued assets by $16,204,499.  

The related amortization period of this amount is 30 years.  The cost of the DROP is amortized over 10 

years. 

 
RESERVE TRANSFERS:  The June 30, 2012 actuarial present value of retirement allowances exceeded 

the balance in the Reserve for Retired Benefit Payments.  In order to maintain a balance between the 

assets and the liabilities allocated to retired lives, we recommend a transfer to the Reserve for Retired 

Benefit Payments from the Reserve for Employer Contributions as follows: 

 

General Water and Sewage

$1,052,352  $     961,313  

Transfers to Reserve for Retired Benefit Payments
from Reserve for Employer Contributions

 
 
 

The above transfer amounts were based on retirement activity by division and were assumed to have 

been made as of June 30, 2012 for purposes of this valuation. 

 

 
 

 

 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION B 
S U MMA RY OF  B EN EF IT P R O V IS IO N S  AN D  
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SUMMARY OF BENEFIT PROVISIONS EVALUATED OR CONSIDERED 
(JUNE 30, 2012) 

 
 

VOLUNTARY RETIREMENT (no reduction for age) 
 
Eligibility - 30 or more years of service, or age 55 with 25 or more years of service, or age 60 with 10 or 

more years of service. 

Annual Amount - Total service times 2.0% of Final Average Compensation (FAC).  Members hired on or 

after July 1, 2012 receive total service times 1.25% of FAC. 

Final Average Compensation - Average of annual compensations for the period of 3 consecutive years 

producing the highest average and contained within the last 10 years immediately preceding retirement. 

 
 

DEFERRED RETIREMENT (vested benefit) 
 
Eligibility - Termination of City employment at any age after 10 years of credited service. 

Annual Amount - Payable beginning at age 60 (age 55 with 25 years of service), accrued regular retirement 

amount based on credited service and FAC at time of termination. 

 
DEFERRED RETIREMENT OPTION PLAN (DROP) 

 
Eligibility - 30 or more years of service, or age 55 with 25 or more years of service, or age 60 with 10 or 

more years of service. 

Annual Amount - Computed as a service retirement but based on service, FAC and plan provisions at the 

time of DROP election.  Monthly pension benefits and annuity withdrawal (if chosen) account value at 

DROP date accumulate in a board-approved defined contribution retirement plan account managed by a 

board-approved independent investment company.  

 
DUTY DISABILITY RETIREMENT 

 
Eligibility - Total and permanent disability incurred in line of duty with the City for which worker's 

compensation is being paid. 

Annual Amount - Computed in the same manner as the regular retirement amount based on FAC and 

credited service at time of disability retirement.  Minimum is $150 per month for benefit group (MAPE); 

minimum is 10% of the first $4,200 of FAC plus 15% of FAC in excess of $4,200 for benefit group general.  

At expiration of worker's compensation period, amount is recomputed to include years during which 

worker's compensation was paid. 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED OR CONSIDERED 
(JUNE 30, 2012) 

 
NON-DUTY DISABILITY RETIREMENT 

 
Eligibility - Total and permanent disability after 10 or more years of credited service. 

 
Annual Amount - Computed in same manner as the regular retirement amount based on FAC and credited 

service at the time of disability retirement; minimum is $150 per month for benefit group (MAPE); 

minimum is 10% of first $4,200 of FAC plus 15% of FAC in excess of $4,200 for other members. 

 
DUTY DEATH BEFORE RETIREMENT 

 
Eligibility - Death in line of duty with the City. 

Annual Amount - To the spouse:  One-third of member's final compensation.  To one or two children:  One-

fourth of member's final compensation.  To three or more children:  An equal share of one-half of the 

member's final compensation.  Amount to spouse continues to remarriage or death; amount to children 

continues to earlier of marriage, adoption, death, or attainment of age 18.  Maximum total amount payable - 

$2,100 per year. 

 
NON-DUTY DEATH BEFORE RETIREMENT 

 
Eligibility - 10 or more years of credited service. 

Annual Amount - Computed in the same manner as regular retirement based on credited service and FAC at 

time of death actuarially reduced for a 100% joint and survivor election.  Amount is payable to designated 

beneficiary; otherwise, automatically to surviving spouse. 

 
MEMBER CONTRIBUTIONS 

 
One-half of total computed contribution less amounts for early retirement windows which are contributed by 

the City.  In no event will the Member or City contribution be less than 2.50%. 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED OR CONSIDERED 
(JUNE 30, 2012) 

 
OTHER BENEFITS 

 
Military Service Buyback – up to six years of military service may be purchased at no cost to the System. 

Service Credit Purchase Option – a contractual employee may be eligible to purchase service credits at no 

cost to the System. 

Annuity Withdrawal Option – actuarial reduction of the member’s monthly retirement benefit for such 

withdrawals. 
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SUMMARY OF DROP PROVISIONS 
 
 

Effective Date 
 
July 1, 2008 through June 30, 2012. 
 

Eligibility 
 
A member of the City of Jackson Employees Retirement System who has satisfied the minimum 
requirements for a normal service retirement.  This eligibility is currently 30 or more years of service, or 
age 55 with 25 or more years of service, or age 60 with 10 or more years of service. 
 

Election of DROP 
 
A member satisfying DROP eligibility conditions would be permitted to either: 
 

1) Retire; or 
 
2) Continue working and retire at a future date with a pension based on credited service 

and final average compensation (FAC) at date of termination of employment; or 
 
3) Irrevocably elect to participate in the DROP and retire at a date no more than 3 years in 

the future with a pension based on FAC and service at date of election to participate in 
the DROP. 

 
DROP Credits 

 
The account of a participating member is credited with: 
 

 The pension payments the member would have been paid if the member had retired on 
the date of DROP election, and 

 
 The annuity withdrawal funds, if annuity withdrawal option is chosen. 

 
Retirement from DROP 
 
Upon termination of employment the frozen monthly pension begins. The form of payment will be based 

on the member’s election at the time of the DROP election. 
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SUMMARY OF DROP PROVISIONS 
(CONCLUDED) 

 
 
Death during DROP Participation 
 
Benefits payable to a member’s beneficiary if death occurs during the DROP participation period will be 

computed in the same manner as if the member had separated from service the day before the participant’s 

date of death. 

 
Disability during DROP Participation 
 
Benefits payable to a member if disability occurs during the DROP participation period will be computed 

in the same manner as if the member had retired and terminated employment when the person commenced 

participation in the DROP. 

 
 
Covered Payroll 
 
The payroll of DROP participants will be included in the covered compensation upon which regular City 

contributions are based.  However, member contributions will cease upon election of DROP. 
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RETIRANTS AND BENEFICIARIES 

COMPARATIVE SCHEDULE 
 
 

Year Active
Ended Annual Annual Annual Per Average

June 30 Allowances No. Allowances No. Allowances Retired Allowances Total Average

1987 12 $   75,119      4      $   21,551   135    $    545,385  1.7 $  4,040     $  4,575,365     $  33,892        
1988 4 15,721      7      15,490   132    545,616  1.9 4,133     4,466,775     33,839        
1989 8 64,390      6      26,587   134    583,419  1.9 4,354     4,782,315     35,689        
1990 6 43,249      7      29,220   133    597,448  1.9 4,492     4,825,459     36,282        
1991 6 28,222      6      51,790   133    573,880  2.0 4,315     4,737,760     35,622        

1992 5 70,834      10      41,222   128    603,492  2.0 4,715     5,067,629     39,591        
1993 5 27,007      10      38,419   123    592,080  2.0 4,814     5,202,433     42,296        
1994 29 * 489,759      4      16,800   148    1,065,039  1.5 7,196     9,323,792     62,999        
1995 2 4,384      7      55,124   143    1,014,299  1.5 7,093     9,018,556     63,067        
1996 2 39,867      3      9,003   142    1,045,163  1.5 7,360     9,189,315     64,713        

1997 2 6,616      4      49,203   140    1,002,576  1.6 7,161     8,856,225     63,259        
1998 8 * 94,502      8      47,606   140    1,049,472  1.6 7,496     8,759,984     62,571        
1999 9 132,738      5      51,966   144    1,130,244  1.6 7,849     9,645,640     66,984        
2000 8 89,189      9      72,390   143    1,147,043  1.6 8,021     9,985,860     69,831        
2001 10 315,129      4      34,351   149    1,427,821  1.5 9,583     11,663,240     78,277        

2002 3 25,078      6      72,356   146    1,380,543  1.6 9,456     11,250,485     77,058        
2003 8 151,848      9      122,197   145    1,410,194  1.6 9,725     11,543,221     79,608        
2004 5 137,576      10      55,440   140    1,492,330  1.6 10,660     12,546,008     89,614        
2005 10 160,093      6      62,364   144    1,590,059  1.5 11,042     13,296,443     92,336        
2006 3 47,969      4      19,433   143    1,618,595  1.5 11,319     13,411,809     93,789        

2007 12 237,858      5      90,787   150    1,765,666  1.4 11,771     15,258,928     101,726        
2008 13 237,891      15      112,425   148    1,891,132  1.4 12,778     16,609,084     112,224        
2009 12 252,745      5      67,914   155    2,075,963  1.3 13,393     18,296,979     118,045        
2010 16 363,025      4      20,738   167    2,418,251  1.1 14,481     21,354,990     127,874        
2011 14 268,775      11      90,471   170    2,596,555  1.0 15,274     22,839,916     134,352        
2012 7 117,332      4      95,693   173    2,618,194  1.0 15,134     24,416,337     141,135        

No.

Added to Rolls
Discounted Value of Allowances

Rolls End of YearRemoved from Rolls

 

 
*  Reflects retirements due to Early Retirement Window provision. 
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY TYPE OF ALLOWANCES BEING PAID

Type of Allowances Being Paid No.

Age and Service Allowances

    Regular allowances - benefit
    terminating at death of retirant 59    $    871,587

    Option I allowance - cash refund
    annuity plus pension terminating
    at death of retirant 3    60,060

    Option II allowance - joint and
    survivor benefit 33    469,140

    Option III allowance - modified
    joint and survivor benefit 52    977,370

    Allowance to survivor beneficiary
    of deceased retirant 15    116,672

    Total age and service allowances 162    $2,494,829

Casualty Allowances

    Disability
        Regular 2    $     24,131
        Option I 1          6,234
        Option II 3          44,643
        Option III 2          19,759

    Disability allowance
        Survivor beneficiary 0    0

    Allowance to survivor beneficiary
    of deceased member 3    28,598

    Total casualty allowances 11    123,365

Total Allowances Being Paid 173    $2,618,194

Annual
Retirement
Allowances
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY ATTAINED AGE 

 
 
 

Attained Annual Annual Annual
Age No. Allowances No. Allowances No. Allowances

40 - 44 1    $    12,498    1    $       12,498    
45 - 49 1    14,906    1    14,906    
50 - 54 2    $      52,650    1    9,392    3    62,042    
55 - 59 10    278,546    3    45,454    13    324,000    

60 - 64 29    640,999    1    12,914    30    653,913    
65 - 69 37    655,221    1    6,233    38    661,454    
70 - 74 24    273,971    1    5,868    25    279,839    
75 - 79 24    289,026    24    289,026    

80 5    68,271    5    68,271    
81 4    31,154    4    31,154    
82 3    27,225    3    27,225    
83 4    23,094    4    23,094    
84 3    21,522    3    21,522    

85 5    47,977    5    47,977    
86 2    8,235    2    8,235    
87 2    9,152    1    4,711    3    13,863    

88 2    14,203    2    14,203    

91 2    15,655    2    15,655    
92 1    3,823    1    3,823    

95 1    12,226    1    11,389    2    23,615    
99 1    10,305    1    10,305    

Over 100 1    11,574    1    11,574    

Totals 162    $  2,494,829    11     $  123,365    173    $  2,618,194    

Age & Service Casualty Totals
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INACTIVE MEMBERS JUNE 30, 2012 
TABULATED BY ATTAINED AGE 

 
 
Included in the valuation were 22 inactive members.  An inactive member is a member who has left City 

employment with entitlement to a retirement allowance after attaining eligible retirement age. 

 
 

Annual
Attained Estimated

Age No. Allowances

31 1     $   9,490    

39 1         14,068    

41 1         12,121    

43 1         20,905    

49 3         34,256    
50 2         13,906    
51 3         61,617    

55 2         39,908    
56 2         27,998    
57 2         33,703    
58 1         20,073    
59 2         32,565    

65 1         610    

Totals 22     $321,220     
 
 
 
 

Average Age at Deferment:  45.4 years

Average Age Now:  51.9 years  
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ACTIVE MEMBERS JUNE 30, 2012 
TABULATED BY VALUATION DIVISIONS 

 
 
 

Valuation Divisions No. Annual Payroll

General members 127     $6,360,338    
Water and Sewage members 42     2,118,780    
Total Active members* 169     $8,479,118     

 
* Nineteen DROP participants are included in the Active demographic data. 
 

 
NUMBER ADDED TO AND REMOVED FROM ACTIVE MEMBERSHIP 

 
 

Active
Year Members

Ended End of
June 30 A E E A E A E A E Year

1998 26  27  4 * 2.0  2 0.8 1 0.7 20  9.7  219
1999 24  19  7 3.0  1 0.5 0 0.3 11  14.3  224
2000 22  22  3 1.7  1 0.5 0 0.3 18  16.1  224
2001 12  12  5 3.1  0 0.5 0 0.3 7  15.7  224
2002 21  11  1 2.9  0 0.6 0 0.3 10  13.5  234

2003 11  12  4 1.8  0 0.6 1 0.4 7  13.8  233
2004 3  10  4 2.8  0 0.6 0 0.4 6  12.3  226
2005 10  16  8 3.2  1 0.6 0 0.4 7  9.3  220
2006 12  12  1 3.2  2 0.6 0 0.4 9  9.1  220
2007 6  13  9 4.1  0 0.6 0 0.5 4  9.1  213

2008^ 15  16  8 4.7  0 0.6 1 0.4 7  7.3  212
2009^ 8  17  10 5.3  0 0.6 0 0.4 7  8.0  203
2010^ 6  27  14 4.9  1 0.6 0 0.4 12  7.5  182
2011^ 11  22  11 4.9  1 0.5 0 0.4 10  6.5  171
2012^ 10  12  5 3.1  0 0.4 0 0.3 7  6.4  169

15 yr total 197  248  94  50.7  9  8.6  3  5.9  142  158.6  

OtherDied-in-
Terminations During Year

During Year
Number Added

WithdrawalService
A

Retirement
Normal

Retirement
Disability

 
 

* Early Retirement Window provision in effect. 
A Represents actual number. 
E  Represents expected number. 
^ DROP participants are included in the Active demographic data. 
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COMPARATIVE SCHEDULE 

 
 

Valuation
Date Water & Valuation

June 30 Gen. Sewage Totals Payroll Pay

1978 238 51 289 $ 4,055,323 39.7  yrs. 7.5  yrs. $   14,032
1979 212 52 264 4,004,099 40.5  7.9  15,167
1980 217 54 271 4,451,749 40.2  7.9  16,427
1981 207 52 259 4,493,263 40.1  8.3  17,348
1982 177 49 226 4,351,707 42.0  9.3  19,255

1983 173 50 223 4,360,458 41.7  9.2  19,554
1984 177 51 228 4,354,598 41.4  9.0  19,099
1985 177 53 230 4,410,736 41.9  8.8  19,177
1986 159 51 210 4,202,038 42.1  8.9  20,010
1987 174 56 230 4,712,739 40.9  7.8  20,490

1988 190 55 245 5,375,660 40.5  7.8  21,941
1989 200 53 253 5,825,891 40.0  7.7  23,027
1990 199 56 255 5,968,351 40.1  7.8  23,405
1991 203 57 260 6,189,771 40.6  8.3  23,807
1992 196 58 254 6,468,519 41.7  8.9  25,467

1993 194 53 247 6,978,480 42.5  9.7  28,253
1994 170 50 220 6,285,127 41.3  8.5  28,569
1995 169 50 219 6,608,549 42.3  9.1  30,176
1996 169 50 219 7,021,952 42.3  9.9  32,064
1997 168 52 220 7,340,045 43.7  10.5  33,364

1998 169 50 219 7,339,189 43.7  10.2  33,512
1999 175 49 224 7,784,073 43.8  10.0  34,750
2000 175 49 224 8,338,326 43.9  10.2  37,225
2001 177 47 224 8,532,237 44.6  10.5  38,090
2002 181 53 234 9,256,930 45.1  10.8  39,560

2003 182 51 233 9,691,157 45.7  11.3  41,593
2004 174 52 226 9,599,830 46.4  12.0  42,477
2005 169 51 220 9,599,573 46.7  12.4  43,634
2006 169 51 220 10,090,797 47.5  12.8  45,867
2007 163 50 213 10,119,228 47.8  13.1  47,508

2008* 160 52 212 10,295,133 47.6  13.0  48,562
2009* 156 47 203 10,183,663 47.9  13.2  50,166
2010* 139 43 182 8,968,814 48.3  13.3  49,279
2011* 127 44 171 8,169,376 47.7  13.2  47,774
2012* 127 42 169 8,479,118 48.0  13.5  50,172

Active Members

Age
Average

Service

 
 
*  DROP participants are included in the Active demographic data. 
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GENERAL ACTIVE MEMBERS AS OF JUNE 30, 2012 
BY ATTAINED AGE AND YEARS OF SERVICE 

 
 
 

Attained Valuation
Age 0-4 5-9 10-14 15-19 20-24 25-29 30 Plus No. Payroll

20-24   1     1     $     27,336  
25-29   2     2     65,607  
30-34   7     1     8     311,478  
35-39   4     5     7     1     17     788,725  
40-44   5     6     4     1     16     864,072  
45-49   2     3     6     4     5     6     26     1,353,929  
50-54   7     7     2     2     3     1     22     1,059,678  
55-59   2     1     3     4     3     5     1     19     1,129,492  

60 1     2     1     2     6     277,213  
61 2     4     6     344,309  
62 1     1     22,895  
63 1     1     41,518  
64 1     1     2     74,086  

Totals 24     24     32     12     11     22     2     127     $6,360,338  

Totals
Years of Service to Valuation Date

 
 

While not used in the financial computations, the following group averages are computed and shown 

because of their general interest.  Thirteen active DROP participants are included with the active 

demographic data.  The DROP participant’s annual benefits are $415,198 in total. 

 

Age: 47.7 years

Service: 13.9 years

Annual Pay: $50,081
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WATER AND SEWAGE ACTIVE MEMBERS AS OF JUNE 30, 2012 
BY ATTAINED AGE AND YEARS OF SERVICE 

 
 
 

Attained Valuation
Age 0-4 5-9 10-14 15-19 20-24 25-29 30 Plus No. Payroll

20-24   
25-29   2     1     3     $    114,819  
30-34   1     1     1     3     123,514  
35-39   1     1     38,467  
40-44   1     1     1     1     4     183,532  
45-49   5     1     3     2     11     646,948  
50-54   1     2     2     1     6     300,339  
55-59   1     3     4     218,454  

60 2     1     2     5     233,531  
61 1     1     47,669  
62 2     1     3     172,328  
63
64 1     1     39,179  

Totals 13     4     8     7     9 1     0 42     $2,118,780  

Totals
Years of Service to Valuation Date

 
 
 
 
While not used in the financial computations, the following group averages are computed and shown 

because of their general interest. Six active DROP participants are included with the active demographic 

data. The DROP participant’s annual benefits are $90,864 in total. 

 

Age: 49.1 years
Service: 12.1 years

Annual Pay: $50,447  
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ASSET INFORMATION 

SUBMITTED FOR VALUATION 
 

Cash & Equivalents $      695,304 Employees' Contributions
Receivables & Accruals 243,265    General $  3,936,218
Stocks 17,318,039    Water & Sewage 983,896
Bonds 9,687,829 Total Employee Contributions 4,920,114
International Securities 4,584,269
Accounts Payable (46,933)

Employer Contributions
Total Current Assets $32,481,773    General 6,691,117

   Water & Sewage (1,532,130)
Total Employer Contributions 5,158,987

Retired Benefit Payments 22,402,672

Undistributed Investment Income none 

Total Reserve Accounts $32,481,773

Reported Assets - Market Value Reserve for

 
 

REVENUES AND EXPENDITURES 
 

Net Available
for Pension

Contribution
Stabilization 

Reserve* Total System

Balance - July 1, 2011 $33,636,645 $0 $33,636,645

Revenues
   Employees' Contributions 665,849 0 665,849
   Employer Contributions 817,748 0 817,748
Investment Income 876,678 0 876,678

Expenditures
   Benefit Payments 3,222,617 3,222,617
   Refund of Member Contributions 105,416 105,416
Expenses 187,114 187,114

Balance  - June 30, 2012 $32,481,773 $0 $32,481,773
 

 
*Beginning with the 2013 valuation, the Contribution Stabilization Reserve will not be shown. 
 
These amounts do not reflect the funding value adjustment of ($364,947).  The derivation of this 

adjustment is on page A-6. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION C 
F U N D IN G  O BJ EC TIV E,  S UMMA RY O F  VA LU ATIO N  
P R O C ES S ,  METH O D S  A N D  A S S U MP TION S   
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BASIC FUNDING OBJECTIVE AND OPERATION 
OF THE RETIREMENT SYSTEM 

 
 
Benefit Promises Made Which Must Be Paid For.  A retirement system is an orderly means of 

handing out, keeping track of, and financing contingent pension promises to a group of employees.  

As each member of the retirement system acquires a unit of service credit they are, in effect, handed 

an "IOU" which reads:  "The Employees Retirement System promises to pay you one unit of 

retirement benefits, payments in cash commencing when you retire." 

 
 
The principal related financial question is:  When shall the money required to cover the "IOU" be 

contributed?  This year, when the benefit of the member's service is received?  Or, some future year 

when the "IOU" becomes a cash demand? 

 
 
The Constitution of the State of Michigan is directed to the question: 

"Financial benefits arising on account of service rendered in each fiscal year shall be 

funded during that year and such funding shall not be used for financing unfunded 

accrued liabilities." 

 
 
This Retirement System meets this constitutional requirement by having the following Funding 

Objective:  To establish and receive contributions, expressed as percents of active member payroll, 

which will remain approximately level from year-to-year and will not have to be increased for future 

generations of taxpayers. 

 
 
Translated into actuarial terminology, a level percent-of-payroll contribution objective means that the 

contribution rate must be at least: 

Normal Cost (the current value of benefits likely to be paid on account of members' 

service being rendered in the current year) 

. . . plus . . . 

Interest of the Unfunded Actuarial Accrued Liability (the difference between the 

actuarial accrued liability and current system assets). 
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If contributions to the Retirement System are less than the preceding amount, the difference, plus 

investment earnings not realized thereon, will have to be contributed at some later time, or, benefits 

will have to be reduced, to satisfy the fundamental fiscal equation under which all retirement systems 

must operate; that is: 

B = C + I - E 

Benefit payments to any group of members and their beneficiaries cannot exceed the 

sum of: 

Contributions received on behalf of the group 

. . . plus . . . 

Investment earnings on contributions received and not required for 

immediate payment of benefits 

. . . minus . . . 

Expenses incurred in operating the System. 

 
There are retirement systems designed to defer the bulk of contributions far into the future.  Lured by 

artificially low present contributions, the inevitable consequence of a relentlessly increasing 

contribution rate -- to a level greatly in excess of the level percent-of-payroll rate -- is ignored.  This 

method of financing is prohibited in Michigan by the state constitution. 

 
A by-product of the level percent-of-payroll contribution objective is the accumulation of invested 

assets for varying periods of time.  Investment income becomes a major contributor to the Retirement 

System, and the amount is directly related to the amount of contributions and investment 

performance. 

 
Computed Contribution Rate Needed to Finance Benefits.  From a given schedule of benefits and 

from the data furnished, the contribution rate is calculated by means of an actuarial valuation - the 

technique of assigning monetary values to the risks assumed in operating a retirement system. 
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THE ACTUARIAL VALUATION PROCESS 
 
 
An actuarial valuation is the process by which a balance between revenues (participant contributions, 

employer contributions and investment income) and obligations (benefits and expenses) is 

determined and its actuarial condition is measured. 

 
 
The flow of activity constituting the valuation may be summarized as follows: 

A.  Covered person information about: 

  - each person receiving pension payments 

  - each former participant with a vested pension not yet payable 

  - each former participant who is not vested and has not claimed a member 
contribution refund 

  - each active participant 

 
B. + Financial Information (assets, revenues, and expenditures) 
 
C. + Benefit Provisions (Retirement Ordinance) 
 
D. + Experience Estimates about the volume and incidence of future activities 
 
E. + Actuarial Cost Method for allocating costs to time periods 

 
F. + Mathematically combining the person information, financial information, benefit 

provisions, experience estimates and actuarial cost method 

 
G. = Determination of: 
 
  - contribution rate for the plan year 
 
  - current funded condition 
 
 
 
 
Items A, B and C are furnished by the pension office and constitute the current known information 

about the System.  Since the majority of activities will occur in the future, estimates must be made 

about these future activities (Item D). 
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Demographic assumptions are generally selected on the basis of the System's historical activity, 

modified for expected future differences.  Past activity of funds which are similar in nature to the 

fund being valued may be utilized if fund data or activities are insufficient to be reliable. 

 

Fiscal assumptions, on the other hand, do not lend themselves to prediction on the basis of historical 

activity -- the reason being that both salary increases and investment return are impacted by inflation.  

Inflation defies reliable prediction.  Fiscal assumptions are generally selected on the basis of what 

would be expected to occur in an inflation-free environment and then both are increased by some 

provision for long-term inflation. 

 

This is a case where two wrongs may make a right.  If inflation is higher than expected it will 

probably result in actual rates of salary increase and investment return which exceed the assumed 

rates.  Salaries increasing faster than expected result in unexpected costs.  Investment return 

exceeding the assumed rate result in unanticipated assets.  To a large degree the additional assets will 

offset the additional cost over the long-term. 

 

 

Once items A, B, C and D are available, the actuarial valuation process begins.  The first step is to 

determine the plan's total actuarial present value for individuals in each of the 3 covered person 

categories. 

 
Retired members now receiving monthly payments; 

Vested terminated members not yet at retirement age; 

Active members. 

 
 
The actuarial present value is the value today, after taking into account the probabilities of payment 

and the effect of time, of System promises to pay benefits in the future on the basis of both service 

already completed and projected future service. 
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ACTUARIAL COST METHOD 

 
 
The total actuarial present value is allocated between projected future service and completed service 

by the actuarial cost method (Item E) -- the individual entry-age method is being utilized for this 

valuation.  The portion of the total actuarial present value allocated to projected future service is the 

actuarial present value of future normal cost -- normal cost being the series of annual costs, from 

entry-age to retirement age, which will accumulate to the actuarial present value of the individual's 

benefit at the time of retirement or death.  The remainder of the total actuarial present value is the 

actuarial accrued liability. 
 
At this stage determination has been made of: 

1. The total actuarial present value;  

2. The actuarial present value of future normal cost; and 

3. The actuarial accrued liability. 
 
In the typical plan, the actuarial accrued liability may not be covered by the plan's accrued assets -- 

leaving an unfunded actuarial accrued liability.  If the plan's accrued assets equal or exceed the 

actuarial accrued liability, the plan's accrued obligations are said to be "fully funded." 
 
 
The next step in the valuation process is a determination of the contribution rate (Item G) required to 

support System benefits in accordance with the funding objective (page A-1). 
 
The contribution rate is determined in two basic components: 

1. The normal cost component; and 

2. The component which will finance (pay off) the unfunded actuarial accrued 

liability over the periods indicated on page A-2. 
 
The unfunded actuarial accrued liability (UAAL) was determined using the funding value of 

assets and actuarial accrued liability calculated as of the valuation date.  The UAAL 

amortization payment (one component of the contribution requirement), is the level percent of 

pay required to fully amortize the UAAL over a 30 year period beginning on the date 

contributions determined by this report are scheduled to begin.  This UAAL payment reflects 

any payments expected to be made between the valuation date and the date contributions 

determined by this report are scheduled to begin. 
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ACTUARIAL ASSUMPTIONS USED FOR THE VALUATION 
 
 
Funding objective contribution requirements and actuarial present values are calculated by applying 

estimates of future System activities (actuarial assumptions) to the benefit provisions and people 

information of the fund, using the actuarial cost method described on page C-5. 

 
The principal areas of activity which require estimates are: 

(i) rates of inflation impacting assets of the System and active member pays 

(ii) long-term rates of investment return to be generated by the assets of the System 

(iii) rates of salary increases to members 

(iv) rates of mortality among members, retirants and beneficiaries 

(v) rates of withdrawal of active members 

(vi) rates of retirement due to age and service 

(vii) rates of disability among members 
 
 
In making a valuation, the monetary effect of each activity is calculated for as long as a present 

covered person survives - - - a period of time which can be as long as a century. 

 
 

Actual activities of the Retirement System will not coincide exactly with estimated activities due to 

the nature of the activities.  Each valuation provides a complete recalculation of estimated future 

activities and takes into account the effect of differences between estimated and actual activities to 

date.  The result is a continual series of adjustments (usually small) to the computed contribution 

rate.  From time-to-time one or more of the estimates are modified to reflect experience trends (but 

not random or temporary year-to-year fluctuations). 
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The investment return rate used for valuation calculations was 7.5% net of expenses, compounded 

annually. This rate is not the assumed real rate of return (return in excess of inflation) on Retirement 

System assets. The assumed real rate of return is approximately 5.0% a year. 

 
 
This assumption is used to equate the value of payments due at different points in time and was first 

used for the June 30, 2012 valuation.  Approximate investment returns, for the purpose of 

comparisons with assumed returns, have been as follows: 

 
 

Nominal rate 3.0 % 1.3 % 0.8 % 0.1 % 5.6 %
Inflation rate 1.7 3.6 1.1 (1.4) 5.0
Real rate 1.3 (2.3) (0.3) 1.5 0.6

2008
Year Ended June 30

2012 2011 2010 2009

 
 
 
These rates of return should not be used for measurement of an investment advisor's performance or 

for comparisons with other systems - to do so will mislead. 

 
 
Salary increase rates used to project current pays to those upon which a benefit will be based are 

represented by the following table and were first used for the June 30, 2012 valuation. 

 
 

Sample Ages

20 3.00 % 4.00 %
25 3.00 3.50 
30 3.00 2.90 
35 3.00 2.30 
40 3.00 1.70 
45 3.00 1.20 
50 3.00 1.00 
55 3.00 0.50 
60 3.00 0.00 

Annual Rate of Salary Increase for Sample Ages

Economic
Base

Longevity
Merit and
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The salary increase assumptions will produce 3.00% annual increases in active member payroll (the 

base rate) given a constant active member group size.  This is the same payroll growth assumption 

used to amortize unfunded actuarial accrued liability. 

 

 
Changes actually experienced in average pay and total payroll have been as follows: 

 
 

5 Year
2012 2011 2010 2009 2008 Average

Average pay 5.0% (3.1)% (1.8)% 3.3% 2.2% 1.1% 
Total payroll 3.8% (8.9)% (11.9)% (1.1)% 1.7% (3.3)%

Year Ending

 
 
 
 
The mortality table used was the RP 2000 Mortality Table projected to 2017 using scale BB.  The 

base table is the RP 2000 Combined Mortality Table projected to the valuation date, and the 

provision for future mortality improvement is the additional projection to 2017 with scale BB.  This 

table was first used for the June 30, 2012 valuation.  Sample values follow: 

 
 

Sample
Ages Men Women Men Women

55 $136.94  $141.13  28.05     30.61     
60 127.75  132.83  23.61     26.04     
65 116.60  122.58  19.42     21.70     
70 103.45  110.58  15.53     17.68     
75 88.49  96.98  12.00     14.02     
80 72.49  82.01  8.93     10.76     

Expectancy (Years)
Future Life

$1 Monthly for Life
Value of

 
 
 
This assumption is used to measure the probabilities of members dying before retirement and the 

probabilities of each benefit payment being made after retirement. 

 

Post-Disabled mortality is set forward 10 years. 
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The rates of retirement used to measure the probability of eligible members retiring during the next 

year were as follows: 

Retirement Ages

50 15 %
51 15
52 15
53 15
54 15

55 15
56 15
57 15
58 15
59 15

60 15
61 15
62 18
63 20
64 22

65 35
66 30
67 30
68 30
69 40

70 100

Percent Retiring

 
 

 

Members are eligible for retirement with 30 or more years of service, or age 55 with 25 years of 

service, or after attaining age 60 with 10 or more years of service. 
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Rates of separation from active membership are represented by the following table (rates do not 

apply to members eligible to retire and do not include separation on account of death or disability):  

This assumption measures the probabilities of members remaining in employment. 

 

Service Based
Years of service: 0 20.00 %

1 15.00
2 12.00
3 10.00
4 7.00

Age Based
Sample Ages: 25 6.30

30 5.78
35 4.62
40 1.94
45 1.31
50 1.31
55 1.31
60 1.31

Separating within Next YearBasis
% of Active Members
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MISCELLANEOUS AND TECHNICAL ASSUMPTIONS 
 
 
Marriage Assumption: 90% for purposes of death-in-service benefits and 80% for 

deaths after retirement. 
  
Pay Increase Timing: Beginning of (Fiscal) year. This is equivalent to assuming that 

reported pays represent amounts paid to members during the 
year ended on the valuation date. 

  
Decrement Timing: Decrements of all types are assumed to occur mid-year. 
  
Eligibility Testing: Eligibility for benefits is determined based upon the age nearest 

birthday and service nearest whole year on the date the 
decrement is assumed to occur. 

  
Benefit Service: Exact fractional service is used to determine the amount of 

benefit payable. 
  
Decrement Relativity: Decrement rates are used directly from the experience study, 

without adjustment for multiple decrement table effects. 
  
Decrement Operation: Disability and mortality decrements do not operate during the 

first 5 years of service.  Disability and turnover do not operate 
during retirement eligibility.  

  
Normal Form of Benefit: The normal form of benefit is the straight life form.  
  
Option Factors: Option factors are based upon 6% interest and the RP 2000 

Mortality Table projected to 2017 using scale BB, with 64% 
unisex blend.  

  
Incidence of Contributions: Contributions are assumed to be received continuously 

throughout the year based upon the computed percent of payroll 
shown in this report, and the actual payroll payable at the time 
contributions are made.  New entrant normal cost contributions 
are applied to the funding of new entrant benefits.  

 
DROP Members: 

 
Beginning with the June 30, 2012 valuation, members participating 
in the DROP are valued as having retired.  Employer contributions 
are assumed to continue to be based on DROP and non-DROP 
payroll. 
 

Other Liability Adjustments: None. 
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GLOSSARY 

 
 
ACCRUED SERVICE:  Service credited under the System which was rendered before the date of the 

actuarial valuation. 

 
 
ACTUARIAL ACCRUED LIABILITY:  The difference between the actuarial present value of future 

benefit payments and the actuarial present value of future normal costs.  Also referred to as "accrued 

liability" or "past service liability." 

 
 
ACTUARIAL ASSUMPTIONS:  Estimates of expected future experience with respect to rates of 

mortality, disability, turnover, retirement, rate or rates of investment income and salary increases.  

Decrement assumptions (rates of mortality, disability, turnover and retirement) are generally based 

on past experience, often modified for projected changes in conditions.  Economic assumptions 

(salary increases and investment income) consist of the underlying rate in an inflation-free 

environment plus a provision for a long-term average rate of inflation. 

 
 
ACTUARIAL COST METHOD:  A mathematical budgeting procedure for allocating the dollar amount 

of the "actuarial present value of future benefit payments" between future normal costs and actuarial 

accrued liabilities.  Sometimes referred to as the "actuarial cost method." 

 
 
ACTUARIAL EQUIVALENT:  A single amount or series of amounts of equal actuarial present value to 

another single amount or series of amounts, computed on the basis of appropriate actuarial 

assumptions. 

 
 
ACTUARIAL PRESENT VALUE:  The amount of funds currently required to provide a payment or 

series of payments in the future.  It is determined by discounting future payments at predetermined 

rates of interest, and by probabilities of payment.  Also referred to as "present value." 
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AMORTIZATION:  Paying off an interest-discounted amount with periodic payments of interest and 

principal -- as opposed to paying it off with a lump sum payment. 

 
 
EXPERIENCE GAIN (LOSS):  The difference between actual costs and assumed actuarial costs -- 

during the period between two valuation dates. 

 
 
FUNDING VALUE (OF ASSETS):  The value of assets used in the actuarial valuation.  Typically cost 

value with an adjustment toward market. 

 
 
NORMAL COST:  The actuarial cost allocated to the current year by the actuarial cost method.  

Sometimes referred to as "current service cost." 

 
 
UNFUNDED ACTUARIAL ACCRUED LIABILITY:  The difference between the actuarial accrued 

liabilities and the actuarial value of system assets.  Sometimes referred to as "unfunded past service 

liability," "unfunded accrued liability" or "unfunded supplemental present value.” 

 
 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION D 
D IS C LO S U R ES  R EQ U IR ED  B Y S TATEME N T N O .  25  
O F  TH E G O VER N MEN TA L A C C O U N TING  
S TA N D A R D S  B O A R D  
 
 
 
 
 
This information is presented in draft form for review by the System’s auditor.  Please 
let us know if there are any items that the auditor changes so that we may maintain 
consistency with the System’s financial statements. 
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GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENTARY INFORMATION 

 
 
The information presented in the required supplementary schedules was determined as part of the actuarial 

valuations at the dates indicated.  Additional information as of the latest actuarial valuation follows: 

 
 

Valuation date June 30, 2012 
  
Actuarial Cost Method Entry-Age 
  
Amortization Method Level percent 
  
DROP amortization period 10 years closed 
  
Remaining UAAL amortization period 30 years open 
  
Asset valuation method 4 year smoothed market 
  
Actuarial assumption:  

Investment rate of return 7.50% 
Projected salary increases 3.00% -  7.00% 
Includes inflation at 3.00% 
Cost-of-living adjustments none 

 
 
 
Membership of the plan consisted of the following at June 30, 2012, the date of the latest actuarial 

valuation: 

 
 

Retirees and Beneficiaries receiving benefits 173 
  
Terminated plan members entitled  

to but not yet receiving benefits 22 
  
Active plan members 169 
  
Total 364 
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GASB STATEMENT NO. 25 

REQUIRED SUPPLEMENTARY INFORMATION 
 
 

Schedule of Funding Progress 
 
Actuarial UAAL as a
Valuation Actuarial Actuarial Accrued Unfunded % of

Date Value of Liability (AAL) AAL Funded Covered Covered
June 30 Assets Entry-Age (UAAL) Ratio Payroll Payroll

2004 $32,918,856 $31,416,866     $  (1,501,990) 104.8% $  9,599,830 (15.6)%   
2005 32,394,793 33,015,690     620,897 98.1% 9,599,573 6.5%    
2006 31,867,085 35,019,132     3,152,047 91.0% 10,090,797 31.2%    
2007 34,235,883 38,091,410     3,855,527 89.9% 10,119,228 38.1%    
2008 35,618,029 40,906,566     5,288,537 87.1% 10,295,133 51.4%    

2009 34,970,792 42,854,575     7,883,783 81.6% 10,183,663 77.4%    
2010 34,124,162 43,283,357     9,159,195 78.8% 8,968,814 102.1%    
2011 32,985,594 43,916,224     10,930,630 75.1% 8,169,376 133.8%    
2012 32,116,826 45,447,518     13,330,692 70.7% 8,479,118 157.2%    
 2012* 32,116,826 48,321,325     16,204,499 66.5% 8,479,118 191.1%     

 
* After changes in actuarial methods and assumptions. 

 
 

Schedule of Employer Contributions 
 

Fiscal Contribution Rates Computed Dollar
Year Ended as Percents of Contribution Based Actual Annual

June 30 Valuation Payroll on Projected Payroll Contributions

2005 3.93% $413,924        $388,706     
2006 5.60% 584,257        572,520     
2007 6.92% 721,955        722,422     
2008 7.59% 832,376        803,042     
2009! 7.65% 841,320        793,649     

2010 7.72% 863,777        750,439     
2011 8.54% 945,179        786,824     
2012 9.21% 861,134        817,748     
2013 9.92% 880,750        

 2014* 12.52% 1,126,236         
 

! Revised after the June 30, 2007 valuation to reflect the adoption of the DROP. 
* After changes in actuarial methods and assumptions. 



 

 

 
 
 
 
 
 
 
 
 
 
 
March 27, 2013 
 
 
 
 
Ms. Sandy Sykes 
City of Jackson Employees 
     Retirement System 
161 West Michigan Avenue 
Jackson, Michigan  49201-1324 
 
Dear Ms. Sykes: 
 
Enclosed are 12 copies of the Sixty-Seventh Annual Actuarial Valuation report of the City of Jackson 
Employees Retirement System. 
 
Sincerely, 
 
 
 
David T. Kausch 
 
DK:bd 
Enclosures 
 
cc: The Rehman Group (+1 report copy) 
 Attn:  Mr. Mark Ketner 
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March 27, 2013 
 
 
 
 
Ms. Sandy Sykes 
Pension Coordinator 
City of Jackson 
161 W. Michigan Avenue 
Jackson, MI 49201-1303 
 
Re:  City of Jackson Act 345 Policemen and Firemen Retirement System Proposals 
 
Dear Ms. Sykes: 
 
Enclosed is a supplemental actuarial valuation to measure the financial effect of proposed 
funding method changes for the City of Jackson Act 345 Policemen and Firemen 
Retirement System. 
 
If you have any questions regarding our calculations, please contact us. 
 
Sincerely, 
 
 
 
David T. Kausch, FSA, EA, MAAA 
 
 
 
 
Abra D. Hill, ASA, MAAA 
 
DTK/ADH:ah 
Enclosures 
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CITY OF JACKSON ACT 345 POLICEMEN AND FIREMEN RETIREMENT SYSTEM 

SUPPLEMENTAL ACTUARIAL VALUATION 
AS OF JUNE 30, 2012 

 

SUBMITTED TO: The Retirement System Board 
 

DATE: March 27, 2013 
 
SUBMITTED BY: David T. Kausch, FSA, EA, MAAA 
 Gabriel, Roeder, Smith & Company  
 
 Abra D. Hill, ASA, MAAA 
 Gabriel, Roeder, Smith & Company 
 
 

 
This report contains the results of a supplemental actuarial valuation, requested by the City of Jackson 
Act 345 Policemen and Firemen Retirement System Board to measure the financial effect of proposed 
funding method changes.  The actuaries issuing this report are independent of the plan sponsor, are 
Members of the American Academy of Actuaries, and meet the Qualification Standards of the American 
Academy of Actuaries to render the actuarial opinion contained herein.  
 
The date of this valuation was June 30, 2012.  Supplemental valuations do not predict the result of future 
actuarial valuations.  (Future activities can affect future valuation results in an unpredictable manner.)  
Rather, supplemental valuations give an indication of the probable effect of the method changes on 
future valuations without comment on the complete end result of the future valuations. 
 
The valuation was based on actuarial data submitted for the June 30, 2012 annual actuarial valuation and 
actuarial methods as of June 30, 2012.  Valuation assumptions are based on the June 30, 2012 valuation.  
In particular: 
 

 The assumed rate of interest was 7.75%. 
 The assumed rate of wage inflation was 4.25%. 
 The valuation method was the entry age actuarial cost method. 

 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements 
(such as the end of an amortization period or additional cost or contribution requirements based on the 
plan’s funded status); and changes in plan provisions or applicable law.   
 
This report should not be relied on for any purpose other than the purpose described above.  This report 
is intended for use by the Board and may be provided to parties other than the Board only in its entirety 
and only with permission of the Board. 
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CITY OF JACKSON ACT 345 POLICEMEN AND FIREMEN RETIREMENT SYSTEM 

SUPPLEMENTAL ACTUARIAL VALUATION 
AS OF JUNE 30, 2012 

 

Present Funding Method 
 
Unfunded Actuarial Accrued Liabilities will be amortized as a level percent of payroll over a 15 year 
open period for both active and retired liabilities. 
 

Proposed Funding Method 
 
Unfunded Actuarial Accrued Liabilities will be amortized as a level percent of payroll over a 20 year 
open period for active liabilities and over a 15 year closed period for retired liabilities. 
 

Actuarial Statement 
 
The effect of the proposed change to the amortization period for the fiscal year beginning July 1, 2013 
would be as follows: 
 

Contributions for Fiscal Year Ending June 30, 2014 June 30, 2014

Normal Cost
    Age & service 17.14 % 17.14 %
    Casualty 2.11 2.11
    Refunds 1.00 1.00
        Total 20.25 20.25

Member contributions 10.82 10.82

Employer Normal Cost 9.43 9.43

Unfunded Actuarial Accrued Liability
    Retirants and beneficiaries 29.22 29.22
    Active members 27.58 22.29
        Total 56.80 51.51

Computed Employer Rate 66.23 % 60.94 %
Employer Dollar Contribution $3,012,344 $3,273,947

Present Method Proposed Method
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CITY OF JACKSON ACT 345 POLICEMEN AND FIREMEN RETIREMENT SYSTEM 

SUPPLEMENTAL ACTUARIAL VALUATION 
AS OF JUNE 30, 2012 

 
Actuarial Statement (Concluded) 

 
The proposed financing arrangement is a reduction in contributions from the current funding policy.  
Any reduction in contributions to an underfunded plan should be monitored closely to avoid adverse 
effects on the System. 
 
RECERTIFICATION:  This supplemental report recertifies the Annual Required Contribution for the 
fiscal years ending June 30, 2014, subject to Board approval. 
 
The revised Annual Required Contribution for the fiscal year ending June 30, 2014 is 60.94% of payroll 
and projected to be $3,012,344 with an amortization period of 20 years for active and 15 years for retiree 
unfunded liabilities, superseding the amount as determined by the June 30, 2012 valuation (issued 
February 14, 2013). 
 
The amortization period for future valuations will be an open 20-year period for active and a closed 14-
year period for retiree unfunded actuarial accrued liability beginning with the June 30, 2013 valuation 
which will determine the Annual Required Contribution for the fiscal year ending June 30, 2015. 
 

Comments 
 
Comment 1 — No statement in this report is intended to be interpreted as a recommendation in favor of 
this change.  This plan is underfunded with a funded ratio of 49.3% as of June 30, 2013.  Any reduction 
in contributions to an underfunded plan should be monitored closely to avoid adverse effects on the 
System. 
 
Comment 2 – The calculations are based upon assumptions regarding future events, which may or may 
not materialize.  It is important to note that a projection is not a prediction of future events, rather it 
represents the expected outcome of the actuarial model.  Actual experience over time will differ. 



 

 
 
 
 
February 14, 2013 
 
 
 
 
The Board of Trustees 
City of Jackson Act 345 
Policemen and Firemen Retirement System 
Jackson, Michigan 
 
The results of the June 30, 2012 Annual Actuarial Valuation of the City of Jackson Act 345 Policemen 
and Firemen Retirement System are presented in this report.   
 
This report was prepared at the request of the Board and is intended for use by the Retirement System 
and those designated or approved by the Board.  This report may be provided to parties other than the 
System only in its entirety and only with the permission of the Board. 
 
The purpose of the valuation is to measure the System’s funding progress, to determine the employer 
contribution rate for the fiscal year ending June 30, 2012, and to determine the actuarial information for 
Governmental Accounting Standards Board (GASB) Statement No. 25 and No. 27.   
 
The actuaries submitting this statement are members of the American Academy of Actuaries and meet 
the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein. 
 
Please see the following page for additional disclosures required by the Actuarial Standards of Practice.   
 
This report has been prepared by actuaries who have substantial experience valuing public employee 
retirement systems. To the best of our knowledge the information contained in this report is accurate and 
fairly presents the actuarial position of the City of Jackson Act 345 Policemen and Firemen Retirement 
System as of the valuation date.  All calculations have been made in conformity with generally accepted 
actuarial principles and practices, and with the Actuarial Standards of Practice issued by the Actuarial 
Standards Board.  
 
Respectfully submitted, 
 

 
 
David T. Kausch, FSA, EA, MAAA 
 
 
 
Abra D. Hill, ASA, MAAA 
 
DTK/ADH:sc 

 



 

 
Additional Disclosures Required by Actuarial Standards of Practice 
 
 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements (such 
as the end of an amortization period or additional cost or contribution requirements based on the plan’s 
funded status); and changes in plan provisions or applicable law. Due to the limited scope of the actuary’s 
assignment, the actuary did not perform an analysis of the potential range of such future measurements. 
 
This report should not be relied on for any purpose other than the purpose described herein.  
Determinations of the financial results associated with the benefits described in this report in a manner 
other than the intended purpose may produce significantly different results. 
 
The signing actuaries are independent of the plan sponsor. 
 
The valuation was based upon information furnished by the City, concerning Retirement System benefits, 
financial transactions, plan provisions and active members, terminated members, retirees and 
beneficiaries.  We checked for internal and year-to-year consistency, but did not otherwise audit the data.  
We are not responsible for the accuracy or completeness of the information provided by the City. 
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EXECUTIVE SUMMARY 
($ IN MILLIONS) 

 

 

Valuation Date June 30, 2011 June 30, 2012

Fiscal Year Ending June 30, 2013 June 30, 2014

Recommended Employer Contributions
Annual Amount $  2,870,342 $  3,273,947
Percentage of Covered Payroll 57.05% 66.23% 

Membership
Number of

Active Members 70 62
Retirees and Beneficiaries 158 163
Inactive, Non-retired Members 5 6
Total 233 231

Total Pensions Being Paid $  3,942,527 $  4,187,834

Assets
Market Value $34,626,948 $31,188,191
Actuarial Value 33,801,498 32,257,445
Return on Market Value 24.0% (5.4%)
Return on Actuarial Value 0.7% 0.2% 
Ratio - Actuarial Value to Market Value 97.6% 103.4% 

Actuarial Information
Normal Cost % 20.20% 20.25% 
Actuarial Accrued Liability (AAL) 62,431,199 65,436,998
Unfunded Actuarial Accrued Liability (UAAL) 28,629,701 33,179,553
Funded Ratio 54.1% 49.3% 
Amortization Period 15 years 15 years  

 
 
Highlights/Changes 

    The contribution as a dollar amount increased over the prior year.  The increase was largely due to 

recognized investment losses and greater than expected increases in active member salaries. 

     
The Executive Summary gives an overview of the report.  It cannot be used as a substitute for a 

thorough reading of the full report. 
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EXECUTIVE SUMMARY 
 
 
Actuarial Valuation 
 
This report presents the actuarial valuation of the City of Jackson Act 345 Policemen and Firemen 

Retirement System prepared as of June 30, 2012. Valuations are prepared annually as of July 1 of 

each year; the first day of the City of Jackson Act 345 Policemen and Firemen Retirement System 

plan and fiscal year. 

 
The primary purposes of the valuation report are to measure the plan’s liabilities to determine the 

required employer contribution rate based upon the System’s funding policy and to analyze changes 

in the City of Jackson Act 345 Policemen and Firemen Retirement System’s actuarial position. 

 
In addition, the report provides information in connection with the Governmental Accounting 

Standards Board Statement No. 25 (GASB No. 25), and it provides summaries of the member data, 

financial data, plan provisions, and actuarial assumptions and methods. 

 
 
Financing Objectives 
 
The City of Jackson Act 345 Policemen and Firemen Retirement System is supported by member 

contributions, employer contributions, and net earnings on the investments of the fund. The member 

contribution rate is set at 12.99% of pay for firefighters, 11.24% for police officers, and 10.95% for 

police command, while the employer contribution is determined by the actuarial valuation. 

 
The combined member and employer contributions are intended to be sufficient to pay the normal 

cost and to amortize the Unfunded Actuarial Accrued Liability (UAAL) over a period of 15 years.   
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EXECUTIVE SUMMARY 

 
 
Contribution Requirement 
 
The computed employer contribution for the fiscal year ending June 30, 2013 is $3,273,947, or 

66.23% of projected covered payroll. 

 
Funded Status 
 
As of the valuation date, the Unfunded Actuarial Accrued Liability (UAAL) was $33,179,553, and the 

funded ratio (the ratio of the Actuarial Value of Assets to the Actuarial Accrued Liability) was 49.3%. 

At the time of last year’s valuation, the UAAL was $28,629,701, and the funded ratio was 54.1%. See 

page A-6 for an analysis of the actuarial gains and losses over the last year and page A-5 for a history 

of the funded ratios. 

 
 
Variability of Future Contribution Rates 
 
The Actuarial Cost Method used to determine the contribution rate is intended to produce contribution 

rates which are generally level as a percent of payroll. Even so, when experience differs from the 

assumptions, as it often does, the employer’s contribution rate can vary significantly from year-to-

year. 

 

We have included a 10-year projection of principle valuation results on page A-10. 
 
Benefit Provisions 
 
This valuation reflects benefits promised to members as reported to us by the System’s administrator. 

Effective July 1, 2012, new hires to Police Patrol (Non-Supervisory) positions will enter a hybrid 

plan.  A brief summary of the defined benefit portion of this hybrid plan are a multiplier of 1.5% for 

the first 25 years of service, a 1% multiplier for each year of service thereafter, a member contribution 

rate of 4.75% of pay, overtime shall be excluded from final average compensation, the duty disability 

pension is 66-2/3% of final average compensation to age 55, and the non-duty disability pension is the 

same formula as service retirement payable to age 55.   

 

For purposes of this valuation, the hybrid plan was not reflected.  A complete list of plan provisions 

included in the valuation can be found in Section B. 
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EXECUTIVE SUMMARY 

 
 
Actuarial Assumptions and Methods 
 
In determining costs and liabilities, actuaries use assumptions about the future, such as rates of salary 

increase, probabilities of retirement, termination, death and disability, and an investment return 

assumption. The Board of Trustees sets the actuarial assumptions and methods taking into account 

recommendations made by the plan’s actuary and other advisors. The most recent experience study 

reviewing assumptions was for the five-year period ending June 30, 2006. 

 
We believe the assumptions are internally consistent based on the actual experience of the City of 

Jackson Act 345 Policemen and Firemen Retirement System. These actuarial assumptions and 

methods comply with the parameters for disclosure in GASB Statement No. 25. We recommend 

periodic review of assumptions. For a system this size, a full experience study may not be necessary, 

however, certain key assumptions may warrant review, such as rate of salary growth, the expected 

long-term rate of return on assets, mortality rates and the load for annuity withdrawals. 

 
The determinations of the actuarial valuation are dependent on the actuarial assumptions used. Actual 

results can, and almost certainly will, differ as actual experience deviates from the assumptions.  

 

In addition to the actuarial assumptions, the actuary also makes use of an Actuarial Cost Method to 

allocate costs to particular years. In common with most public-sector plans, the City of Jackson Act 

345 Policemen and Firemen Retirement System uses the Entry Age Normal method.  Theoretically, 

this method produces a level pattern of funding over time, (as a percentage of member payroll) and 

thereby provides equity between various generations of tax payers.  We continue to believe this 

method is appropriate for the City of Jackson Act 345 Policemen and Firemen Retirement System. 

 
  



City of Jackson Act 345 Policemen and Firemen Retirement System 5 
 

 
EXECUTIVE SUMMARY 

 
 
Assets 
 
System assets are held in trust. The City of Jackson Act 345 Policemen and Firemen Retirement 

System administrator has provided the asset information used in this valuation. 

 
Page B-8 contains exhibits summarizing the plan’s assets including a summary of the Market Value of 

Assets held by the fund, allocation of assets held for investment, and a reconciliation of the assets 

from the last valuation date to the current valuation date. 

 
Page A-7 shows the development of the Actuarial Value of Assets. The Actuarial Value of Assets is a 

smoothed Market Value. A smoothed value is used in order to dampen some of the year-to-year 

fluctuations in valuation results that would occur if the Market Value were used each year. The 

method used phases in differences between the actual and expected market returns over four years. 

The expected return is determined using the 7.75% assumption and the plan’s Market Value adjusted 

for contributions received and benefits and refunds paid. Both the actual and expected returns are 

computed net of administrative expenses. 

 
The Actuarial Value is currently 103.4% of the Market Value. Over any short time period, a disparity 

between Actuarial Value and Market Value may appear, but in the long-run, we would expect the 

Actuarial Value and the Market Value to continue to track each other fairly closely. 

 
The investment return rate for FY 11/12 on Market Value was (5.38)%, while it was 0.23% on 

Actuarial Value. The primary reason these figures differ is due to large investment losses experienced 

during the previous fiscal year. 

 
The Board may choose to implement a “corridor” restricting the Actuarial Value of Assets to be 

between 80% and 120% (or some other range) of the Market Value of Assets.  In the current 

environment, restricting the Actuarial Value between 80% and 120% of Market will not change the 

Actuarial Value of Assets, as it is already between 80% and 120%. 
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EXECUTIVE SUMMARY 

 
 
Member Data 
 
Among the retired members there were six new retirees, and one death bringing the total for this 

valuation to 163. Active membership had three new members, six members retire, one member retire 

to deferred status, and four members withdraw, leaving a total of 62. The five previously deferred 

members remained deferred, bringing the total to six members. 

 
 
GASB Statement No. 25 Disclosure 
 
The Governmental Accounting Standards Board (GASB) Statement No. 25 governs reporting for 

government-sponsored retirement plans. 

 
For the City of Jackson Act 345, the ARC is defined as the sum of (a) the employer normal cost, and 

(b) the amount needed to amortize the UAAL as a level percentage of payroll over 15 years. 

 
 
GASB Accounting Standards 
 
In June 2012, the GASB approved two new accounting standards for public sector retirement systems 

and governments, Statements Nos. 67 and 68.  These new standards are a significant departure from 

the current standards.  The GASB has stated that accounting standards should be separate from 

funding standards.  In our view, the funding of the Retirement System may continue unchanged.  

However, the new accounting standards will require a separate set of calculations and may require a 

separate report. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION A 
VA LU ATI O N  R ES U LTS ,  C OMMEN TS ,  C O MPA R ATIV E 
IN F O R MATIO N  
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FUNDING OBJECTIVE 
 
 
The funding objective of the Retirement System is to establish and receive contributions throughout the 

working lifetime of the members which when combined with investment earnings, are sufficient to provide 

benefits during retirement. 

 
 
 

CONTRIBUTION RATES 
 
 
The Retirement System is supported by member contributions, City contributions and investment income 

from Retirement System assets. 

 
 
Contributions which satisfy the funding objective are determined by the annual actuarial valuation and are 

sufficient to: 

 
(1) Cover the actuarial present value of benefits allocated to the current year by the actuarial 

cost method described in Section C (the normal cost); and 

 
(2) Finance over a period of future years the actuarial present value of benefits not covered by 

valuation assets and anticipated future normal costs (unfunded actuarial accrued liability). 

 
Computed contribution rates for the fiscal year beginning July 1, 2013 are shown on page A-2. 
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CONTRIBUTIONS TO FUND BENEFITS 
EXPRESSED AS PERCENTS OF ACTIVE MEMBER PAYROLL 

FOR THE FISCAL YEAR BEGINNING JULY 1 
 
 

Contributions for 2012 2013

Normal Cost
    Age & service 17.09 % 17.14 %
    Casualty 2.12 2.11
    Refunds 0.99 1.00
        Total 20.20 20.25

Member contributions 10.78 10.82

Employer Normal Cost 9.42 9.43

Unfunded Actuarial Accrued Liability*
    Retirants and beneficiaries 22.35 29.22
    Active members 25.28 27.58
        Total 47.63 56.80

Computed Employer Rate 57.05 % 66.23 %
Employer Dollar Contribution $3,273,947 $2,870,342  

 
  *  Amortized as a level percent-of-payroll over a period of 15 years for retirants, beneficiaries, and active members.  
 
 

DETERMINING EMPLOYER DOLLAR CONTRIBUTIONS 
 
 
For any period of time, the percent-of-payroll contribution rate needs to be converted to dollars. 
 
The recommended procedure when the population is stable is:  (1) at the end of each payroll period, multiply 

the active member payroll for the period by the employer contribution percent; and (2) promptly contribute 

the dollar amount so determined. 
 
The total active member payroll used for this valuation was $4,548,146.  Applying the computed employer 

contribution rate of 66.23% to this payroll and adjusting for the time lag between June 30, 2012 and the 

assumed contribution date produces a recommended employer contribution of $3,273,947 for FY 13/14. 

 
In an environment when the population is projected to decline by the time contributions are made, we 

recommend contributing the dollar amount shown above. 
 
Actual employer contributions made to the trust for the last completed fiscal year were $2,843,528.   
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In financing the actuarial accrued liability, the valuation assets of $32,257,445 were distributed as shown 

below.  Please see page A-7 for information concerning the derivation of valuation assets. 

 
 

Member Retired
Actuarial Life
Accrued Actuarial Contingency

Reserves for Liability Liability Reserve Totals

Employees' Contributions $6,359,371 $  6,359,371

Employer Contributions $44,495,303 44,495,303 

Retired Benefit Payments (18,597,229) (18,597,229)

Totals $6,359,371 $25,898,074 none $32,257,445

Present Valuation Assets Applied to

 
 
 
 
Assets were applied against actuarial accrued liability in determining unfunded actuarial accrued liability as 

follows: 

 
 

Retired Active
Lives Members Total

Computed Actuarial Accrued Liability $42,966,261 $22,470,737 $65,436,998

Applied Assets 25,898,074 6,359,371 32,257,445 

Unfunded Actuarial Accrued Liability $17,068,187 $16,111,366 $33,179,553  
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FUNDING PROGRESS INDICATORS 

 
 
Although there is no single all-encompassing measure of a retirement system's funding progress and current 

funded status, an aid in understanding funding progress can be achieved using the following indicators: 

 
INDICATOR 1 - The ratio of valuation assets to the actuarial accrued liability (AAL).  The ratio is 

expected to increase in the absence of benefit improvements or strengthening of actuarial assumptions.  Prior 

to 6/30/98, the AAL was computed in accordance with the Pension Benefit Obligation information pursuant 

to the Government Accounting Standards Board (GASB) Statement No. 5, issued November, 1986.  

Beginning with the 6/30/98 valuation, the actuarial accrued liability computed for funding purposes is used, 

pursuant to GASB Statement No. 25, which supersedes Statement No. 5. 

 
INDICATOR 2 - The ratio of the unfunded actuarial accrued liability to member payroll - an inflation 

adjusted funding requirement indicator.  In a soundly financed retirement system, the amount of the 

unfunded actuarial accrued liability will be controlled and prevented from increasing in the absence of 

benefit improvements or strengthening of actuarial assumptions.  However, in an inflationary environment it 

is seldom practical to impose this control on dollar amounts which are depreciating in value.  The ratio is a 

relative index of condition where inflation is present in both items.  The ratio is expected to gradually 

decrease in the absence of benefit improvements and changes in actuarial assumptions. 

 
INDICATOR 3 - The actuarial present value of gains or losses realized in the operation of the Retirement 

System - an experience indicator.  Gains and losses are expected to cancel each other over a period of years 

(in the absence of double-digit inflation) but sizable year-to-year fluctuations are common.  Derivation of the 

experience gain (loss) is shown on page A-6. 

 
The Retirement System’s funding objective is to meet long-term benefit promises through contributions that 

remain approximately level from year-to-year as a percent of active member payroll.  If the contributions to 

the System are level in concept and soundly executed, the System will pay all promised benefits when due -- 

the ultimate indicator of financial soundness. 
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FUNDING PROGRESS INDICATORS - COMPARATIVE SCHEDULE 
($ AMOUNTS IN THOUSANDS) 

Valuation Member Gain
Assets AAL UAAL Payroll (Loss)

1988 $  6,165   $   16,097   38.3 % $   9,932   $2,381   417.1 % $    (719) 
1989 6,724   19,391   34.7 12,668   2,660   476.3 (2,473) 
1990 (b) 7,794   26,223   29.7 18,429   3,801   484.8 (2,341) 
1991 (a) 8,335   27,727   30.1 19,392   4,049   478.9 (127) 
1992 9,670   29,800   32.4 20,130   4,299   468.3 (329) 
1993 10,424   31,447   33.1 21,023   4,502   466.9 (502) 
1994 (a) 11,429   33,668   33.9 22,239   4,778   465.4 (1,084) 
1995 13,099   35,642   36.8 22,543   5,119   440.4 (87) 
1996 15,137   37,030   40.9 21,893   5,381   406.9 810  
1997 17,657   38,022   46.4 20,365   5,498   370.4 1,566  

1998 (a) 21,277   39,553   53.8 18,276   5,697   320.8 2,062  
1999 24,372   40,911   59.6 16,539   5,598   295.5 1,359  
2000 27,748   42,660   65.0 14,912   5,773   258.3 1,336  
2001 29,555   44,126   67.0 14,571   5,942   245.2 24  
2002 (a) 28,906   45,681   63.3 16,775   6,071   276.3 (2,313) 

2003 (a) 27,837   47,131   59.1 19,294   6,213   310.5 (2,486) 
2004 (a) 27,218   49,060   55.5 21,842   6,138   355.8 (2,386) 
2005 (a) 27,761   51,434   54.0 23,673   6,321   374.5 (806) 
2006 29,893   53,569   55.8 23,676   6,598   358.8 (72) 
2007 (a) 33,250   56,554   58.8 23,304   6,421   362.9 812  

2008 (a) 36,003   59,228   60.8 23,225   6,655   349.0 (904) 
2009 (a) 35,907   61,905   58.0 25,998   6,767   384.2 (3,750) 
2010 (a) 35,632   62,211   57.3 26,579   6,236   426.2 (2,267) 
2011 33,801   62,431   54.1 28,630   4,630   618.4 (2,272) 
2012 32,257   65,437   49.3 33,180   4,548   729.6 (4,929) 

Payroll
Ratio to

June 30
Date

Valuation

Ratio
Funded

 

(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods.  
(b) Includes transfers from Old Plan through March, 1991. 
AAL  - Actuarial accrued liability, computed in accordance with GASB Statement No. 5 prior to 6/30/98; after 6/30/97 

computed in accordance with GASB Statement No. 25. 
UAAL - Unfunded actuarial accrued liability. 
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EXPERIENCE GAIN (LOSS) 
JUNE 30, 2012 

 
 
 

Unfunded
Actuarial Actuarial Actuarial
Accrued Value of Accrued
Liability Assets Liability

(A) (B) (C) = (A) - (B)

(1)   Value at start of year $  62,431,199 $ 33,801,498 $ 28,629,701
(2)   Normal Cost from last valuation 935,166             N/A 935,166                 
(3)   Actual Contributions N/A 3,436,079               (3,436,079)             
(4)   Disbursements (5,056,504)          (5,056,504)             -                        
(5)   Interest Accrual 4,678,716           2,556,825               2,121,891               
(6)   Expected value before changes 62,988,578         34,737,898             28,250,680             
(7)   Increase due to plan amendment -                    -                        -                        
(8)   Increase due to revised assumptions -                    -                        -                        
(9)   Expected value after changes 62,988,578         34,737,898             28,250,680             

(10) Actual value at end of year 65,436,998         32,257,445             33,179,553             
(11) Gain (loss) $(2,448,420)     $(2,480,453)         $(4,928,873)          
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DEVELOPMENT OF FUNDING VALUE OF RETIREMENT SYSTEM ASSETS 

 
 

2010 2011 2012 2012 2013 2014

A. Funding Value Beginning of Year $35,907,494 $35,632,432 $33,801,498
B. Market  Value End of Year 29,785,874 34,626,948 31,188,191 
C. Market Value Beginning of Year 26,718,964 29,785,874 34,626,948 
D. Non-Investment Net Cash Flow (127,921) (2,056,508) (1,620,425)

D1. Projected Rate of Return 7.75% 7.75% 7.75%
E. Investment Income

E1.  Market Total: B – C – D 3,194,831 6,897,582 (1,818,332)
E2.  Amount for Immediate Recognition
       D1 * (A + D / 2) 2,777,874 2,681,824 2,556,825 
E3.  Amount for Phased-In Recognition: E1-E2 416,957 4,215,758 (4,375,157)

F. Phased-In Recognition of Investment Income
F1.  Current Year: 0.25 x E3 104,239 1,053,940 (1,093,789)
F2.  First Prior Year (2,544,842) 104,239 1,053,940 $  (1,093,789)
F3.  Second Prior Year (1,069,588) (2,544,842) 104,239 1,053,940 $  (1,093,789)
F4.  Third Prior Year 585,176 (1,069,587) (2,544,843) 104,240 1,053,938 $  (1,093,790)
F5.  Total Recognized Investment Gain:
       F1 + F2 + F3 + F4 (2,925,015) (2,456,250) (2,480,453) 64,391 (39,851) (1,093,790)

G. Funding Value End of Year: A + D + E2 + F5 35,632,432 33,801,498 32,257,445 
H. Difference Between Market & Funding Value (5,846,558) 825,450 (1,069,254)
 I. Ratio of Funding to Market Value of Assets 119.6% 97.6% 103.4% 
J. Recognized Rate of Return (0.41%) 0.65% 0.23% 

K. Market Rate of Return 11.99% 23.99% (5.38%)

Year Ended June 30:

 
 
The Funding Value of Assets recognizes assumed investment income (line E2) fully each year.  Differences between actual and assumed investment 
income (line E3) are phased-in over a closed 4 year period.  During periods when investment performance exceeds the assumed rate, Funding Value of 
Assets will tend to be less than market value.  During periods when investment performance is less than the assumed rate, Funding Value of Assets will 
tend to be greater than market value.  The Funding Value of Assets is unbiased with respect to market Value.   
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VALUATION RESULTS 
COMPARATIVE SCHEDULE 

 
 

 
Amortization

Computed
FY Total Assets Unfunded Active Retired Recommended Actual

1978 79/80 $      3,608,983 $     618,378 $    2,990,605 38 yrs. 28.46 % $    266,119   $    269,436   
1979 80/81 3,964,236 821,997 3,142,239 37 29.04 276,950   291,477   
1980 81/82 5,567,154 1,213,503 4,353,651 36 31.03 373,440   382,484   
1981 82/83 7,022,697 1,361,912 5,660,785 35 31.39 493,292   508,834   
1982 (a) 83/84 7,270,797 2,083,777 5,187,020 34 28.26 431,694   436,413   

1983 84/85 9,161,606 2,706,736 6,454,870 33 30.02 522,466   520,938   
1984 85/86 9,762,564 3,080,431 6,682,133 32 29.66 558,630   565,609   
1985 86/87 11,952,650 3,651,133 8,301,517 31 31.80 664,265   671,002   
1986 87/88 13,147,141 4,291,075 8,856,066 30 33.62 694,603   701,708   
1987 (a) 88/89 14,468,307 5,493,437 8,974,870 29 33.50 739,880   739,880   

1988 89/90 16,096,433 6,164,578 9,931,855 28 33.07 853,381   853,381   
1989 90/91 19,379,056 6,723,554 12,655,502 27 36.18 1,042,702   1,042,702   
1990 (b) 91/92 26,202,014 7,793,748 18,408,266 26 38.43 1,582,581   1,582,581   
1991 (a) 92/93 27,711,002 8,334,922 19,376,080 25 39.18 1,719,200   1,719,200   
1992 93/94 29,780,358 9,670,249 20,110,109 24 39.28 1,829,821   1,829,821   

1993 94/95 31,421,808 10,423,845 20,997,963 23 40.05 1,953,923   1,953,923   
1994 (a) 95/96 34,594,939 11,429,000 23,165,939 22 40.81 2,097,978   2,097,978   
1995 96/97 36,641,978 13,099,449 23,542,529 21 40.39 2,224,513   2,224,513   
1996 97/98 38,080,137 15,136,941 22,943,196 20 39.46 2,284,381   2,284,381   
1997 98/99 39,109,052 17,657,404 21,451,648 19 38.38 2,270,386   2,270,386   

1998 (a) 99/00 39,553,492 21,277,144 18,276,348 18 33.63 2,051,490   2,051,490   
1999 00/01 40,911,155 24,372,290 16,538,865 17 32.72 1,970,575   1,970,575   
2000 01/02 42,660,487 27,747,780 14,912,707 16 30.88 1,882,139   1,882,139   
2001 02/03 44,125,761 29,554,922 14,570,839 15 29.86 1,895,548   1,895,548   
2002 (a) 03/04 45,681,002 28,905,621 16,775,381 14 33.81 2,192,507   2,192,507   

2003 (a) 04/05 47,131,125 27,836,691 19,294,434 13 37.16 2,466,634   2,466,634   
2004 (a) 05/06 49,059,955 27,218,077 21,841,878 12 41.89 2,807,991   2,327,991* 
2005 (a) 06/07 51,434,111 27,760,835 23,673,276 11 44.89 3,098,776   3,098,776   
2006 07/08 53,569,342 29,893,085 23,676,257 10 45.66 3,289,972   3,289,972   
2007 (a) 08/09 56,554,037 33,249,631 23,304,406 10 10 yrs. 45.74 3,191,716   3,191,716   

2008 (a) 09/10 59,227,859 36,002,509 23,225,350 10 9 46.53 3,256,531   3,256,531   
2009 (a) 10/11 61,904,907 35,907,494 25,997,413 15 15 37.70 2,772,800   2,772,800   
2010 (a) 11/12 62,210,658 35,632,432 26,578,226 15 15 43.74 2,843,528   2,843,528   
2011 12/13 62,431,199 33,801,498 28,629,701 15 15 57.05 2,870,342   
2012 13/14 65,436,998 32,257,445 33,179,553 15 15 66.23 3,273,947   

Employer Contribution
ComputedActuarial Accrued Liability

June 30
Date

Valuation
Period

%

 
(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 

(b) Includes transfers from Old Police-Fire plan through March, 1991. 

* An additional $480,000 is held in the City’s General Fund. 
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SUMMARY STATEMENT OF SYSTEM RESOURCES AND OBLIGATIONS 
 
 

Present Resources and Expected Future Resources 
 

June 30, 2012 June 30, 2011
A. Present valuation assets

1.  Net assets from System financial statements $31,188,191 $34,626,948
2.  Transfer from old plan 0 0 
3.  Market value adjustment 1,069,254 (825,450)
4.  Valuation assets $32,257,445 $33,801,498

B. Actuarial present value of expected future
employer contributions
1.  For normal costs 3,417,698 3,599,935 
2.  For unfunded actuarial accrued liability 33,179,553 28,629,701 
3.  Total $36,597,251 $32,229,636

C. Actuarial present value of expected future
member contributions $  3,919,261 $  4,117,510 

D. Total present and expected future resources $72,773,957 $70,148,644
 

 
 

Actuarial Present Value of Expected Future Benefit Payments 
 

A. To retirants and beneficiaries
1.  Annual pensions $42,966,261 $40,603,656
2.  Reserve            none            none
3.  Total $42,966,261 $40,603,656

B. To vested terminated members 1,507,506 1,077,307 

C. To present active members
1.  Allocated to service rendered prior to
     valuation date - actuarial accrued liability 20,963,231 20,750,236 
2.  Allocated to service likely to be rendered
     after valuation date 7,336,959 7,717,445 
3.  Transfer from old plan            none            none
4.  Total $28,300,190 $28,467,681

D. Total actuarial present value of expected future
benefit payments $72,773,957 $70,148,644
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10-YEAR PROJECTION 
15-YEAR OPEN AMORTIZATION PERIOD 

7.75% MARKET RETURN 
(ALL $ IN MILLIONS) 

 

Unfunded
Actuarial Actuarial Fiscal Member Member Employer Employer

Valuation Accrued Valuation Accrued Funded Year Projected Dollar % of Payroll Dollar % of Payroll
Date Liability Assets Liability Ratio Ending Payroll Contribution Contribution Contribution Contribution

6/30/2012 $65.44 $32.26 $33.18 49.3% 6/30/2014 $4.94 $0.53 10.82% $3.27 66.23%
6/30/2013 68.22 35.05 33.23 51.4% 6/30/2015 5.15 0.56 10.82% 3.26 63.28%
6/30/2014 71.12 38.25 32.82 53.8% 6/30/2016 5.37 0.58 10.82% 3.26 60.62%
6/30/2015 74.14 40.52 32.53 54.7% 6/30/2017 5.60 0.61 10.82% 3.35 59.80%
6/30/2016 77.29 43.92 33.37 56.8% 6/30/2018 5.84 0.63 10.82% 3.34 57.25%
6/30/2017 80.58 47.55 33.03 59.0% 6/30/2019 6.09 0.66 10.82% 3.34 54.83%
6/30/2018 84.00 51.31 32.69 61.1% 6/30/2020 6.35 0.69 10.82% 3.33 52.53%
6/30/2019 87.57 55.22 32.35 63.1% 6/30/2021 6.61 0.72 10.82% 3.33 50.35%
6/30/2020 91.29 59.28 32.02 64.9% 6/30/2022 6.90 0.75 10.82% 3.33 48.27%
6/30/2021 95.17 63.49 31.69 66.7% 6/30/2023 7.19 0.78 10.82% 3.33 46.30%  

 
This projection does not reflect the new hybrid plan for Police Patrol effective July 1, 2012.
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COMMENTS  
 
 
Actuarial Experience:  Net actual experience of the Retirement System was less favorable than assumed 
during the year ending June 30, 2012, resulting in a loss of $4.9 million.  The overall experience loss was 
primarily due to recognized investment income which was less than the long-term assumption on a funding 
basis resulting in a loss of $2.5 million.  The other primary contributor to the overall loss during the fiscal 
year was salary increases over the last year were substantially higher than the expected rate of 4.25%. 
 
Plan Provisions:  All provisions included in this valuation remain unchanged from the prior valuation. 
Effective July 1, 2012, new hires to Police Patrol (Non-Supervisory) positions will enter a hybrid 
plan.  A brief summary of the defined benefit portion of this hybrid plan are a multiplier of 1.5% for 
the first 25 years of service, a 1% multiplier for each year of service thereafter, a member contribution 
rate of 4.75% of pay, overtime shall be excluded from final average compensation, the duty disability 
pension is 66-2/3% of final average compensation to age 55, and the non-duty disability pension is the 
same formula as service retirement payable to age 55.  The hybrid plan will be reflected in next year’s 
valuation. 
 
Plan Assumptions and Methods:  All assumptions and methods remained unchanged from the prior 
valuation. 
 
Looking Ahead:  This year’s valuation includes a 10-year projection on page A-10. This projection assumes 
no gains and losses on liabilities and return on the market value of assets of 7.75% per year. Note that since 
there are unrecognized asset gains and losses in the asset smoothing method, a net gain is recognized in the 
first year of the projection and net losses are projected in the second and third years. The employer 
contribution rate is projected to gradually decrease after year one. As a dollar amount, the employer 
contributions are projected to hover around at $3.3 million per year through 2021. The funded ratio is 
projected to increase to 67% over 10 years. 
 
The ratio of active members to retirees is 0.4. It is likely that the number of retirees will increase in the near 
future and the ratio will continue to decline. This is a sign of maturity of the plan and an indication that plan 
contribution will remain high to offset increasing benefit payments. Decreasing contributions in a time of 
increasing benefit payments may increase liquidity risk on the fund. 
 

GASB Accounting Standards 
 
In June 2012, the GASB approved two new accounting standards for public sector retirement systems 
and governments, Statements Nos. 67 and 68.  These new standards are a significant departure from 
the current standards and may require a separate report. 
 

 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION B 
S U MMA RY OF  B EN EF IT P R O V IS IO N S  AN D  
VA LU ATIO N  D ATA  
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BRIEF SUMMARY OF ACT 345 BENEFIT CONDITIONS 

(JUNE 30, 2012) 
 

SERVICE RETIREMENT 
  
Eligibility: Any age with 25 or more years of service or age 60 regardless of service. 
  
Amount: Police Officers: 2.9% of 3-year average final compensation (AFC) times first 25 years of 

service plus 1% of AFC times years of service in excess of 25 years.  Police Command: 3-year 
AFC times 2.9% for service accrued on or after July 1, 2007 and 2.5% for service accrued 
through June 30, 2007 for the first 25 years of service and 1.0% for service in excess of 25 
years. Fire Fighters: 3-year AFC times 2.9% for service accrued on or after July 1, 2009 and 
2.75% for service accrued through June 30, 2009 for the first 25 years of service and 1.0% for 
service in excess of 25 years. 

  
DEFERRED RETIREMENT 

  
Eligibility: 10 or more years of service. 
  
Amount: Computed as service retirement but based upon service, AFC and benefit in effect at 

termination.  Benefit begins at date retirement would have occurred had member remained in 
employment. 

  
DEATH AFTER RETIREMENT SURVIVOR’S PENSION 

  
Eligibility: Payable to a surviving spouse, if any, upon the death of a retired member who was receiving a 

straight life pension which was effective July 1, 1975 or later (effective July 1, 1991 or later for 
a disability retirant). 

  
Amount: Spouse's pension equals 60% of the straight life pension the deceased retirant was receiving.  

(50% of a regular service retirement pension for the spouse of a disability retirant who dies prior 
to age 55.) 

  
NON-DUTY DEATH-IN -SERVICE SURVIVOR’S PENSION 

  
Eligibility: Payable to a surviving spouse, if any, upon the death of a member with 20 (10 for Fire Fighters) 

or more years of service. 
  
Amount: Accrued straight life pension actuarially reduced in accordance with an Option I election. 
  

DUTY DEATH-IN-SERVICE SURVIVOR’S PENSION 
  
Eligibility: Payable upon the expiration of worker's compensation to the survivors of a member who died in 

the line of duty. 
  
Amount: Same amount that was paid by worker's compensation. 
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BRIEF SUMMARY OF ACT 345 BENEFIT CONDITIONS 

(JUNE 30, 2012) 
 

NON-DUTY DISABILITY 
  
Eligibility: Payable upon the total and permanent disability of a member with 5 or more years of service. 
  
Amount: To Age 55: 2.5% of AFC times years of service.  For IAFF: 2.75% of AFC times years of 

service earned on or before June 30, 2009, and 2.9% of AFC times years of service earned on or 
after July 1, 2009. 
At Age 55:  Same as Service Pension. 
 

DUTY DISABILITY 
  
Eligibility: Payable upon the total and permanent disability of a member in the line of duty. 
  
Amount: To Age 55:  66-2/3% of AFC. 

At Age 55:  Same as Service Retirement. 
Pension with service credit from date of disability to age 55. 

  
MEMBER CONTRIBUTIONS 

  
Amount: Fire:  12.05% of pay.  Effective July 1, 2009, members contribute 12.99% of pay.  Effective 

July 1, 2018, members will contribute 10.05% of pay.  Effective July 1, 2024, members will 
contribute 10.04% of pay. 
Police Officers:  11.24% of pay. 
Police Command:  10.95% of pay. 
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RETIRANT AND BENEFICIARY COMPARATIVE SCHEDULE 

 
Year No. Trans.

Ended During Annual Annual Average
June 30 Year No. No. Pensions No. Pensions Pension Total Average

1988 2 2    $    41,158 53     $    916,532 4.7 % $17,293 $   10,745,220 $202,740   
1989 7 13    207,885 66     1,124,417 22.7 17,037 13,269,638 201,055   
1990 2 7    137,437 73     1,261,854 12.2 17,286 14,850,811 203,436   
1991 2 8    121,524 3 $  30,531   78     1,352,847 7.2 17,344 16,093,858 206,332   
1992 8    186,123 86     1,538,970 13.8 17,895 18,343,442 213,296   

1993 9    184,615 2 35,264   93     1,688,321 9.7 18,154 19,950,952 214,526   
1994 3    74,096 96     1,762,417 4.4 18,359 20,634,637 214,944   
1995 3    50,303 99     1,812,720 2.9 18,310 21,041,881 212,544   
1996 4    111,178 103     1,923,898 6.1 18,679 22,163,299 215,178   
1997 9    210,599 112     2,134,497 10.9 19,058 24,125,086 215,403   

1998 2    55,252 1 38,556   113     2,151,193 0.8 19,037 24,045,700 212,794   
1999 3 13    311,785 2 33,488   124     2,429,489 12.9 19,592 27,262,964 219,863   
2000 3    147,992 1 16,233   126     2,561,248 5.4 20,327 28,281,473 224,456   
2001 3    80,305 3 71,841   126     2,569,712 0.3 20,395 28,325,844 224,808   
2002 4    124,746 1 9,347   129     2,685,111 4.5 20,815 29,398,266 227,894   

2003 5    128,515 2 36,009   132     2,777,617 3.4 21,043 30,196,106 228,758   
2004 5    100,650 1 11,293   136     2,866,974 3.2 21,081 30,921,701 227,365   
2005 2    26,569 3 58,835   135     2,834,708 (1.1) 20,998 30,138,240 223,246   
2006 1    10,994 2 36,346   134     2,809,356 (0.9) 20,965 29,461,802 219,864   
2007 6    211,110 2 31,343   138     2,989,123 6.4 21,660 31,120,638 225,512   

2008 5    144,654 2 49,720   141     3,084,057 3.2 21,873 31,791,641 225,473   
2009 7    248,242 4 68,425   144     3,263,874 5.8 22,666 33,631,944 233,555   
2010 7    247,487 3 34,389   148     3,476,972 6.5 23,493 35,719,893 241,351   
2011 15    # 554,196 # 5 88,641   158     3,942,527 13.4 24,953 40,603,656 256,985   
2012 6    # 263,910 # 1 18,603   163     4,187,834 6.2 25,692 42,966,261 263,597   

Pensions*
Annual

Added to Rolls Discounted

Pensions
Annual

% Incr. in
Value of Pensions

Rolls End of YearRemoved from Rolls

 
*  Includes pension adjustments, when applicable. 
#  Includes alternate payee of an active member, per Eligible Domestic Relations Order. 
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY TYPE OF PENSION BEING PAID 

 
 
 

 
Annual

Type of Pensions Being Paid No. Pensions

Age and Service Pensions

    Regular-benefit terminating
    at death of retirant 13     242,092$      

    Regular-automatic benefit to
    spouse of deceased retirant 125     3,554,551     

    Survivor beneficiary 19     213,465        

    Total age and service pensions 157     4,010,108$   

Casualty Pensions

    Non-duty disability pension 2     56,512          

    Duty disability pension 4     121,214        

    Total casualty pensions 6     177,726$      

Total pensions being paid 163     4,187,834$    
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 

TABULATED BY ATTAINED AGE 
 
 
 

Attained Annual Annual Annual
Age No. Pensions No. Pensions No. Pensions

45 - 49 4     159,064$    2 74,501$     6     233,565$    
50 - 54 11     499,350 2      57,234 13          556,584
55 - 59 28     960,938 1      24,617 29          985,555
60 - 64 21     650,747 21          650,747
65 - 69 41     865,317 41          865,317
70 - 74 14     260,122 1      21,374 15          281,496
75 - 79 18     321,165 18          321,165

80 3     33,033 3          33,033
81 6     91,067 6          91,067
82 4     60,836 4          60,836
83 1     10,612 1          10,612

85 1     18,824 1          18,824
86 2     37,571 2          37,571
87 2     22,843 2          22,843
88 1     18,619 1          18,619

Totals 157     4,010,108$ 6 177,726$   163     4,187,834$ 

TotalsDeath-in-ServiceAge & Service
Disability and

 
 
 
 

Average Age at Retirement:  49.7 years 
 
Average Age Now:  66.8 years 

 
 
 
Six vested terminated members are currently being valued with deferred service pensions. 
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ACTIVE MEMBERS IN VALUATION 

COMPARATIVE SCHEDULE 
 
 

No. of
Transfers Valuation

No. Incl. Payroll Pay

1980 51     2        $   1,134,720 22,249$ 3.9 % 32.7 yrs. 8.6 yrs.
1981 59     7        1,481,707 25,114   12.9 32.9 8.6
1982 53     2        1,419,778 26,788   6.7 35.1 9.3
1983 57     1        1,606,087 28,177   5.2 34.3 8.7
1984 67     0        1,738,099 25,942   7.9 33.6 7.7
1985 74     3        1,927,682 26,050    (0.4) 34.1 8.0
1986 71     0        1,906,602 26,854   3.1 33.6 7.6
1987 72     0        2,038,166 28,308   5.4 34.2 8.6
1988 76     3        2,381,388 31,334   10.7 * 34.9 9.3
1989 80     4        2,659,581 33,245   6.1 35.3 9.5
1990 99     3        3,289,912 33,231   0.0 35.1 9.2
1990 # 113     18        3,800,291 33,631   0.0 36.5 10.8
1991 112     0        4,049,332 36,155   8.8 36.4 10.6
1992 117     10        4,298,912 36,743   1.6 35.5 9.8
1993 113     0        4,502,216 39,843   8.4 35.2 9.6
1994 113     3        4,778,047 42,284   6.1 36.3 10.7
1995 112     0        5,118,907 45,705   8.1 36.7 11.0
1996 119     0        5,380,560 45,215   1.1 36.1 10.6
1997 120     0        5,498,077 45,817    (1.3) 36.2 10.1
1998 119     0        5,697,163 47,875   4.5 36.6 10.7
1999 117     0        5,597,521 47,842   0.1 36.4 9.9
2000 115     0        5,772,726 50,198    (4.9) 37.0 10.2
2001 114     0        5,942,253 52,125   3.8 37.9 11.0
2002 115     0        6,071,301 52,794   1.3 37.8 10.9
2003 115     0        6,213,210 54,028   2.3 38.1 11.1
2004 110     0        6,138,055 55,801   3.3 38.9 12.2
2005 110     0        6,321,086 57,464   3.0 39.9 13.1
2006 109     0        6,598,038 60,532   5.3 41.1 14.1
2007 104     0        6,420,709 61,738   2.0 41.0 14.0
2008 105     0        6,655,270 63,384   2.7 40.9 14.1
2009 101     0        6,767,459 67,005   5.7 41.1 14.2
2010 94     0        6,235,955 66,340    (1.0) 41.3 14.6
2011 70     0        4,629,536 66,136    (0.3) 42.2 15.9
2012 62     0        4,548,146 73,357    10.9 42.2 15.9

Age Service
Average

June 30
Date

Valuation

% Incr.

 
* Reflects overtime pay. 
# Includes transfers from Old Plan through March, 1991.  
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ACTIVE MEMBERS JUNE 30, 2012 
BY ATTAINED AGE AND YEARS OF SERVICE 

 
 
 

Attained Valuation
Age 0-4 5-9 10-14 15-19 20-24 25-29 30 Plus No. Payroll

25-29 2     1     3     153,437$    
30-34 3     1     4     8     489,143 
35-39 1     6     3     10     731,055 
40-44 3     9     6     18     1,329,511 
45-49 1     2     1     9     13     1,019,249 
50-54 3     3     1 7     570,948 
55-59 1     1     94,222 

60 2     2     160,581 

Totals 5     4     15     16     21     1 0 62     4,548,146$ 

Years of Service to Valuation Date

 
 
 
 
While not used in the financial computations, the following group averages are computed and shown 

because of their general interest. 

 
 

Age:  42.2 years 
 
Service:  15.9 years 
 
Annual Pay:  $73,357 
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ASSET INFORMATION 

SUBMITTED FOR VALUATION 
 
 
 

Cash & equivalents $ 1,467,202  Employees' contributions $   6,359,371
Receivables & accruals (117,007) Employer contributions 43,426,049 
Stocks 20,340,833  Retired benefit payments (18,597,229)
Bonds 9,497,163  

Total Current Assets $31,188,191 Total Reserves $31,188,191

Reserves forValuation Assets - Market Value 

 
 
 
 

REVENUES AND EXPENDITURES 
 
 
 

Balance - July 1, 2011 $34,626,948

Revenues
    Employees' contributions 592,551
    Employer contributions 2,843,528
    Investment income (1,497,266)

Expenditures
    Benefit payments 4,918,748
    Refund of member contributions 137,756
    Expenses 321,066

Balance - June 30, 2012 $31,188,191
 

 
 
These amounts do not reflect the funding value adjustment of $1,069,254.  The derivation of this adjustment 

is on page A-7. 

 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION C 
F U N D IN G  O BJ EC TIV E,  S UMMA RY O F  VA LU ATI O N  
P R O C ES S ,  METH O D S  A N D  A S S U MP TION S  
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BASIC FUNDING OBJECTIVE AND OPERATION 
OF THE RETIREMENT SYSTEM 

 
 
Benefit Promises Made Which Must Be Paid For.  A retirement system is an orderly means of handing out, 

keeping track of, and financing contingent pension promises to a group of employees.  As each member of 

the retirement system acquires a unit of service credit the member is, in effect, handed an "IOU" which 

reads:  "Your Act 345 Retirement System promises to pay you one unit of retirement benefits, payments in 

cash commencing when you retire." 

 

The principal related financial question is:  When shall the money required to cover the "IOU" be 

contributed?  This year, when benefit of the member's service is received?  Or, some future year when the 

"IOU" becomes a cash demand? 

 
 
The Constitution of the State of Michigan is directed to the question: 

 
"Financial benefits arising on account of service rendered in each fiscal year shall be funded 

during that year and such funding shall not be used for financing unfunded accrued 

liabilities." 

 
 
Section 9(2) of Act 345 is also directed to the question: 

 
"Sec. 9(2). - - - For the purpose of creating and maintaining a fund for the payment of the 

pensions and other benefits payable hereunder, the said city, village or municipality, subject 

to the provisions of this act, shall appropriate, at the end of such regular intervals as may be 

adopted, quarterly, semi-annually, or annually, an amount sufficient to maintain actuarially 

determined reserves covering pensions payable or which might be payable on account of 

service performed and to be performed by active members and pensions being paid retired 

members and beneficiaries - - ." 
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Translated into actuarial terminology, the constitutional and Act 345 level percent-of-payroll contribution 

objective means that the contribution rate must total at least: 

 
Normal Cost (the current value of benefits likely to be paid on account of members' service 

being rendered in the current year) 

. . . plus . . . 

Interest on Unfunded Actuarial Accrued Liability (unfunded actuarial accrued liability is the 

actuarial present value of benefits not covered by present assets and anticipated future 

normal costs). 

 

If contributions to the Retirement System are less than the preceding amount, the difference, plus investment 

earnings not realized thereon, will have to be contributed at some later time, or benefits will have to be 

reduced, to satisfy the fundamental fiscal equation under which all retirement systems must operate; that is: 

 
B = C + I - E 

Benefit payments to any group of members and their beneficiaries cannot exceed the sum of: 

Contributions received on behalf of the group.  

. . . plus . . . 

Investment earnings on contributions received and not required for immediate cash payment 

of benefits. 

. . . minus . . . 

Expenses incurred in operating the system. 

 

A by-product of level percent-of-payroll financing is the accumulation of invested assets.  Investment 

income becomes a major contributor to the Retirement System, and the amount is directly related to the 

amount of contributions and investment performance. 

 
 
Computed Contribution Rate Needed to Finance Benefits.  From a given schedule of benefits and from 

the data furnished, the contribution rate is calculated - by means of an actuarial valuation - the technique of 

assigning monetary values to the risks assumed in operating a retirement program. 
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THE ACTUARIAL VALUATION PROCESS 

 
 
An actuarial valuation is the process by which a balance between revenues (participant contributions, 

employer contributions and investment income) and obligations (benefits and expenses) is determined and its 

actuarial condition is measured. 

 
 
The flow of activity constituting the valuation may be summarized as follows: 

 
A.  Covered person information about: 

  - each person receiving pension payments 

  - each former participant with a vested pension not yet payable 

  - each former participant who is not vested and has not claimed a member contribution 
refund 

  - each active participant 

 
B. + Financial Information (assets, revenues, and expenditures) 
 
C. + Benefit Provisions 
 
D. + Experience Estimates about the volume and incidence of future activities 
 
E. + Actuarial Cost Method for allocating costs to time periods 

 
F. + Mathematically combining the person information, financial information, benefit provisions, 

experience estimates and actuarial cost method 

 
G. = Determination of: 
 
  - contribution rate for the plan year 

  - current funded condition 

 
 
 
 
Items A, B and C are furnished by the pension office and constitute the current knowns about the Fund.  

Since the majority of activities will occur in the future, estimates must be made about these future activities 

(Item D). 
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Demographic assumptions are generally selected on the basis of the System’s historical activity, modified for 

expected future differences.  Past activity of funds which are similar in nature to the fund being valued may 

be utilized if fund data or activities are insufficient to be reliable. 

 
Fiscal assumptions, on the other hand, do not lend themselves to prediction on the basis of historical activity 

-- the reason being that both salary increases and investment return are impacted by inflation.  Inflation 

defies reliable prediction.  Fiscal assumptions are generally selected on the basis of what would be expected 

to occur in an inflation-free environment and then both are increased by some provision for long-term 

inflation. 

 
This is a case where two wrongs may make a right.  If inflation is higher than expected it will probably result 

in actual rates of salary increase and investment return which exceed the assumed rates.  Salaries increasing 

faster than expected result in unexpected costs.  Investment returns exceeding the assumed rate result in 

unanticipated assets.  To a large degree, the additional assets will offset the additional cost over the long-

term. 

 
 
 
 
Once items A, B, C and D are available, the actuarial valuation process begins.  The first step is to determine 

the plan's total actuarial present value for individuals in each of the 3 covered person categories. 
 

Retired members now receiving monthly payments; 

Vested terminated members not yet at retirement age; 

Active members. 

 
The actuarial present value is the value today after taking into account the probabilities of payment and the 

effect of time, of System promises to pay benefits in the future on the basis of both service already 

completed and projected future service. 

 
  



 

City of Jackson Act 345 Policemen and Firemen Retirement System C-5 
 

 
ACTUARIAL COST METHOD 

 
 
The total actuarial present value is allocated between projected future service and completed service by the 

actuarial cost method (Item E) -- the individual entry-age method is being utilized for this valuation.  The 

portion of the total actuarial present value allocated to projected future service is the actuarial present value 

of future normal cost -- normal cost being the series of annual costs, from entry age to retirement age, which 

will accumulate to the actuarial present value of the individual's benefit at the time of retirement or death.  

The remainder of the total actuarial present value is the actuarial accrued liability. 

 
At this stage determination has been made of: 

1. The total actuarial present value; 

2. The actuarial present value of future normal cost; and 

3. The actuarial accrued liability. 

 
In the typical plan, the actuarial accrued liability may not be covered by the plan’s funding value of  

assets -- leaving an unfunded actuarial accrued liability (see page C-6 for further discussion on unfunded 

actuarial accrued liability). 

 
The funding value of assets used for funding purposes is derived as follows:  prior year valuation assets are 

increased by contribution and expected investment income and reduced by refunds and benefit payments.  

To this amount is added 25% of the difference between expected and actual investment income for each of 

the previous four years. 

 
 
 
 
The next step in the valuation process is a determination of the contribution rate (Item G) required to support 

Fund benefits in accordance with the funding objective (page A-1). 

 
The contribution rate is determined in two basic components: 
 

1. The normal cost component; and 

2. The component which will finance (pay off) the unfunded actuarial accrued 

liability over the period indicated on page A-2. 
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ACTUARIAL COST METHOD 

 
 
The unfunded actuarial accrued liability (UAAL) was determined using the funding value of assets and 

actuarial accrued liability calculated as of the valuation date.  The UAAL amortization payment (one 

component of the contribution requirement) is the level percent of pay required to fully amortize the UAAL 

over a 15-year period beginning on the date contributions determined by the report are scheduled to begin.  

This UAAL payment reflects any payments expected to be made between the valuation date and the date 

contributions determined by this report are scheduled to begin. 
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ACTUARIAL ASSUMPTIONS USED FOR THE VALUATION 

 
 
Funding objective contribution requirements and actuarial present values are calculated by applying 

estimates of future System activities (actuarial assumptions) to the benefit provisions and people information 

of the fund, using the actuarial cost method described on page C-5. 

 

The principal areas of activity which require estimates are: 

(i) rates of inflation impacting assets of the System and active member pays 

(ii) long-term rates of investment return to be generated by the assets of the fund 

(iii) rates of salary increases to members 

(iv) rates of mortality among members, retirants and beneficiaries 

(v) rates of withdrawal of active members 

(vi) rates of retirement due to age and service 

(vii) rates of disability among members 
 

In a valuation, the monetary effect of each activity is calculated for as long as a present covered person 

survives - - - a period of time which can be as long as a century. 

 
 
 
 
Actual activities of the Retirement System will not coincide exactly with estimated activities due to the 

nature of the activities.  Each valuation provides a complete recalculation of estimated future activities and 

takes into account the effect of differences between estimated and actual activities to date.  The result is a 

continual series of adjustments (usually small) to the computed contribution rate. 

 

From time to time, one or more of the estimates are modified to reflect experience trends (but not random or 

temporary year-to-year fluctuations). 
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The rate of net investment return used was 7.75% a year, compounded annually net of expenses.  The 

assumption consists of 3.5% for a real rate of return and 4.25% in recognition of wage inflation. 

 
This assumption, used to discount the value of future payments due at different points in time, was first used 

for the June 30, 2007 valuation.  Approximate investment returns, for the purpose of comparisons with 

assumed returns, have been as follows: 

 
 

2012 2011 2010 2009 2008

Nominal rate 0.2% 0.7% (0.4%) (0.4%) 5.7% 1.1 %

Year Ended June 30
Average*

5 Year

 
 

* Compound average annual rate of increase. 
 
The nominal rates of return should not be used for measurement of an investment advisor's performance or 

for comparisons with other systems -- to do so will mislead. 

 
 
The rates of salary increase used are in accordance with the following graded table. 

 
These assumptions were first used for the June 30, 2007 valuation.  The assumption, consisting of 4.25% in 

recognition of inflation and a graded allowance for promotion and longevity, is used to project current 

salaries to those upon which pension amounts will be based. 

 
 

Years of
Service

0 to 4 4.25 % 6.00 % 10.25 %

5 to 9 4.25 1.50 5.75

10 to 14 4.25 0.50 4.75

15 to 19 4.25 0.00 4.25

20 to 24 4.25 0.00 4.25

25 to 29 4.25 0.00 4.25

30+ 4.25 0.00 4.25

Total

Annual Rate of Pay Increase

Longevity(Economic)
Merit &Base
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If the number and distribution of active members remain constant, then the total active member payroll will 

increase 4.25% annually, the base portion of the salary increase assumptions.  This increasing payroll was 

recognized in amortizing unfunded actuarial accrued liability.  Actual valuation payroll has increased at 

the following rate: 

 
 

Total payroll (1.8) % (25.8) % (7.9) % 1.7 % 3.7 % (6.0) %
Average pay 10.9 (0.3) (1.0) 5.7 2.7 3.6

Average*
5 Year

2012 2011 2010 2009 2008
Year Ended June 30

 
 
 *  Compound average annual rate of increase. 
 
 
 
The mortality table used was the UP-94 Mortality Table for males and females, set back 2 years for males.  

This assumption was first used for the June 30, 2007 valuation.  Sample values follow: 

 
 

Sample
Ages Men Women Men Women

45 $145.11     $147.83   36.57   39.01   
50 139.47     143.00   31.87   34.24   
55 132.08     136.49   27.28   29.53   
60 122.75     128.01   22.88   24.97   

65 111.62     117.83   18.78   20.69   
70 99.30     106.12   15.11   16.77   
75 85.89     92.13   11.85   13.11   
80 71.39     76.76   8.98   9.88   

Expectancy (Years)
Future Life

$1 Monthly for Life
Value at Retirement of

 
 
 
This assumption is used to measure the probabilities of members dying before retirement and the 

probabilities of each benefit payment being made after retirement. 

 

Post-Disabled mortality is set forward 10 years. 

The weighting of duty and ordinary deaths-in-service is 50%/50%. 

 
  



 

City of Jackson Act 345 Policemen and Firemen Retirement System C-10 
 

 
 
The rates of retirement used to measure the probability of eligible members retiring during the next year 

were as follows: 

 

Years of
Service

25 40 % 40 %
26 40 40
27 40 40
28 40 40
29 40 40

30+ 100 100

Percents of
Active Members Retiring

Within Next Year
Fire & Police Command Police Patrol

 
 

 
100% of members are assumed to retire at age 60 with 10 years of service. 

Active members are eligible for retirement after 25 years of service or, after attaining age 60 with 10 or more 

years of service. Service based retirement rates were first used for the June 30, 2007 valuation. 
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Rates of separation from active membership were as shown on the following page (rates do not apply to 

members eligible to retire and do not include separation on account of death or disability).  This assumption 

measures the probabilities of members remaining in employment. These rates were first used for the June 30, 

2007 valuation. 

Sample Years of
Ages Service Separating Within Next Year

ALL 0 12.00 %
1 9.00 
2 7.00 
3 6.00 
4 5.50 

5 5.00 
6 4.50 
7 3.50 
8 3.00 
9 2.50 

10+ 0.20 

% of Active Members

 
 
The interest rate currently being credited on refunds of accumulated contributions paid to terminating 

members was assumed to be 2% per annum. 

 
Rates of disability were weighted 50% duty and 50% ordinary disability and are shown as follows: 
 
 

Sample
Ages

20 0.15 %
25 0.18
30 0.20
35 0.29
40 0.42

45 0.65
50 1.05
55 1.84
60 3.06

Disabled Within Next Year
% of Active Members Becoming
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SUMMARY OF ASSUMPTIONS USED 

JUNE 30, 2012 

MISCELLANEOUS AND TECHNICAL ASSUMPTIONS 
 

 
Marriage Assumption: 90% of all members are assumed to be married for purposes of 

death-in-service benefits and 80% for deaths after retirement. 
  
Pay Increase Timing: Beginning of (Fiscal) year. This is equivalent to assuming that 

reported pays represent amounts paid to members during the year 
ended on the valuation date. 

  
Decrement Timing: Decrements of all types are assumed to occur mid-year. 
  
Eligibility Testing: Eligibility for benefits is determined based upon the age nearest 

birthday and service nearest whole year on the date the decrement 
is assumed to occur. 

  
Benefit Service: Exact fractional service is used to determine the amount of benefit 

payable. 
  
Decrement Relativity: Decrement rates are used directly from the experience study, 

without adjustment for multiple decrement table effects. 
  
Decrement Operation: Disability and mortality decrements do not operate during the first 

5 years of service.  Disability and withdrawal do not operate 
during retirement eligibility.  

  
Normal Form of Benefit: The assumed normal form of benefit is the 60% joint and survivor 

for married members and straight life for non-married members.  
  
Liability Adjustments: Retirement Present Values were increased 5% for annuity 

withdrawals at retirement for active and deferred vested members. 
  
Service Adjustment: Active members are assumed to purchase one half year of service 

prior to retirement. 
  
Incidence of Contributions: 
 

Contributions are assumed to be received continuously throughout 
the year based upon the computed percent-of-payroll shown in this 
report, and the actual payroll payable at the time contributions are 
made.  New entrant normal cost contributions are applied to the 
funding of new entrant benefits.  

  
Police Command Benefits: Benefits for new police command retirees were calculated as 

described on page B-1 with a minimum benefit calculated as 2.5% 
of 3-year AFC times first 25 years of service plus 1.0% for service 
in excess of 30 years. 
 

Option Factors: Option factors are based upon 7% interest and the 1971 Group 
Annuity Mortality Table project to 1984. 
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GLOSSARY 
 
 
Actuarial Accrued Liability - The difference between (i) the actuarial present value of future plan 

benefits, and (ii) the actuarial present value of future normal cost.  Sometimes referred to as "accrued 

liability" or "past service liability." 

 
 
Accrued Service - The service credited under the plan which was rendered before the date of the actuarial 

valuation. 

 
 
Actuarial Assumptions - Estimates of future plan experience with respect to rates of mortality, disability, 

turnover, retirement, rate or rates of investment income and salary increases.  Decrement assumptions (rates 

of mortality, disability, turnover and retirement) are generally based on past experience, often modified for 

projected changes in conditions.  Economic assumptions (salary increases and investment income) consist of 

an underlying rate in an inflation-free environment plus a provision for a long-term average rate of inflation. 

 
 
Actuarial Cost Method - A mathematical budgeting procedure for allocating the dollar amount of the 

"actuarial present value of future plan benefits" between the actuarial present value of future normal cost and 

the actuarial accrued liability.  Sometimes referred to as the "actuarial funding method." 

 
 
Actuarial Equivalent - A single amount or series of amounts of equal value to another single amount or 

series of amounts, computed on the basis of the rate(s) of interest and mortality tables used by the plan. 

 
 
Actuarial Present Value - The amount of funds presently required to provide a payment or series of 

payments in the future.  It is determined by discounting the future payments at a predetermined rate of 

interest, taking into account the probability of payment. 

 
 
Amortization - Paying off an interest-bearing liability by means of periodic payments of interest and 

principal, as opposed to paying it off with a lump sum payment. 
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Experience Gain (Loss) - A measure of the difference between actual experience and that expected based 

upon a set of actuarial assumptions during the period between two actuarial valuation dates, in accordance 

with the actuarial cost method being used. 

 
 
Normal Cost - The annual cost assigned, under the actuarial funding method, to current and subsequent 

plan years.  Sometimes referred to as "current service cost."  Any payment toward the unfunded actuarial 

accrued liability is not part of the normal cost. 

 
 
Reserve Account - An account used to indicate that funds have been set aside for a specific purpose and are 

not generally available for other uses. 

 
 
Unfunded Actuarial Accrued Liability - The difference between the actuarial accrued liability and 

valuation assets.  Sometimes referred to as "unfunded accrued liability." 

 
 
Valuation Assets - The value of current plan assets recognized for valuation purposes. 
 
 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION D 
D IS C LO S U R ES  R EQ U IR ED  B Y S TATEME N T N O .  25  
O F  TH E G O VER N MEN TA L A C C O U N TING  
S TA N D A R D S  B O A R D  
 
 
 
 
 
This information is presented in draft form for review by the System’s auditor.  Please 
let us know if there are any items that the auditor changes so that we may maintain 
consistency with the System’s financial statements. 
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GASB STATEMENT NO. 25 

REQUIRED SUPPLEMENTARY INFORMATION 
 
 
The information presented in the required supplementary schedules was determined as part of the actuarial 

valuations at the dates indicated.  Additional information as of the latest actuarial valuation follows: 

 
Valuation Date June 30, 2012 
  
Actuarial Cost Method Entry-Age 
  
Amortization Method Level percent 
  
Amortization Period 15 years open for actives 

15 years open for retirees 
  
Asset Valuation Method 4-year smoothed market 
  
Actuarial Assumption:  
  

Investment rate of return 7.75% 
Projected salary increases 4.25% - 10.25% 
Includes wage inflation at 4.25% 
Cost-of-living adjustments none 

 
 
Membership of the plan consisted of the following at June 30, 2012, the date of the latest actuarial 

valuation: 

 
 

Retirees and Beneficiaries receiving benefits 163 
  
Terminated plan members entitled  

to but not yet receiving benefits 6 
  
Active plan members 62 
  
Total 231 
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GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENTARY INFORMATION 

 
 
 

Schedule of Funding Progress 
 
 
Actuarial
Valuation Actuarial Actuarial Accrued Unfunded

Date Value of Liability (AAL) AAL Covered
June 30 Assets -- Entry-Age (UAAL) Payroll

2003 $27,836,691 $47,131,125     $19,294,434 59.1 % $6,213,210 310.5 %
2004 27,218,077 49,059,955     21,841,878 55.5 6,138,055 355.8
2005 27,760,835 51,434,111     23,673,276 54.0 6,321,086 374.5
2006 29,893,085 53,569,342     23,676,257 55.8 6,598,038 358.8
2007 33,249,631 56,554,037     23,304,406 58.8 6,420,709 363.0

2008 36,002,509 59,227,859     23,225,350 60.8 6,655,270 349.0
2009 35,907,494 61,904,907     25,997,413 58.0 6,767,459 384.2
2010 35,632,432 62,210,658     26,578,226 57.3 6,235,955 426.2
2011 33,801,498 62,431,199     28,629,701 54.1 4,629,536 618.4
2012 32,257,445 65,436,998     33,179,553 49.3 4,548,146 729.5

Ratio
Funded

Payroll
Covered

% of
UAAL as a

 
 

Schedule of Employer Contributions 
 
 

Fiscal Year Computed Dollar
Ended Contribution Based Actual Annual

June 30 on Projected Payroll Contributions

2005 37.2 % $2,466,634        $2,466,634   100 %
2006 41.9 2,807,991        2,327,991   83 *
2007 44.9 3,098,776        3,098,776   100
2008 45.7 3,289,972        3,289,972   100
2009 45.7 3,191,716        3,191,716   100

2010 46.5 3,256,531        3,256,531   100
2011 37.7 2,772,800        2,772,800   100
2012 43.7 2,843,528        2,843,528   100
2013 57.1 2,870,342        
2014 66.2 3,273,947        

Valuation Payroll
as Percents of

Contribution Rates

Contribution
Percent

 
 
*   An additional $480,000 was held in the City’s General Fund pending resolution of an Act 345 tax appeal.



 

 
 
 
 
 
 
 
 
February 14, 2013 
 
 
 
 
Ms. Sandy Sykes 
Pension Administrator 
City of Jackson Act 345 Policemen  
   and Firemen Retirement System 
161 West Michigan Avenue 
Jackson, Michigan  49201 
 
Dear Sandy: 
 
Enclosed are 12 copies of the Thirty-Eighth Annual Actuarial Valuation of the City of Jackson Act 
345 Policemen and Firemen Retirement System. 
 
Sincerely, 

 
David T. Kausch 
 
DTK:sc 
Enclosures 
 
cc: Mr. Mark Ketner (+1 report copy) 
 The Rehman Group 
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January 30, 2013 
 
 
 
The Board of Trustees 
City of Jackson Policemen's and Firemen's 
      Pension Fund 
Jackson, Michigan 
 
 
The results of the June 30, 2012 Annual Actuarial Valuation of the City of Jackson Policemen’s and 
Firemen’s Pension Fund are presented in this report.   
 
This report was prepared at the request of the Board and is intended for use by the Retirement System 
and those designated or approved by the Board.  This report may be provided to parties other than the 
Fund only in its entirety and only with the permission of the Board. 
 
The purpose of the valuation is to measure the Fund’s funding progress, to determine the employer 
contribution rate for the fiscal year ending June 30, 2012, and to determine the actuarial information for 
Governmental Accounting Standards Board (GASB) Statement No. 25 and No. 27.   
 
The actuaries submitting this statement are members of the American Academy of Actuaries and meet 
the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein. 
 
Please see the following page for additional disclosures required by the Actuarial Standards of Practice.   
 
This report has been prepared by actuaries who have substantial experience valuing public employee 
retirement systems. To the best of our knowledge, the information contained in this report is accurate 
and fairly presents the actuarial position of the City of Jackson Policemen’s and Firemen’s Pension 
Fund as of the valuation date.  All calculations have been made in conformity with generally accepted 
actuarial principles and practices, and with the Actuarial Standards of Practice issued by the Actuarial 
Standards Board.  
 
Respectfully submitted, 
 
 
 
 
David T. Kausch, FSA, EA, MAAA  Abra D. Hill, EA, MAAA 
 
DTK/ADH:bd 

 



 

 
 
 

Additional Disclosures Required by Actuarial Standards of Practice 
 
 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements (such 
as the end of an amortization period or additional cost or contribution requirements based on the plan’s 
funded status); and changes in plan provisions or applicable law. Due to the limited scope of the actuary’s 
assignment, the actuary did not perform an analysis of the potential range of such future measurements. 
 
This report should not be relied on for any purpose other than the purpose described herein. 
Determinations of the financial results associated with the benefits described in this report in a manner 
other than the intended purpose may produce significantly different results. 
 
The signing actuaries are independent of the plan sponsor. 
 
The valuation was based upon information furnished by the City, concerning Retirement Fund benefits, 
financial transactions, plan provisions, retirees and beneficiaries.  We checked for internal and year-to-
year consistency, but did not otherwise audit the data.  We are not responsible for the accuracy or 
completeness of the information provided by the City. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXECUTIVE SUMMARY 
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EXECUTIVE SUMMARY 
($ IN MILLIONS) 

Valuation Date: June 30, 2011 June 30, 2012

Fiscal Year Ending: June 30, 2013 June 30, 2014

Recommended Employer Contributions: $   599,431 $   606,096
Annual Amount

Membership:
Number of

Active Members 0 0
Retirees and Beneficiaries 31 29
Inactive, Non-retired Members 0 0
Total 31 29

Total Pensions Being Paid $1,013,055 $973,855

Assets:
Market Value $3,918,183 $3,247,941
Actuarial Value 3,574,761 3,245,011
Return on Market Value 24.4% (5.1)%
Return on Actuarial Value 2.8% 4.6%
Ratio - Actuarial Value to Market Value 91.2% 99.9% 

Actuarial Information:
Normal Cost % 0% 0%
Actuarial Accrued Liability (AAL) $8,904,371 $8,481,396
Unfunded Actuarial Accrued Liability (UAAL) 5,329,610 5,236,385
Funded Ratio 40.1% 38.3%
Amortization Period 13 years 12 years

Valuation
Results

 
 
Highlights/Changes 

    Change in mortality rates. 

    No changes to benefit provisions. 

    Loss on assets and mortality.  Gains due to lower than expected cost of living adjustments and a 

data change. 

     

The executive summary gives an overview of the entire report.  It cannot be used as a substitute for a 

thorough reading of the full report.  



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION A 
VA LU ATIO N  R ES U LTS ,  C OMMEN TS  A N D  
R EC O MMEN D ATIO N  
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CONTRIBUTIONS NEEDED TO FINANCE BENEFITS OF THE PENSION FUND 

FOR THE FISCAL YEAR BEGINNING JULY 1, 2012 
 
 
The recommended employer contribution for the fiscal year beginning July 1, 2013 is $606,096.  This is 

an increase of $6,665 from the prior year’s contribution of $599,431.   

 

The contribution is solely to pay for the unfunded actuarial accrued liability (UAAL).  Currently the 

UAAL is $5,236,385.  The unfunded actuarial accrued liability was financed over a period of 12 years.  

The future employer contributions were assumed to be the level dollar amount needed to amortize the 

unfunded actuarial accrued liability over the 12-year period.  Contribution amounts were assumed to be 

paid midway through the fiscal year.  Dollar amounts were adjusted for the time lag between June 30, 

2012 and the assumed contribution date. 

 
Comparative contribution amounts for prior fiscal years are shown on page A-4. 
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COMPARATIVE SCHEDULE ($ AMOUNTS IN THOUSANDS) 
 

Actuarial
Accrued Valuation Dollar Retired Experience
Liability Assets Amount Actives Lives Gain/(Loss)

1985 $30,115   $ 5,903   $24,212 48 48 $  2,813      
1986 30,259   6,985   23,274 47 47 1,914      
1987 30,051   8,303   21,748 46 46 2,453      
1988 30,212   8,703   21,509 45 45 1,097      
1989 28,943   8,727   20,216 44 44 2,131      
1990 18,170   8,510   18,162 43 43 7,037      
1991 19,990   8,607   11,382 42 25 3,052      
1992 19,764   8,905   10,859 41 24 786      
1993 19,620   8,511   11,109 40 23 (17)     
1994 17,163   7,969   9,194 39 22 2,136      
1995 16,712   7,445   9,267 38 21 72      
1996 16,167   7,655   8,513 37 20 883      
1997 @ 16,176   7,891   8,285 36 19 110      
1998 (a) 13,879   8,997   4,882 35 18 1,731      
1999 13,537   9,845   3,692 34 17 1,005      
2000 (a) 11,747   11,518   229 N/A 10 3,367      
2001 11,428   10,845   583 N/A   9 (641)     
2002 11,267   9,355   1,912 N/A   8 (1,286)     
2003 10,901   7,745   3,156 N/A   7 (1,190)     
2004 10,753   6,418   4,335 N/A   6 (1,256)     
2005 10,172   5,622   4,550 N/A   5 (438)     
2006 (a) 10,931   5,560   5,371 N/A 10 (413)     
2007 10,682   5,848   4,834 N/A 10 (29)     
2008 (a) 11,056   5,533   5,523 N/A 10 (88)     
2009 (a) 9,867   4,294   5,573 N/A 19.65 (717)     
2010 (a) 9,464   4,029   5,435 N/A 20.93 (220)     
2011 8,904   3,575   5,329 N/A 13 (32)     
2012 8,123   3,245   4,878 N/A 12 308      
2012 (a) 8,481   3,245   5,236 N/A 12 308      

Amortization Period (Yrs.)
Unfunded Actuarial Accrued Liability

June 30
Date

Valuation

   

@ After implementation of four-year smoothed funding value of assets. 
(a) After changes in assumptions and/or methods. 
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DEVELOPMENT OF FUNDING VALUE OF ASSETS 

 
Year Ended June 30 2011 2012 2013 2014 2015

A. Funding Value Beginning of Year $4,028,988 $3,574,761 
B. Market Value End of Year 3,918,183 3,247,941 
C. Market Value Beginning of Year 3,654,481 3,918,183 
D. Non-Investment Net Cash Flow (558,336) (482,508)
E. Investment Income

E1.  Market Total: B - C - D 822,038 (187,734)
E2.  Amount for Immediate Recognition 262,487 233,345 
E3.  Amount for Phased-In Recognition:  E1-E2 559,551 (421,079)

F. Phased-In Recognition of Investment Income
F1.  Current Year:  0.25 x E3 139,888 (105,270)
F2.  First Prior Year 38,965 139,888 $(105,270)
F3.  Second Prior Year (154,170) 38,965 139,888 $(105,270)
F4.  Third Prior Year (183,061) (154,170) 38,964 139,887 $(105,269)
F5.  Total Recognized Investment Gain (158,378) (80,587) 73,582 34,617 (105,269)

G. Funding Value
G1.  Preliminary Funding Value End of Year:  A + D + E2 + F5 3,574,761 3,245,011
G2.  Upper Corridor Limit: B x 1.2 4,701,820 3,897,529
G3.  Lower Corridor Limit: B x 0.8 3,134,546 2,598,353
G4.  Final Funding Value 3,574,761 3,245,011

H. Difference Between Market & Funding Value 343,422 2,930
I. Recognized Rate of Return - Funding Value 2.8% 4.6% 
J. Recognized Rate of Return - Market Value 24.4% (5.1)%
K. Ratio of Funding Value to Market Value 91.2% 99.9%  

 
The Funding Value of Assets recognizes assumed investment income (line E2) fully each year.  Differences between actual and assumed 
investment income (line E3) are phased-in over a closed 4-year period.  During periods when investment performance exceeds the assumed rate, 
Funding Value of Assets will tend to be less than market value. During periods when investment performance is less than the assumed rate, 
Funding Value of Assets will be greater than market value.  The Funding Value of Assets is unbiased with respect to Market Value.  At any time it 
may be either greater or less than Market Value.  If actual and assumed rates of retirement income are exactly equal for 3 consecutive years, the 
Funding Value will become equal to Market Value. 
 
Funding Value of Assets is restricted to the range of 80% to 120% of Market Value. 
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CITY’S COMPUTED CONTRIBUTIONS - COMPARATIVE SCHEDULE 

 

Fiscal Year Valuation
Ended Date

June 30 June 30 Actual%
1977 1975 41.98 % $   1,075,151 $ 1,075,151  
1978 1976 43.58 1,196,668 1,196,668  
1979 1977 45.58 1,138,490 1,138,490  
1980 1978 47.84 1,213,055 1,213,055  
1981 1979 48.15 1,259,115 1,259,115  
1982 1980 47.95 1,305,575 1,305,575  
1983 1981 51.19 1,391,209 1,391,209  
1984 1982 52.50 1,322,580 1,322,580  
1985 1983 57.28 1,339,586 1,339,586  
1986 1984 61.48 1,271,555 1,271,555  
1987 1985 65.30 1,157,608 1,157,608  
1988 1986 64.22 1,140,823 1,140,823  
1989 1987 62.93 1,097,181 1,097,181  
1990 1988 63.41 1,096,935 1,096,935  
1991 1989 71.98 976,050 976,050  
1992 1990 * 607,060 # 607,055  
1993 1991 * 612,556 612,556  
1994 1992 * 614,402 614,402  
1995 1993 * 647,574 647,574  
1996 1994 * 536,571 536,571  
1997 1995 * 558,348 558,348  
1998 1996 * 534,469 534,469  
1999 1997 * 542,989 542,989  
2000 1998 * 372,183 372,183  
2001 1999 * 293,241 293,241  
2002 2000 * 0 0  
2003 2001 * 86,992 86,992  
2004 2002 * 301,041 301,041  
2005 2003 * 528,199 528,199  
2006 2004 * 806,276 806,276  
2007 2005 * 934,667 934,667  
2008 2006 * 612,545 612,545  
2009 2007 * 641,212 641,212  
2010 2008 * 722,537 @ 722,537  
2011 2009 * 500,000 @ 500,000  
2012 2010 * 500,000 @ 500,000  
2013 2011 * 599,431 @
2014 2012 * 606,096 @

Valuation Payroll
As Percents of Dollar Contributions

Computed

 
 * Not applicable. 
 #  Reflects transfers to Act 345 Retirement Fund through March 1, 1991. 
 @  After changes in assumptions and/or methods. 
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CASH FLOW PROJECTION A 

12-YEAR CLOSED AMORTIZATION POLICY 
7.0% MARKET RETURN 

 
Valuation Actuarial Beginning Unfunded June 30 Expected 7% Assumed Asset Ending 

Date Accrued Valuation Accrued Funded Projected Benefit Investment Gain/(Loss) Valuation
June 30 Liability Assets Liability Ratio Contributions Payments Return Recognized Assets

2012 8,481,396$        3,245,011$        5,236,385$        38.3% 599,431$             (960,598)$           214,510$             73,582$               3,171,936$          
2013 8,081,443          3,171,936          4,909,507          39.2% 606,096               (939,105)             210,380               34,617                 3,083,925            
2014 7,675,728          3,083,925          4,591,803          40.2% 596,030               (915,804)             204,683               (105,269)             2,863,565            
2015 7,265,714          2,863,565          4,402,149          39.4% 591,016               (891,041)             189,949               -                      2,753,489            
2016 6,852,087          2,753,489          4,098,598          40.2% 607,806               (864,930)             183,745               -                      2,680,109            
2017 6,436,529          2,680,109          3,756,420          41.6% 607,806               (837,464)             179,570               -                      2,630,021            
2018 6,020,311          2,630,021          3,390,290          43.7% 607,806               (808,556)             177,075               -                      2,606,346            
2019 5,604,877          2,606,346          2,998,531          46.5% 607,806               (778,099)             176,484               -                      2,612,536            
2020 5,191,885          2,612,536          2,579,349          50.3% 607,806               (746,041)             178,039               -                      2,652,341            
2021 4,783,165          2,652,341          2,130,824          55.5% 607,806               (712,322)             182,006               -                      2,729,831            
2022 4,380,734          2,729,831          1,650,903          62.3% 607,806               (676,914)             188,669               -                      2,849,392            
2023 3,986,779          2,849,392          1,137,387          71.5% 607,806               (639,861)             198,335               -                      3,015,672            
2024 3,603,597          3,015,672          587,925             83.7% 607,806               (601,294)             211,325               -                      3,233,509            
2025 3,233,509          3,233,509          -                     100.0% -                      (561,376)             206,697               -                      2,878,830            
2026 2,878,830          2,878,830          -                     100.0% -                      (520,387)             183,305               -                      2,541,748            
2027 2,541,748          2,541,748          -                     100.0% -                      (478,650)             161,170               -                      2,224,268            
2028 2,224,268          2,224,268          -                     100.0% -                      (436,526)             140,420               -                      1,928,162            
2029 1,928,162          1,928,162          -                     100.0% -                      (394,472)             121,165               -                      1,654,854            
2030 1,654,854          1,654,854          -                     100.0% -                      (352,924)             103,487               -                      1,405,418            
2031 1,405,418          1,405,418          -                     100.0% -                      (312,325)             87,448                 -                      1,180,541            
2032 1,180,541          1,180,541          -                     100.0% -                      (273,182)             73,076                 -                      980,435                
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CASH FLOW PROJECTION B 
12-YEAR CLOSED AMORTIZATION POLICY 

5.0% MARKET RETURN 
 

Valuation Actuarial Beginning Unfunded June 30 Expected 5% Assumed Asset Ending 
Date Accrued Valuation Accrued Funded Projected Benefit Investment Gain/(Loss) Valuation

June 30 Liability Assets Liability Ratio Contributions Payments Return Recognized Assets
2012 8,481,396$        3,245,011$        5,236,385$        38.3% 599,431$             (960,598)$           153,221$             61,324$               3,098,390$          
2013 8,081,443          3,098,390          4,983,054          38.3% 606,096               (939,105)             146,594               10,632                 2,922,607            
2014 7,675,728          2,922,607          4,753,120          38.1% 606,169               (915,804)             138,389               (140,325)             2,611,037            
2015 7,265,714          2,611,037          4,654,677          35.9% 613,317               (891,041)             123,609               (44,945)               2,411,977            
2016 6,852,087          2,411,977          4,440,109          35.2% 644,453               (864,930)             115,087               (54,152)               2,252,434            
2017 6,436,529          2,252,434          4,184,094          35.0% 660,795               (837,464)             108,205               (50,551)               2,133,419            
2018 6,020,311          2,133,419          3,886,891          35.4% 680,014               (808,556)             103,457               (47,100)               2,061,235            
2019 5,604,877          2,061,235          3,543,642          36.8% 700,365               (778,099)             101,118               (44,118)               2,040,501            
2020 5,191,885          2,040,501          3,151,384          39.3% 722,675               (746,041)             101,441               (42,345)               2,076,231            
2021 4,783,165          2,076,231          2,706,934          43.4% 748,485               (712,322)             104,716               (41,515)               2,175,595            
2022 4,380,734          2,175,595          2,205,138          49.7% 781,151               (676,914)             111,386               (41,769)               2,349,447            
2023 3,986,779          2,349,447          1,637,330          58.9% 828,840               (639,861)             122,197               (43,269)               2,617,354            
2024 3,603,597          2,617,354          986,242             72.6% 924,329               (601,294)             138,944               (46,295)               3,033,038            
2025 3,233,509          3,033,038          200,470             93.8% 101,932               (561,376)             140,166               (49,393)               2,664,368            
2026 2,878,830          2,664,368          214,462             92.6% 112,689               (520,387)             123,026               (50,857)               2,328,838            
2027 2,541,748          2,328,838          212,909             91.6% 116,657               (478,650)             107,392               (50,538)               2,023,699            
2028 2,224,268          2,023,699          200,567             91.0% 110,693               (436,526)             93,039                 (48,205)               1,742,700            
2029 1,928,162          1,742,700          185,461             90.4% 103,422               (394,472)             79,859                 (43,479)               1,488,030            
2030 1,654,854          1,488,030          166,823             89.9% 94,491                 (352,924)             67,941                 (37,701)               1,259,837            
2031 1,405,418          1,259,837          145,579             89.6% 83,431                 (312,325)             57,269                 (32,440)               1,055,772            
2032 1,180,541          1,055,772          124,766             89.4% 71,766                 (273,182)             47,753                 (27,669)               874,440                

 
Each year in this scenario there is an asset loss of 2% of assets.  Contributions through the 2024 valuation are projected to increase each year as these 
losses accumulate.  After the 2025 valuation, the amortization period is a one-year amortization period each year which results a projected contribution 
roughly equal to the prior year’s asset loss adjusted for the passage of time between the valuation date and the fiscal year. 
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DEVELOPMENT OF GAIN/(LOSS) 

 
 

A. B. C.

DERIVATION

Unfunded
Actuarial
Accrued
Liability
(A. - B.)

(1) Value at start of year $8,904,371 $3,574,761 $5,329,610

(2) Normal cost from last valuation -                N/A -                

(3) Actual contributions N/A 500,000 500,000        

(4) Disbursements (982,508)       (982,508)       -                

(5) Interest accrual 588,918 233,345 355,573 
[(1) + [(2) + (3) + (4)] / 2] x 7.00%

(6) Expected value before changes $8,510,781 $3,325,598 $5,185,183
(1) + (2) + (3) + (4) + (5)

(7) Increase due to plan amendment -                -                -                

(8) Increase due to revised assumptions 358,772        -                358,772        

(9) Expected value after changes $8,869,553 $3,325,598 $5,543,955
(6) + (7) + (8)

(10) Actual value at end of year 8,481,396 3,245,011 5,236,385 

(11) Gain/(loss) $388,157 ($80,587) * $307,570
(10) - (9) [*(9) - (10) for assets]

Actuarial
Value of
Assets

Actuarial
Accrued
Liability
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COMMENTS AND RECOMMENDATION 

 
Plan Experience:  Net experience for the Pension Fund was favorable during the year ending June 30, 

2012.  The major sources of gains or losses on the unfunded actuarial accrued liability (UAAL) are: 

Item Impact on UAAL
Asset Loss (80,587)$             
COLA Gain 169,236               
Mortality Loss (237,190)             
Data Gain 456,111               
Total Gain 307,570$             

 
The recognized rate of return was 4.6% versus the assumed rate of 7.0% resulting in a loss (Note that the 

market rate of return was (5.1)% which was 12.1% below the 7.0% assumption).  Actual COLAs granted 

this year were 0% and 1.5% versus the assumed rate of 3.0% resulting in a gain.  Participants are living 

longer than expected resulting in a mortality loss (See comment on Assumptions and Methods).  There 

was a significant data change with the removal of a surviving spouse from the rolls after clarification of 

her status resulting in a substantial gain. 

 

Assumptions and Methods:  At the February 2012 board meeting the trustees agreed to review the 

mortality assumption.  The mortality assumption used in the prior valuation was the 1994 Group Annuity 

Mortality Table.  That table does not reflect mortality improvements since 1995 and has no assumption for 

future improvements.  Under that assumption, the plan experienced a loss of $237,190 (2.7% of liability) 

in the year ending June 30, 2012.  Therefore, we believe that Table is no longer appropriate and 

recommend changing to the RP 2000 combined mortality table projected to 2017 with scale BB.  The 

projection of the table to the valuation date accounts for past mortality improvements and the projection 

from the valuation date to 2017 is a provision for future mortality improvements. 

 

The results of this valuation reflect the change in mortality tables.  Principal results before and after the 

change are shown below: 

Prior Current
Assumption Assumption Change

Actuarial Accrued Liability 8,122,624$          8,481,396$               358,772$    
Actuarial Valuation of Assets 3,245,011            3,245,011                -            

Unfunded Actuarial Liability 4,877,613$          5,236,385$               358,772$    

Funded Ratio 40.0% 38.3% -1.7%
Annual Required Contribution 559,398$             606,096$                 46,698$     

 
We recommend that the board accept this report and in doing so adopt this new assumption. 
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Looking Ahead:  The current level of benefit payments, $973,855, is large relative to the market value of 

assets of $3,247,941 as of June 30, 2012.  The amount of benefit payments, the value of funds in the trust, 

and the trust investment vehicles all should be monitored closely to avoid any short-term cash flow 

problems.  Pages A-5 and A-6 show projections under the current and proposed assumption policies. 

 

It is important to understand that these projections are not forecasts.  Projection A assumes that the system 

earns 7.0% on the market value of assets.  If market returns are not sufficient to yield 7.0% on the 

valuation assets, contributions will increase in the next few years. Projection B was included to show the 

potential impact on contributions if the fund earns 5.0% on the market value of assets. 

 

The Governmental Accounting Standards Board (GASB) has adopted new accounting standards for 

public sector pension plans.  The new standards are Statement No. 67 for plan reporting and 

Statement No. 68 for employer reporting.  Statement No. 67 is effective for the fiscal year ending 

June 30, 2014 and Statement No. 68 is effective for the fiscal year ending June 30, 2015.  Early 

adoption is allowed. 

 

It is important to note that the new GASB Standards do not change the funding requirements of the 

plan, however the plan’s funding policy will have an effect on the GASB disclosures.  The GASB 

disclosures require a calculation of Total Pension Liability which can be different from the Actuarial 

Accrued Liability if the plan’s funding policy is insufficient.  Even though this plan’s funded ratio is 

low, we expect that the 12 year amortization will be sufficient to fund the plan. 

 

Recommendation:  We recommend that the Board continue to monitor liquidity needs and asset 

allocation with the investment consultant.  Roughly 75% of the liability is attributable to expected benefit 

payments in the next 10 years.   In the current market, achieving 7% per year during the next 10 years may 

prove very challenging.  It may be necessary to lower the assumed rate of return if the current low interest 

rate environment persists. 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION B 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED AND/OR CONSIDERED 
(JUNE 30, 2012) 

 
 
 

REGULAR RETIREMENT (NO REDUCTION FACTOR FOR AGE) 
 
Eligibility - Age 55 with 25 years of credited service, or age 65 regardless of credited service. 
 
Mandatory Retirement Age - Age 65. 
 
Annual Amount - 2% of final average salary (FAS) for each year of credited service, to a maximum of 
60% of FAS. 
 
Type of Final Average Salary - Average of annual salary for the five highest consecutive years of 
service within last 10 years preceding retirement. 
 
 

DUTY DISABILITY RETIREMENT 
 
Eligibility - Total and permanent disability incurred in line of duty with the City. 
 
Annual Amount - 66-2/3% of current salary at date of disability.  Amount is offset by Worker's 
Compensation. 
 
 

NON-DUTY DISABILITY RETIREMENT 
 
Eligibility - Total and permanent disability after 10 years of credited service and under the age of 55 
years. 
 
Annual Amount - 1-2/3% of final average salary for each year of credited service.  Minimum is 20% of 
FAS; maximum is 50% of FAS. 
 
 

DUTY DEATH BEFORE RETIREMENT 
 
Eligibility - Death in line of duty with the City. 
 
Annual Amount - 50% of final salary to surviving spouse, until remarriage or death, plus 10% to each 
unmarried child under age 18; maximum to spouse and children is 66-2/3% of final salary.  Amounts are 
offset by Worker's Compensation. 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED AND/OR CONSIDERED 

(JUNE 30, 2012) 
 
 

NON-DUTY DEATH BEFORE RETIREMENT 
 
 
Eligibility - Death after 10 years of credited service. 
 
Annual Amount - 1-1/2% of final average salary to eligible spouse (married at least 1 year to deceased 
member) for each year of credited service, payable beginning no earlier than age 45.  Minimum is 20% of 
FAS; maximum is 40% of FAS.  To each unmarried child under age 18, 10% of FAS with maximum of 
50% of FAS for all minor children; total for spouse and children not to exceed 66-2/3% of FAS. 
 
 

AUTOMATIC DEATH BENEFIT AFTER RETIREMENT 
 
Same as non-duty death before retirement. 
 
 

POST-RETIREMENT COST-OF-LIVING ADJUSTMENTS 
 
Pensions adjusted by same percent as increase in the pay of the rank last occupied. 
 
 

MEMBER CONTRIBUTIONS 
 
7% plus 1/2 of 1% for post-retirement cost-of-living adjustments. 
 
 



 

City of Jackson Policemen’s and Firemen’s Pension Fund B-3 
 

 
 

SUMMARY OF ASSET INFORMATION 
SUBMITTED FOR VALUATION 

 
 
 

Balance Sheet 
 

Cash & equivalents $    119,654 Members' contributions $                 0 
Receivables & accruals 8,500 Employer contributions 21,426,208
Stocks 2,107,600 Retired benefit payments (18,178,267)
Bonds 1,012,187                    
International stocks 0

Total Current Assets $3,247,941 Total Reserves $  3,247,941

Reported Assets - Market Value Reserves for

 
 
 
 
 
 

Revenues and Expenditures 
 
 

Reported Balance - 7/1/2011 $3,918,183

Revenues
    Members' contributions 0
    Employer contributions 500,000
    Investment income (152,036)

Expenditures
    Benefit payments 982,508
    Refund of member contributions                none
    Administrative expense 35,698
    Transfer to Act 345 
        (member contributions)                none

Reported Balance - 6/30/2012 $3,247,941  
 
 
 



 

City of Jackson Policemen’s and Firemen’s Pension Fund B-4 
 

 

RETIRANT AND BENEFICIARY COMPARATIVE SCHEDULE 
(ANNUAL PENSIONS INCLUDE ESCALATION) 

 
Year

Ended Annual Annual Average
June 30 No. New COLAs No. Pensions No Pensions Pension Total Average

1988 3 $  124,036 5      $  79,474   105    $1,492,446  3.0 % $14,214   $20,785,947  $197,961      
1989 5 109,106 4      53,386   106    1,548,166  3.7 14,605   21,275,046  200,708      
1990 5 97,241 10      152,014   101    1,493,393  (3.5) 14,786   18,062,914  178,841      
1991 1 70,460 7      89,406   95    1,474,447  (1.3) 15,520   18,276,463  192,384      
1992 1 63,725 2      30,114   94    1,508,058  2.3 16,043   18,168,944  193,287      

1993 2 65,384 4      75,660   92    1,497,782  (0.7) 16,280   17,874,330  194,286      
1994 1 3,323 5      73,126   88    1,427,979  (4.7) 16,227   16,794,575  190,847      
1995 2 82,432 6      94,036   84    1,416,375  (0.8) 16,862   16,323,768  194,331      
1996 1 51,246 4      73,871   81    1,393,749  (1.6) 17,207   15,749,311  194,436      
1997 66,799 3      22,494   78    1,438,054  3.2 18,437   15,690,172  201,156      

1998 42,629 6      83,160   72    1,397,523  (2.8) 19,410   13,478,231  187,198      
1999 1 44,820 4      54,045   69    1,388,298  (0.7) 20,120   13,126,607  190,241      
2000 1 69,894 5      107,373   65    1,350,819  (2.7) 20,782   11,747,323  180,728      
2001 44,704 4      79,319   61    1,316,204  (2.6) 21,577   11,427,707  187,339      
2002 38,818 2      24,168   59    1,330,854  1.1 22,557   11,267,420  190,973      

2003 3 105,612 6      148,099   56    1,288,367  (3.2) 23,007   10,900,752  194,656      
2004 0 $  41,628 2      18,616   54    1,311,379  1.8 24,285   10,753,134  199,132      
2005 0 42,898 4      91,966   50    1,262,311  (3.7) 25,246   10,172,322  203,446      
2006 0 47,031 4      30,670   46    1,278,672  1.3 27,797   10,930,809  237,626      
2007 0 43,468 2      66,876   44    1,255,264  (1.8) 28,529   10,681,885  242,770      

2008 3 22,947 39,671 5      121,543   42    1,196,339  (4.7) 28,484   11,055,950  @ 263,237      
2009 1 31,172 30,500 7      179,762   36    1,078,249  (9.9) 29,951   9,866,752  274,076      
2010 0 0 28,465 3      43,249   33    1,063,465  (1.4) 32,226   9,463,639  286,777      
2011 2 70,213 4,675 3      125,298   32    1,013,055  (4.7) 31,658   8,904,371  278,262      
2012 0 0 7,083 3      46,283   29    973,855  (3.9) 33,581   8,481,396  @ 292,462      

Removed from Rolls
Annual Pensions*

Added to Rolls

Pensions
Annual

% Incr. in
Discounted Value of Pensions

Rolls End of Year

 
 

 

*    Beginning in the 2004 valuation, changes in annual pension are separated into benefits for new members and cost-of-living adjustments for existing members.   
      
 
@    After changes in assumptions and/or methods. 
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RETIRANTS AND BENEFICIARIES ON ROLLS 
COMPARATIVE STATEMENT 

 
Valuation

Date No. on Initial Escalation
June 30 Rolls Pensions Pensions Total

1960 68   $    158,345 
1965 71   $172,949 $   42,488 215,437 80.3 %
1970 104   278,557 199,921 478,478 58.2
1975 116   497,954 395,028 892,982 55.8
1980 112   567,501 567,214 1,134,715 50.0
1985 110   774,651 628,568 1,403,219 55.2
1986 108   775,153 651,392 1,426,545 54.3
1987 107   763,834 684,050 1,447,884 52.8
1988 105   752,901 739,545 1,492,446 50.4
1989 106   777,681 770,485 1,548,166 50.2
1990 101   751,155 742,238 1,493,393 50.3
1991 95   722,482 751,965 1,474,447 49.0
1992 94   722,387 785,671 1,508,058 47.9
1993 92   712,725 785,057 1,497,782 47.6
1994 88   683,521 744,458 1,427,979 47.9
1995 84   672,805 743,570 1,416,375 47.5
1996 81   655,743 738,006 1,393,749 47.0
1997 78   641,341 796,713 1,438,054 44.6
1998 72   625,412 772,111 1,397,523 44.8
1999 69   609,245 779,053 1,388,298 43.9
2000 65   610,280 740,539 1,350,819 45.2
2001 61   591,432 724,772 1,316,204 44.9
2002 59   583,398 747,456 1,330,854 43.8
2003 56   601,739 686,628 1,288,367 46.7
2004 54   590,490 720,889 1,311,379 45.0
2005 50   560,207 702,104 1,262,311 44.4
2006 46   541,856 736,816 1,278,672 42.4
2007 44   529,973 725,291 1,255,264 42.2
2008 42   514,630 681,709 1,196,339 43.0
2009 36   464,420 613,829 1,078,249 43.1
2010 33   446,976 616,489 1,063,465 42.0
2011 32   444,354 568,701 1,013,055 43.9
2012 29   422,907 550,948 973,855 43.4

of Total
as Percent

Initial
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY TYPE OF PENSIONS BEING PAID 

 
 
 

Total
Escalator Initial Annual

Type of Pension Being Paid No. Pensions Pensions Pensions

Present Plan (1957) Pensions
Age & Service Pensions:
              - straight life 6     $157,664  $113,692  $271,356  
              - survivor beneficiaries 7     64,479  54,929  119,408  
              - totals 13     222,143  168,621  390,764  

Casualty Pensions:
             - disability 14     304,848  235,929  540,777  
             - death-in-service 2     23,957  18,357  42,314  
             - totals 16     328,805  254,286  583,091  

  
Present Plan Totals 29  550,948  422,907  973,855  

Total Pensions Being Paid 29     $550,948  $422,907  $973,855   
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 

TABULATED BY ATTAINED AGE 
 
 
 
 

Attained Annual
Age No. Pensions

60 - 69 4     $   167,703  
70 - 74 5        209,071  
75 - 79 8        241,732  

81 1        31,421  
83 3        144,759  
85 2        21,844  
90 1        20,253  
91 1        30,647  
92 1        21,505  
93 2        51,839  
94 1        33,081  

TOTALS 29     $   973,855  

Present Plan

 
 
 
 

Average Age at Retirement:  47.5 yrs. 
 

Average Age Now:  80.0 yrs. 
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ACTIVE MEMBERS * 
COMPARATIVE SCHEDULE 

 
 

Valuation
Date Active Valuation

June 30 Members Payroll Pay

1966 161      $1,120,927   N/A yrs.    N/A yrs. $  6,962 0.0 %
1967 154      1,112,452 38.8 12.3 7,224 3.8 
1968 189      1,616,594 36.9 10.9 8,553 18.4 
1969 171      1,491,991 37.8 11.7 8,725 2.0 
1970 184      1,985,341 36.8 10.9 10,790 23.7 
1971 181      2,069,097 37.4 11.7 11,431 5.9 
1972 182      2,255,898 37.4 11.7 12,395 8.4 
1973 172      2,245,755 37.3 11.7 13,057 5.3 
1974 155      2,191,456 37.2 11.9 14,138 8.3 
1975 153      2,561,103 38.1 12.7 16,739 18.4 
1976 141      2,590,482 38.4 13.1 18,372 9.8 
1977 124      2,356,400 38.4 13.0 19,003 3.4 
1978 114      2,392,124 39.0 13.5 20,984 10.4 
1979 110      2,466,966 40.3 14.7 22,427 6.9 
1980 103      2,567,220 40.6 15.0 24,924 11.1 
1981 90      2,562,461 41.6 16.0 28,472 14.2 
1982 82      2,375,269 41.5 16.2 28,967 1.7 
1983 73      2,216,742 41.9 16.7 30,366 4.8 
1984 67      1,960,418 42.1 17.0 29,260 (3.6)
1985 56      1,680,335 42.1 17.2 30,006 2.5 
1986 54      1,683,819 42.8 18.0 31,182 3.9 
1987 51      1,652,602 43.6 18.8 32,404 3.9 
1988 46      1,639,724 44.2 19.6 35,646 10.0 
1989 33      1,285,310 44.9 20.3 38,949 9.3 
1990 21      777,999 45.8 21.1 37,048 (4.9)
1991 6      251,480 47.8 22.0 41,913 13.1 
1992 5      228,684 48.2 22.8 45,737 9.1 
1993 5      237,750 49.2 23.8 47,550 4.0 
1994 1      43,230 56.0 24.3 43,230 (9.1)
1995 1      43,139 57.0 25.3 43,139 (0.2)
1996 1      44,875 58.0 26.3 44,875 4.0 
1997 1      50,098 59.0 27.3 50,098 11.6 
1998 1      49,813 60.0 28.3 49,813 (0.6)
1999 1      51,016 60.8 29.3 51,016 2.4 
2000 0      0 N/A N/A N/A N/A

Age Service % Incr.
Average

 
 

 *  As of the June 30, 2000 valuation, there are no longer active members. 
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ACTUARIAL COST METHODS USED FOR THE VALUATION 
 
 
Financing of Unfunded Actuarial Accrued Liabilities: Unfunded actuarial accrued liability was 

financed over a period of the average life expectancy of remaining members rounded down to whole 

years.  The indicated dollar amounts were assumed to remain level over the closed 12-year amortization 

period.  Contribution amounts were assumed to be paid midway through the fiscal year. 

 

The funding value of assets used for funding purposes is derived as follows:  prior year valuation assets are 

increased by contribution and expected investment income and reduced by refunds, benefit payments and 

expenses.  To this amount is added 25% of the difference between expected and actual investment income 

for each of the previous four years.  Beginning with the June 30, 2008 valuation, funding value of assets are 

restricted to the range of 80% to 120% of market value of assets. 
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ACTUARIAL ASSUMPTIONS USED FOR THE VALUATION 

 
 
The contribution requirements and actuarial present values of a pension fund are calculated by applying 

actuarial assumptions to the benefit provisions and people information of the fund, using the actuarial 

methods described on page C-1. 

 
The principal areas of risk which require actuarial assumptions about future experiences are: 
 

(i) long-term rates of investment return to be generated by the assets of the Fund 

 
(ii) patterns of pay increases to members 

 
(iii) rates of mortality among members, retirants, and beneficiaries 

 
(iv) rates of withdrawal of active members 

 
(v) rates of disability among active members 

 
(vi) the age patterns of actual retirements 

 
The monetary effect of each assumption is calculated for as long as a present covered person survives - - - 

a period of time which can be as long as a century. 

 
 
 
 
Actual experience of the Fund will not coincide exactly with assumed experience, regardless of the 

wisdom of the assumptions.  Each valuation provides a complete recalculation of assumed future 

experience and takes into account all past differences between assumed and actual experience.  The result 

is a continual series of adjustments (usually small) to the computed contribution rate. 

 
From time-to-time one or more of the assumptions are modified to reflect experience trends (but not 

random or temporary year-to-year fluctuations). 
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A plan becomes closed when no new hires are admitted to active membership.  The persons covered by 
the plan at the time of closing continue their normal activities and continue to be covered by the plan, until 
the last survivor dies. 
 
CASH BENEFITS LINE.   After a pension plan becomes closed, the usual pattern is for cash benefits to 
continue to increase for decades of time.  Eventually the cash benefits will peak, and then gradually 
decrease over more decades of time, ultimately to zero.  The last cash benefit is likely to occur a century 
after the time the plan is closed. 
 
The precise amounts of cash benefits cannot be known now, and must be estimated by assumptions of 
future experiences in a variety of financial risk areas. 
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The investment return rate (net of administrative expenses) used for valuation calculations was 7.0% a 
year, compounded annually.  This rate is not the assumed real rate of return.  The real rate of return is the 
rate of investment return in excess of the rate of inflation.  Considering other financial assumptions, the 
7.0% investment return rate translates to an assumed real rate of return of 4.0 %.  
 
The assumption is used to equate the value of payments due at different points in time and was first used 
for the June 30, 2000 valuation.  Approximate investment returns, for the purpose of comparisons with 
assumed returns, have been as follows: 
 

5-Year
2012 2011 2010 2009 2008 Average

Nominal rate 4.6% 2.8% 2.5% (14.2)% 5.6% (0.0)%

Year Ended June 30

 
 

The nominal rate of return was computed using the approximate formula i = I divided by 
1/2 (A + B - I), where I is actual realized investment income net of expenses plus market 
value adjustments, A is the beginning of year asset value, and B is the end of year asset 
value. 

 
These rates of return should not be used for measurement of an investment advisor's performance or for 
comparisons with other pension funds -- to do so will mislead. 
 
Assumed rate of pension escalation:  3.0% per annum, compounded annually.   
 
The mortality table used was the RP 2000 Combined Mortality Table for males and females projected to 
2017 using scale BB.  The Base table is the RP 2000 Combined Mortality Table projected to the valuation 
date and the provision for future mortality improvement is the additional projection to 2017 with scale BB.  
This table was first used for the June 30, 2012 valuation.  Sample values follow: 

Sample
Ages Men Women Men Women

60 $127.75  $132.83  23.61     26.04     
65 116.60  122.58  19.42     21.70     
70 103.45  110.58  15.53     17.68     
75 88.49  96.98  12.00     14.02     
80 72.49  82.01  8.93     10.76     
95 30.89  40.19  3.06     4.23     

Expectancy (Years)$1 Monthly for Life
Future LifePresent Value of

 
 

This assumption is used to measure the probabilities of each benefit payment being made after retirement. 
 
Load for survivor pension escalation:  Upon the death of a retiree with a joint and survivor form of 
payment, the surviving spouse’s benefit is reset to the applicable percent of the retiree’s benefit at 
retirement.  This reset benefit is escalated in future years.  For purposes of the valuation, surviving 
spouse’s benefits for living retirees are valued without the COLA and the liability for the plan as a whole 
is increased by 1%.  
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DEFINITIONS OF TECHNICAL TERMS 
 
 
Accrued Service:  Service credited under the fund which was rendered before the date of the actuarial 

valuation. 

 
 
Actuarial Accrued Liability:  The difference between the actuarial present value of future benefit 

payments and the actuarial present value of future normal costs.  Also referred to as "accrued liability" or 

"past service liability." 

 
 
Actuarial Assumptions:  Estimates of expected future experience with respect to rates of mortality, 

disability, turnover, retirement, rate or rates of investment income and salary increases.  Decrement 

assumptions (rates of mortality, disability, turn-over and retirement) and generally based on past 

experience, often modified for projected changes in conditions.  Economic assumptions (salary increases 

and investment income) consist of the underlying rates in an inflation-free environment plus a provision 

for a long-term average rate of inflation. 

 
 
Actuarial Cost Method:  A mathematical budgeting procedure for allocating the dollar amount of the 

"actuarial present value of future benefit payments" between future normal costs and actuarial accrued 

liabilities.  Sometimes referred to as the "actuarial valuation cost method." 

 
 
Actuarial Equivalent:  A single amount or series of amounts of equal actuarial present value to 

another single amount or series of amounts, computed on the basis of appropriate actuarial assumptions. 

 
 
Actuarial Present Value:  The amount of funds currently required to provide a payment or series of 

payments in the future.  It is determined by discounting future payments at predetermined rates of interest, 

and by probabilities of payment.  Also referred to as "present value." 

 
 
Amortization:  Paying off an interest-discounted amount with periodic payments of interest and 

principal -- as opposed to paying it off with a lump sum payment. 
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Experience Gain/(Loss): The difference between actual actuarial costs and assumed actuarial costs - - 

during the period between two valuation dates. 

 
 
Normal Cost:  The actuarial cost allocated to the current year by the actuarial cost method.  Sometimes 

referred to as "current service cost." 

 
 
Unfunded Actuarial Accrued Liabilities:  The difference between actuarial accrued liabilities and 

the actuarial value of fund assets.  Sometimes referred to as "unfunded past service liability," "unfunded 

accrued liability" or "unfunded supplemental present value." 

 
Most pension funds have unfunded actuarial accrued liabilities.  They arise each time new benefits are 

added and each time an experience loss is realized. 

 
The existence of unfunded actuarial accrued liabilities is not in itself bad, any more than a mortgage on a 

house is bad.  Unfunded actuarial accrued liabilities do not represent a debt that is payable today.  What is 

important is the ability to control the amount of unfunded actuarial accrued liabilities and the trend in their 

amount (after due allowance for devaluation of the dollar). 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION D 
D IS C LO S U R ES  R EQ U IR ED  B Y S TATEME N T N O .  25  
O F  TH E G O VER N MEN TA L A C C O U N TING  
S TA N D A R D S  B O A R D  
 
 
 
 
This information is presented in draft form for review by the Fund’s auditor.  Please let 
us know if there are any items that the auditor changes so that we may maintain 
consistency with the Fund’s financial statements. 
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GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENTARY INFORMATION 

 
 
The information presented in the required supplementary schedules was determined as part of the actuarial 

valuations at the dates indicated.  Additional information as of the latest actuarial valuation follows: 

 
 

Valuation Date June 30, 2012 
  
Actuarial Cost Method Aggregate 
  
Amortization Method Level dollar, closed 
  
Remaining Amortization Period 12 years 
  
Asset Valuation Method 4-year smoothed market 
  
Actuarial Assumption:  

Investment rate of return  7.00% 
Projected salary increases N/A 
Includes inflation at N/A 
   Cost-of-living adjustments  3.0% 

 
 
Membership of the plan consisted of the following at June 30, 2012, the date of the latest actuarial 

valuation: 

 
 

Retirees and beneficiaries receiving benefits 29 
  
Terminated plan members entitled  

to but not yet receiving benefits 0 
  
Active plan members   0 
  
Total 29 

 
  



 

City of Jackson Policemen’s and Firemen’s Pension Fund D-2 
 

 
GASB STATEMENT NO. 25  

REQUIRED SUPPLEMENTARY INFORMATION 
 
 

Schedule of Funding Progress 
 

Actuarial
Valuation Unfunded

Date Actuarial Accrued AAL Covered
June 30 Liability (AAL) (UAAL) Payroll

2003  $7,745,243 $10,900,752    $3,155,509 71.1 % N/A  
2004  6,417,621 10,753,134    4,335,513 59.7 N/A  
2005  5,621,672 10,172,322    4,550,650 55.3 N/A  
2006  5,559,966 10,930,809    5,370,843 50.9 N/A  
2007  5,848,461 10,681,885    4,833,424 54.8 N/A  

2008* 5,532,527 11,055,950    5,523,423 50.0 N/A  
2009  4,294,430 9,866,752    5,572,322 43.5 N/A  
2010  4,028,988 9,463,639    5,434,651 42.6 N/A  
2011  3,574,761 8,904,371    5,329,610 40.1 N/A  
2012* 3,245,011 8,481,396    5,236,385 38.3 N/A  

Assets
Value of
Actuarial

Ratio
Funded

 
 
 *  After changes in assumptions and/or methods. 
 
 
 

Schedule of Employer Contributions 
 

Fiscal Contribution Rates Computed Dollar
Year Ended as Percents of Contribution Based Actual Annual

June 30 Valuation Payroll on Projected Payroll Contribution

2005  N/A $       528,199        $       528,199    100 %
2006  N/A 806,276        806,276    100
2007  N/A 934,667        934,667    100
2008  N/A 612,545        612,545    100
2009  N/A 641,212        641,212    100

2010* N/A 722,537        722,537    100
2011  N/A 500,000        500,000    100
2012  N/A 500,000        500,000    100
2013  N/A 599,431             -          -
2014* N/A 606,096             -          -

Contributed
Percentage

 
 

 *  After changes in assumptions and/or methods. 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
January 30, 2013 
 
 
 
 
Ms. Sandy Sykes 
Pension Coordinator 
City of Jackson 
161 West Michigan Avenue 
Jackson, Michigan  49201 
 
Dear Sandy: 
 
Enclosed, please find 12 copies of the report of the 55th Annual Actuarial Valuation 
of the City of Jackson Policemen's and Firemen's Pension Fund. 
 
Sincerely, 
 
 
 
David T. Kausch, FSA, EA, MAAA 
 
DK:bd 
Enclosures 
 
cc: The Rehman Group 
 Attn:  Mark Kettner 
 



 
                         Finance Department 

 
      161 W. Michigan Avenue  -  Jackson, MI  49201 

Telephone: (517) 788-4030 — Facsimile: (517) 768-5857 
 
 

CITY COUNCIL MEETING 
April 23, 2013 

 
TO: Honorable Mayor and City Councilmembers 
 
FROM: Philip J. Hones, Finance Director 
 
SUBJECT: Consideration and Approval of Pension System Funding Letters 
          ___________ 
 
RECOMMENDATION: Consideration and approval of the actuarial valuations as of June 30, 
2012, communication from the Boards of Trustees of the City of Jackson Employees Retirement 
System, Act 345 Retirement System, and the City of Jackson Policemen’s and Firemen’s Pension 
System, and certification of funding necessary for fiscal year 2013-2014.  
 
Attached are the following items for the City Council’s receipt, consideration and approval: 
 

1. Letter of Funding requested for the City of Jackson Employees Retirement System for FY2013-
2014, and a copy of the latest Actuary Report. 

 
2. Letter of Funding requested for the City of Jackson’s Policemen's and Firemen's Pension System 

for FY2013-2014, and a copy of the latest Actuary Report. 
 
3. Letter of Funding requested for the City of Jackson Act 345 Retirement System for FY2013-2014, 

and a copy of the latest Actuary Report. 
 
Copies of the Actuary Reports will also be available for review in the City Clerk’s Office, and will be 
available in the Reference area of the Jackson District Library downtown branch for a period of six months.   
 
Requested action is to receive the actuarial reports, and approve the letters of funding necessary for fiscal 
year 2013-2014. 
 
If you have any questions, please contact me at 768-6384. 
 
PJH/ss  

 
 
 
 
 

 
 
 
 
 
 
X:\pension\funding ltrs memo to council 4-23-13.doc 
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March 27, 2013 
 
 
 
 
The Board of Trustees 
City of Jackson Employees Retirement System 
Jackson, Michigan 
 
The results of the June 30, 2012 Annual Actuarial Valuation of the City of Jackson Employees 
Retirement System are presented in this report.   
 
This report was prepared at the request of the Board and is intended for use by the Retirement System 
and those designated or approved by the Board.  This report may be provided to parties other than the 
System only in its entirety and only with the permission of the Board. 
 
The purpose of the valuation is to measure the System’s funding progress, to determine the employer 
contribution rate for the fiscal year ending June 30, 2012, and to determine the actuarial information for 
Governmental Accounting Standards Board (GASB) Statement No. 25.   
 
The actuaries submitting this statement are members of the American Academy of Actuaries and meet 
the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein. 
 
Please see the following page for additional disclosures required by the Actuarial Standards of Practice.   
 
This report has been prepared by actuaries who have substantial experience valuing public employee 
retirement systems. To the best of our knowledge the information contained in this report is accurate and 
fairly presents the actuarial position of the City of Jackson Employees Retirement System as of the 
valuation date.  All calculations have been made in conformity with generally accepted actuarial 
principles and practices, and with the Actuarial Standards of Practice issued by the Actuarial Standards 
Board.   
 
Respectfully submitted, 
  
 
 
 
David T. Kausch, FSA, EA, MAAA Abra D. Hill, ASA, MAAA 
 
DTK/ADH:bd 
 
 

 



 

 
 

Additional Disclosures Required by Actuarial Standards of Practice 
 
 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements (such 
as the end of an amortization period or additional cost or contribution requirements based on the plan’s 
funded status); and changes in plan provisions or applicable law.  Due to the limited scope of the actuary’s 
assignment, the actuary did not perform an analysis of the potential range of such future measurements. 
 
This report should not be relied on for any purpose other than the purpose described herein.  
Determinations of the financial results associated with the benefits described in this report in a manner 
other than the intended purpose may produce significantly different results. 
 
The signing actuaries are independent of the plan sponsor. 
 
The valuation was based upon information furnished by the City, concerning Retirement System benefits, 
financial transactions, plan provisions and active members, terminated members, retirees and 
beneficiaries.  We checked for internal and year-to-year consistency, but did not otherwise audit the data.  
We are not responsible for the accuracy or completeness of the information provided by the City. 
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EXECUTIVE SUMMARY 
 

Valuation Date: June 30, 2011 June 30, 2012

Fiscal Year Ending: June 30, 2013 June 30, 2014

Recommended Employer Contributions:
Annual Amount $     880,750 $   1,126,236
Percentage of Covered Payroll 9.92% 12.52%

Membership
Number of

Active Members^ 171 169
Retirees and Beneficiaries 170 173
Inactive, Non-retired Members 24 22
Total 365 364

Total Pensions Being Paid $  2,596,555 $  2,618,194

Assets
Market Value $33,636,645 $32,481,773
Actuarial Value 32,985,594 32,116,826
Return on Market Value 21.0%  2.1% 
Return on Actuarial Value 1.3% 3.0% 
Ratio - Actuarial Value to Market Value 98.1% 98.9%

Actuarial Information
Normal Cost % 11.16% 11.06%
Actuarial Accrued Liability (AAL) $43,916,224 $48,321,325
Unfunded Actuarial Accrued Liability (UAAL) 10,930,630 16,204,499
Funded Ratio 75.1% 66.5%
Amortization Period 30 years 30 years  

 
^  Includes current DROP Participants. 
 
Highlights/Changes 

The DROP is now closed to any non-DROP active members.  With the closure of the DROP we 

recommend a funding method change to reflect known DROP elections. 

 There were changes in actuarial assumptions as adopted by the Board. 

 There were losses on assets, retirements, and salaries, offset by gains on turnover and mortality. 

 

The Executive Summary gives an overview of the entire report.  It cannot be used as a substitute for a 

thorough reading of the full report.   
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EXECUTIVE SUMMARY 

 

Actuarial Valuation 

 
This is the actuarial valuation of the City of Jackson Employees Retirement System, prepared as of 

June 30, 2012. Valuations are prepared annually, as of July 1 of each year, the first day of plan year. 

 
The primary purposes of the valuation report are to measure the plan’s liabilities; to determine the 

required employer contribution rate based upon the System’s funding policy and to analyze changes 

in the System’s actuarial position. 

 
In addition, the report provides information in connection with the Governmental Accounting 

Standards Board Statement No. 25 (GASB No. 25), and it provides summaries of the member data, 

financial data, plan provisions, and actuarial assumptions and methods. 

 
 
Financing Objectives 
 
The System is supported by member contributions, employer contributions, and net earnings on the 

investments of the fund.  The total contribution is determined by the actuarial valuation.  The member 

contribution rate is set at one-half of total computed contribution less amounts for the DROP which 

are contributed by the City.  The employer contribution is the remainder. 

 
The combined member and employer contributions are intended to be sufficient to pay the normal 

cost and to amortize the Unfunded Actuarial Accrued Liability (UAAL) over a period of 30 years 

from the valuation date. A thirty-year period is the maximum amortization period allowed by GASB 

Statement No. 25 in computing the Annual Required Contribution (ARC). 

 
Contribution Requirement 
 
The computed employer contribution for the fiscal year ending June 30, 2014 is $1,126,236, 12.52% 

of covered payroll. This compares with an employer contribution for the fiscal year ending June 30, 

2013 of $880,750, 9.92% of covered payroll. 
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EXECUTIVE SUMMARY 

 

Funded Status 

 
As of the valuation date, the Unfunded Actuarial Accrued Liability (UAAL) is $16,204,499, and the 

funded ratio (the ratio of the Actuarial Value of Assets to the Actuarial Accrued Liability) is 66.5%. 

At the time of last year’s valuation, the UAAL was $10,930,630, and the funded ratio was 75.1%. See 

page A-9 for the development of the actuarial gain or loss over the last year and page A-5 for a history 

of the funded ratios. 

 
The plan experienced a loss of $2,084,432.  This loss includes a recognized investment loss of 

$1,589,402, and liability losses of $495,030.  Liability losses include more retirements and DROP 

elections than expected due in part to the closure of the DROP, higher salaries than expected due in 

part to the elimination of mandated furloughs, offset by gains due to lower turnover than expected and 

gains on mortality. 

 
 
Variability of Future Contribution Rates 
 
The Actuarial Cost Method used to determine the contribution rate is intended to produce contribution 

rates which are generally level as a percent of payroll. Even so, when experience differs from the 

assumptions, as it often does, the employer’s contribution rate can vary significantly from year-to-

year. 

 
Over time, if the year-to-year gains and losses offset each other, the contribution rate would be 

expected to return to the current level.  

 
The Market Value of Assets is greater than the Actuarial Value of Assets by $364,946 as of the 

valuation date (see page A-6). This difference will be gradually recognized over the next four years in  

the absence of offsetting losses/gains.  
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EXECUTIVE SUMMARY 

 

Relationship to Market Value  

 
If Market Value had been the basis for the valuation, the employer contribution rate would have been 

12.38% of payroll and the funded ratio would have been 67.2%. This is a rough indication of the 

future status of the System. The last portion of the market losses from 2009 has been phased-in.  See 

the “Looking Ahead” comment on page A-12 for a discussion on future contribution rates. 

 

Benefit Provisions 

 
This valuation reflects benefits promised to members in the plan on the valuation date as reported to 

us by the System’s administrator. Members hired on or after July 1, 2012 will have a pension 

multiplier of 1.25% of their final average compensation for each year of service, a different definition 

of compensation, and a different member contribution rate.  This change does not affect any members 

as of the date of this valuation.  See the “Plan Amendments” comment on page A-11 for more 

information. 

 

Actuarial Assumptions and Methods 

 
In determining costs and liabilities, actuaries use assumptions about the future, such as rates of salary 

increase, probabilities of retirement, termination, death and disability, and an investment return 

assumption. The Retirement Board sets the actuarial assumptions and methods taking into account 

recommendations made by the plan’s actuary and other advisors. The Board adopted changes to the 

economic and mortality assumptions based on the results of a study issued by GRS on July 19, 2012.  

Changes to the assumptions adopted by the Board include decreasing the assumed invest return from 

8.00% to 7.50%, decreasing the assumed wage inflation from 4.25% to 3.00%, decreasing the 

assumed price inflation from 4.25% to 2.50%, and changing the mortality table from the UP-94 

mortality tables to the RP 2000 mortality tables projected to 2017 with scale BB.  The new mortality 

assumption contains a provision for future mortality improvement in the projection beyond the 

valuation date. 

 
Section C summarizes the current assumptions.  We believe the actuarial assumptions are internally 

consistent and are reasonable, based on the actual experience of the System. These actuarial 

assumptions and methods comply with the parameters for disclosure in GASB Statement No. 25.  



City of Jackson Employees Retirement System 5 
 

 
EXECUTIVE SUMMARY 

 

Actuarial Assumptions and Methods (Concluded) 

 
The results of the actuarial valuation are dependent on the actuarial assumptions used. Actual results 

can, and almost certainly will, differ as actual experience deviates from the assumptions. Even 

seemingly minor changes in the assumptions can materially change the liabilities, calculated 

contribution rates, and amortization periods. 

 
In addition to the actuarial assumptions, the actuary also makes use of an Actuarial Cost Method to 

allocate costs to particular years. In common with most public-sector plans, the System uses the Entry 

Age Normal method. Theoretically, this method produces a level pattern of funding over time, and 

thereby provides equity between various generations of tax payers. We continue to believe this 

method is appropriate for the System. 

 

With the closure of the DROP effective June 30, 2012, we recommend a change in the Actuarial Cost 

Method.  While the DROP was open, we did not know the elections eligible members would make 

nor what each member’s final benefit amount would be.  The previous method treated all members 

eligible for or in the DROP as active members and modeled each individual entering the DROP at 

various future dates which would be consistent with the current retirement pattern and reflect the most 

valuable DROP election at each future date.  Now that the DROP is closed, all elections and benefits 

are known so the need for sophisticated modeling no longer exists.  The proposed method treats all 

DROP members as retirees for the purpose of calculating the present value of future benefits and 

reflects the funding of the DROP through dedicated employer contributions on the unfunded liability 

created by the DROP over a closed 10-year period and employer contributions on DROP members’ 

payroll.  The proposed method has been reflected in this valuation.  This method affects the timing of 

contributions, but not the total over time amounts. 
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EXECUTIVE SUMMARY 

 

Assets 

 
System assets are held in trust. The System’s administrator provided the asset information used in this 

valuation. 

 
Page B-14 contains exhibits summarizing the plan’s assets, presents a summary of the Market Value 

of Assets held by the fund, shows the allocation of assets held for investment and shows a 

reconciliation of the assets from the last valuation date to the current valuation date. 

 
Page A-6 shows the development of the Actuarial Value of Assets. The Actuarial Value of Assets is a 

smoothed Market Value. A smoothed value is used in order to dampen some of the year-to-year 

fluctuations in valuation results that would occur if the Market Value were used instead. The method 

used phases in differences between the actual and expected market returns over four years. The 

expected return is determined using past year’s 8.00% assumption and the plan’s Market Value 

adjusted for contributions received and benefits and refunds paid. Both the actual and expected returns 

are computed net of expenses. 

 

The Actuarial Value is currently 98.9% of the Market Value. Over any short time period, a disparity 

between Actuarial Value and Market Value may appear, but in the long run the Actuarial Value and 

the Market Value are expected to track each other fairly closely. 

 

The investment return rate for the plan year ending June 30, 2012 on Market Value was 2.11%, while 

it was 3.04% on Actuarial Value. These figures differ because of the asset valuation procedure 

described above.  
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EXECUTIVE SUMMARY 

 

GASB Statement No. 25 Disclosure 
 
The Governmental Accounting Standards Board (GASB) Statement No. 25 governs reporting for 

government-sponsored retirement plans. 

 
For the System, the ARC is defined to the sum of (a) the employer normal cost, and (b) the amount 

needed to amortize the DROP as a level percentage of payroll over 10 years and the remaining UAAL 

as a level percentage of payroll over 30 years. 

 
 
GASB Accounting Standards 
 
In June 2012, the GASB approved two new accounting standards for public sector retirement systems 

and governments, Statement No. 67 and No. 68.  These new standards are a significant departure from 

the current standards.  The GASB has stated that accounting standards should be separate from 

funding standards.  In our view, the funding of the Retirement System may continue unchanged.  

However, the new accounting standards will require a separate set of calculations and may require a 

separate report. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION A 
VA LU ATIO N  R E S U LTS ,  C OMMEN TS  A N D  
R EC O MMEN D ATIO N S  
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FUNDING OBJECTIVE 
 
 
The funding objective of the Retirement System is to establish and receive contributions, 

expressed as percents of active member payroll, which will remain approximately level from year-

to-year and will not have to be increased for future generations of citizens. 

 
 
 

CONTRIBUTION RATES 
 
 
The Retirement System is supported by member contributions, City contributions and investment 

income from Retirement System assets. 

 
Contributions which satisfy the funding objective are determined by the annual actuarial valuation and 

are sufficient to: 

 
(1) Cover the actuarial present value of benefits allocated to the current year by the actuarial 

cost method described in Section C (the normal cost); and 

 
(2) Finance over a period of future years the actuarial present value of benefits not covered 

by valuation assets and anticipated future normal costs (unfunded actuarial accrued 

liability). 

 
 
Computed contribution rates for the fiscal year beginning July 1, 2012 are shown on page A-2. 
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CONTRIBUTIONS TO FUND BENEFITS 

EXPRESSED AS PERCENTS OF ACTIVE MEMBER PAYROLL 
FOR THE FISCAL YEAR BEGINNING  

 
 
 

July 1, 2012 July 1, 2013

Contributions for

Normal Cost
    Age and Service Allowances 9.15 % 9.18 % 9.16 % 9.04 % 9.03 % 9.04 %
    Disability and Survivor 1.01 1.00 1.00 0.97 0.96 0.97
    Refunds of Member Contributions 0.98 1.04 1.00 1.04 1.09 1.05
    Total Normal Cost 11.14 11.22 11.16 11.05 11.08 11.06

Unfunded Actuarial Accrued
Liability# 7.62 % 12.51 %

Total Computed Contribution 18.78 23.57
Contribution for DROP 1.06 1.47
Contribution Excluding DROP 17.72 22.10

Total Contribution Requirement*
Member Portion 8.86 % 11.05 %

Employer Portion*
         - DROP ! 1.06 1.47
         - Remaining 8.86 11.05
         - Total Computed Rate 9.92 % 12.52 %
         - Total Dollar Contribution ! $ 880,750 $ 1,126,236

Members Members Averages

Water & Total
General Sewage Weighted

Averages
Weighted

Total

Members
General

Members
Sewage

Water &

 
#     Amortized over 30 years. 
 
* The Members and Employer split the contribution requirement.  The contribution requirement can be no less than 

2.5% for the Members and 2.5% for the Employer.   
 
!    Subsequent to the June 30, 2007 valuation, the Board adopted a DROP to be funded by employer contributions for 15 years 

beginning July 1, 2008. This percentage is based on a closed 15-year amortization of the estimated change in UAAL plus the 
change in normal cost associated with the DROP.  There are 10 years left in the amortization period. 
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In financing the actuarial accrued liability, the valuation assets of $32,116,826 were distributed as 

shown below.  Please see page A-6 for information concerning the derivation of valuation assets. 

 
 

Member Retired Life
Actuarial Accrued Actuarial Contingency

Reserves Liability Liability Reserve Totals

Employees' Contributions $4,920,114      $  4,920,114   
Employer Contributions 2,780,375      $  2,013,665    4,794,040   
Retired Benefit Payments   22,402,672           none 22,402,672   
Totals $7,700,489      $24,416,337           none $32,116,826   

Present Valuation Assets Applied to

 
 
 
 
Assets were applied against actuarial accrued liability in determining unfunded actuarial accrued 

liability as follows: 

 
 

Retired Lives Active Members Totals

Computed Actuarial Accrued Liability $24,416,337   $23,904,988      $48,321,325   
Applied Assets 24,416,337   7,700,489      32,116,826   
Unfunded Actuarial Accrued Liability    $        none $16,204,499      $16,204,499    
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FUNDING PROGRESS INDICATORS 

 
 
Although there is no single all-encompassing indicator to measure a retirement system's funding 

progress and current funded status, an aid in understanding funding progress and status can be achieved 

using the following indicators. 

 
 
INDICATOR (1)  The ratio of valuation assets to the actuarial accrued liability (AAL) allocated in 

the proportion accrued service is to projected total service - a funding level indicator.  The ratio is 

expected to increase in the absence of benefit improvements or strengthening of actuarial assumptions.  

Prior to 6/30/98, the AAL was computed in accordance with the Pension Benefit Obligation information 

pursuant to the Governmental Accounting Standards Board (GASB) Statement No. 5, issued November, 

1986. Beginning with the 6/30/98 valuation, the accrued liability computed for funding purposes is used 

in place of the AAL, pursuant to GASB Statement No. 25, which supersedes Statement No. 5. 

 
 
INDICATOR (2)  The ratio of the unfunded actuarial accrued liability to member payroll - an 

inflation adjusted funding requirement indicator.  In a soundly financed retirement system, the amount 

of the unfunded actuarial accrued liability will be controlled and prevented from increasing in the 

absence of benefit improvements or strengthening of actuarial assumptions.  However, in an inflationary 

environment it is seldom practical to impose this control on dollar amounts which are depreciating in 

value.  The ratio is a relative index of condition where inflation is present in both items.  The ratio is 

expected to decrease in the absence of benefit improvements or strengthening of actuarial assumptions. 

 
 
INDICATOR (3)  The actuarial present value of gains or losses realized in the operation of the 

Retirement System - an experience indicator.  Gains and losses are expected to cancel each other over a 

period of years (in the absence of double-digit inflation) and sizable year-to-year fluctuations are 

common.  Further details on the derivation of the gain (loss) are shown on page A-9. 

 
The Retirement System's funding objective is to meet long-term benefit promises through contributions 

that remain approximately level from year-to-year as a percent of active member payroll.  If the 

contributions to the System are level in concept and soundly executed, the System will pay all promised 

benefits when due -- the ultimate indicator of financial soundness. 
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FUNDING PROGRESS INDICATORS - COMPARATIVE SCHEDULE 
($ AMOUNTS IN THOUSANDS) 

 
 

Valuation Valuation Member Gain
Date Assets AAL UAAL Payroll (Loss)

 6/30/89 $  14,420   $  10,060 143.3 % $   (4,360) $  5,826   - % $          (2)  
 6/30/90(a) 15,353   11,486 133.7 (3,867) 5,968   - 763   
 6/30/91(a) 16,485   12,451 132.4 (4,035) 6,190   - 657   
 6/30/92(a) 17,640   14,576 121.0 (3,064) 6,469   - 538   
 6/30/93 19,588   15,995 122.5 (3,593) 6,978   - 1,064   

 6/30/94(a) 20,157   18,847 107.0 (1,310) 6,285   - (847)  
 6/30/95 21,270   19,578 109.0 (1,692) 6,609   - 279   
 6/30/96 22,960   21,016 109.0 (1,944) 7,022   - 399   
 6/30/97 24,810   22,781 108.9 (2,029) 7,340   - 988   
 6/30/98(a) 27,965   22,927 122.0 (5,038) 7,339   - 2,299   

 6/30/99 31,654   24,367 129.9 (7,287) 7,784   - 2,040   
 6/30/00 34,960   25,787 135.6 (9,173) 8,338   - 1,645   
 6/30/01(a) 36,120   27,705 130.4 (8,415) 8,532   - (209)  
 6/30/02 35,151   29,372 119.7 (5,779) 9,257   - (2,937)  
 6/30/03(a) 33,229   29,902 111.1 (3,327) 9,691   - (3,368)  

 6/30/04(a) 32,919   31,417 104.8 (1,502) 9,600   - (1,788)  
 6/30/05 32,395   33,016 98.1         621 9,600   6.5 (1,899)  
 6/30/06 31,867   35,019 91.0      3,152 10,091   31.2 (2,449)  
 6/30/07(a) 34,236   38,091 89.9      3,855 10,119   38.1 381   
 6/30/08(a) 35,618   40,907 87.1      5,289 10,295   51.4 (469)  

 6/30/09 34,971   42,855 81.6      7,884 10,184   77.4 (2,485)  
 6/30/10(a) 34,124   43,283 78.8      9,159 8,969   102.1 (1,518)  
 6/30/11 32,986   43,916 75.1    10,930 8,169   133.8 (1,466)  
 6/30/12(b) 32,117   45,448 70.7    13,331 8,479   157.2 (2,084)  
 6/30/12(a) 32,117   48,321 66.5    16,204 8,479   191.1 (2,084)  

Ratio
Funded

Payroll
Ratio to

 
 

(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 
(b) Before changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 

  AAL - Actuarial accrued liability computed in accordance with GASB Statement No. 5 prior to 6/30/98; after 6/30/97 computed in 
accordance with GASB Statement No. 25. 

UAAL - Unfunded actuarial accrued liability. 
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DEVELOPMENT OF FUNDING VALUE OF RETIREMENT SYSTEM ASSETS 
 

Year Ended June 30: 2010 2011 2012 2013 2014 2015

A. Funding Value Beginning of Year $34,970,792   $34,124,162   $32,985,594   

B. Market  Value End of Year 29,220,833   33,636,645   32,481,773   

C. Market Value Beginning of Year 27,109,331   29,220,833   33,636,645   

D. Non-Investment Net Cash Flow (1,114,851)  (1,558,300)  (1,844,436)  

E. Investment Income
E1.  Market Total: B - C - D 3,226,353   5,974,112   689,564   
E2.  Amount for Immediate Recognition 2,753,069   2,667,601   2,565,070   
E3.  Amount for Phased-In Recognition: E1-E2 473,284   3,306,511    (1,875,506)  

F. Phased-In Recognition of Investment Income
F1.  Current Year: 0.25 x E3     118,321       826,628   (468,877)  
F2.  First Prior Year (2,065,474)  118,321   826,628   $(468,877)  
F3.  Second Prior Year (1,127,344)  (2,065,474)  118,321   826,628   $(468,877)  
F4.  Third Prior Year 589,649   (1,127,344)  (2,065,474)  118,321   826,627   $(468,875)  

F5.  Total Recognized Investment Gain:  (2,484,848)   (2,247,869)   (1,589,402)  476,072   357,750    (468,875)  
       F1 + F2 + F3 + F4

G. Funding Value End of Year: A + D + E2 + F5 34,124,162   32,985,594   32,116,826   

H. Difference Between Market & Funding Value  (4,903,329)  651,051   364,947   

I. Recognized Rate of Return 0.8% 1.3% 3.0%

J. Market Rate of Return 12.2% 21.0% 2.1%

K. Ratio of Funding Value to Market Value: G / B 116.8% 98.1% 98.9%  
 
The Funding Value of Assets recognizes assumed investment income (line E2) fully each year.  Differences between actual and assumed investment income (line 
E3) are phased-in over a closed 4-year period.  During periods when investment performance exceeds the assumed rate, Funding Value of Assets will tend to be 
less than Market Value.  During periods when investment performance is less than the assumed rate, Funding Value of Assets will tend to be greater than Market 
Value.  The Funding Value of Assets is unbiased with respect to Market Value.  At any time it may be either greater or less than Market Value.  If actual and 
assumed rates of retirement income are exactly equal for 4 consecutive years, the Funding Value will become equal to Market Value. 



City of Jackson Employees Retirement System A-7 
 

 
RECOMMENDED AND ACTUAL CONTRIBUTIONS 

COMPARATIVE STATEMENT 
 

Valuation
Date Recommended Actual

84/85 6-30-83 $   260,997      $260,997   5.56 % 5.90 % 5.64 %
85/86 (a) 6-30-84 188,421      188,421   3.80 4.71 4.02 
86/87 6-30-85 150,464      173,539   3.05 5.14 3.56 
87/88 6-30-86 40,113      40,113   0.07 3.31 0.88 
88/89 6-30-87 8,514      8,514   0.00 0.67 0.17 

89/90 6-30-88 0      0   0.00 0.00 0.00 
90/91 6-30-89 0      60,342   0.00 0.00 0.00 
91/92 (a) 6-30-90 54,206      112,931   0.00 3.58 0.84 
92/93 6-30-91 166,494      172,391   2.50 2.50 2.50 
93/94 (a) 6-30-92 173,992      235,460   2.50 2.50 2.50 

94/95 6-30-93 187,710      244,504   2.50 2.50 2.50 
95/96 (a) 6-30-94 256,928      260,662   3.80 3.80 3.80 
96/97 6-30-95 270,136      270,731   3.80 3.80 3.80 
97/98 6-30-96 275,762      299,660   3.65 3.65 3.65 
98/99 (a) 6-30-97 366,672      363,951   4.61 4.61 4.61 

99/00 (a) 6-30-98 312,550      320,315   3.93 3.93 3.93 
00/01 6-30-99 329,142      335,840   3.93 3.93 3.93 
01/02    6/30/00 352,578      354,918   3.93 3.93 3.93 
02/03    6/30/01 360,777      378,931   3.93 3.93 3.93 
03/04    6/30/02 391,420      383,883   3.93 3.93 3.93 

04/05 (a)    6/30/03 413,924      388,706   3.93 3.93 3.93 
05/06 (a)    6/30/04 584,257      572,520   5.60 5.60 5.60 
06/07    6/30/05 721,955      722,422   6.92 6.92 6.92 
07/08    6/30/06 832,376      803,042   7.59 7.59 7.59 
08/09 (a)    6/30/07 841,320      793,649   7.65 7.65 7.65 

09/10 (a)    6/30/08 863,777      750,439   7.72 7.72 7.72 
10/11    6/30/09 945,179      786,824   8.54 8.54 8.54 

  11/12 (a)    6/30/10 861,134      817,748   9.21 9.21 9.21 
  12/13    6/30/11 880,750      9.92 9.92 9.92 
  13/14 (b)    6/30/12 986,943      10.71 10.71 10.71 
  13/14 (a)    6/30/12 1,126,236      12.52 12.52 12.52 

Average 
WeightedDollar Contributions

Year
Fiscal

General Water & Sewage
% of Payroll Contributions*

 
 

(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 
(b) Before changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 

* Minimum employer contributions of 2.5% of payroll pursuant to Ordinance amendments effective July 1, 1990, 
1991,and 2007 plus a contribution for Early Retirement Window and for DROP.    
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SUMMARY STATEMENT OF SYSTEM RESOURCES AND OBLIGATIONS 

 
 

Present Resources and Expected Future Resources 
 

June 30, 2011 June 30, 2012

Water & Water &

General Sewage Totals General Sewage Totals

A. Present value of System assets

1.  Net assets from financial statements $27,339,978 $  6,296,667      $33,636,645 $26,300,912 $  6,180,861      $32,481,773

2.  Reduction for contribution stabilization 0 0      0 0 0      0

3.  Market value adjustment (529,176) (121,875)     (651,051) (295,502) (69,445)     (364,947)

4.  Valuation assets 26,810,802 6,174,792      32,985,594 26,005,410 6,111,416      32,116,826

B. Present value of expected future employer

contributions

1.  For normal costs 2,186,451 694,969      2,881,420 (2,590,406) $  (268,994)     (2,859,400)

2.  For unfunded actuarial accrued liability 5,864,946 5,065,684      10,930,630 9,988,511 6,215,988      16,204,499

3.  Total 8,051,397 5,760,653      13,812,050 7,398,105 5,946,994      13,345,099

C. Actuarial present value of expected

 future member contributions 3,817,272 1,205,374      5,022,646 3,620,118 1,089,205      4,709,323

D. Total $38,679,471 $13,140,819      $51,820,290 $37,023,633 $13,147,615      $50,171,248

 
 

Actuarial Present Value of Expected Future Benefit Payments 
 

Water & Water &

General Sewage Totals General Sewage Totals

A. To retirants and beneficiaries $15,944,185 $  6,895,731      $22,839,916 $16,725,929 $  7,690,408      $24,416,337

B. To vested terminated members 2,061,112 149,115      2,210,227 2,088,739 122,776      2,211,515

C. To present active members

1.  Allocated to service rendered prior to

     valuation date 14,670,451 4,195,630      18,866,081 12,443,566 3,574,338      16,017,904

2.  Allocated to service likely to be

     rendered after valuation date 6,003,723 1,900,343      7,904,066 5,765,399 1,760,093      7,525,492

3.  Total 20,674,174 6,095,973      26,770,147 18,208,965 5,334,431      23,543,396

D. Total $38,679,471 $13,140,819      $51,820,290 $37,023,633 $13,147,615      $50,171,248

June 30, 2011 June 30, 2012
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ACTIVE MEMBER EXPERIENCE GAIN (LOSS) 

YEAR ENDED JUNE 30, 2012 
 
 
 
 

Unfunded
Actuarial Actuarial Actuarial
Accrued Value of Accrued
Liability Assets Liability

(A) (B) (C) = (A) - (B)

(1)   Value at start of year $43,916,224 $32,985,594 $10,930,630
(2)   Normal Cost from last valuation 946,270           N/A 946,270           
(3)   Actual Contributions N/A 1,483,597        (1,483,597)       
(4)   Disbursements (3,328,033)       (3,328,033)       -                 
(5)   Interest Accrual [(1) + [(2)+(3)+(4)]1/2]*8% 3,418,027        2,565,070        852,957           

(6)   Expected value before changes (1)+(2)+(3)+(4)+(5) 44,952,488      33,706,228      11,246,260      

(7)   Increase due to plan amendment -                 -                 -                 
(8)   Increase due to method changes 244,716           -                 244,716           
(9)   Increase due to revised assumptions 2,629,091        -                 2,629,091        

(10) Expected value after changes (6)+(7)+(8)+(9) 47,826,295      33,706,228      14,120,067      
(11) Actual value at end of year 48,321,325      32,116,826      16,204,499      

(12) Gain (loss) (10)-(11) [(11)-(10) for assets] (495,030)         (1,589,402)       (2,084,432)        
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10-YEAR PROJECTION 
30-YEAR OPEN AMORTIZATION PERIOD 

7.50% MARKET RETURN 
(ALL $ IN MILLIONS) 

 
 
Projections were excluded from this valuation due to several concurrent changes causing large distortions.  These changes included: 

1. Closing of the DROP. 

2. Implementing a new tier of benefits.
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COMMENTS AND RECOMMENDATIONS 
 

COMMENT 1: 
PLAN EXPERIENCE:  Actuarial experience was less favorable than expected for the year ended June 30, 

2012 as indicated by the experience loss shown on page A-9.  The loss was primarily attributable to 

unfavorable investment return (please refer to page C-7) on a funding value basis.  Liability experience 

was on target in aggregate, with gains due to lower than expected salary increases and retiree mortality.  

 

COMMENT 2: 
PLAN AMENDMENTS:  This valuation reflects benefits promised to members in the plan on the 

valuation date as reported to us by the System’s administrator.  Members hired on or after July 1, 

2012 will have a pension multiplier of 1.25% of their final average compensation for each year of 

service, a different definition of compensation, and a different member contribution rate.  This change 

does not affect any members as of the date of this valuation.   

 

For purposes of applying a separate contribution rate to members hired on or after July 1, 2012 

consistent with current ordinance, we recommend a member contribution rate equal to half of the 

normal cost plus half of the amortization of the unfunded actuarial accrued liability (UAAL) not 

attributed to the DROP.  The total normal cost for new hires is estimated to be 7.80% of payroll and 

the total amortization of the UAAL not attributed to the DROP is currently 11.04% of payroll.  Thus 

for the fiscal year ending June 30, 2014, the recommended member contribution rate for members in 

the new tier is 9.42% of payroll (half of 7.80% plus half of 11.04%). 

 

COMMENT 3: 
ALTERNATE COST SHARING ARRANGEMENT:  Under the current ordinance member contributions are 

set equal to half of the normal cost plus half of the amortization of the UAAL with a minimum 

member contribution of 2.5% of payroll (with the exception that the City funds the impact of the 

DROP).  The City may wish to consider an alternate cost sharing arrangement adding a member 

contribution cap equal to the normal cost.  For the fiscal year ending June 30, 2014, the recommended 

member contribution for members hired prior to July 1, 2012 is 11.05% of pay, 0.01% of pay less 

than the normal cost rate of 11.06% for the group.  For the fiscal year ending June 30, 2014, the  
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COMMENTS AND RECOMMENDATIONS 
 

recommended member contribution for members hired on or after July 1, 2012 is 9.42% of pay, 

1.62% of pay more than the normal cost rate of 7.80% for the group.  Under the proposed alternate 

cost sharing arrangement the recommended member contribution would remain at 11.05% of payroll 

for members hired prior to July 1, 2012 and would decrease to 7.80% of payroll for members hired on 

or after July 1, 2012.  The decrease in the member contributions for members hired on or after July 1, 

2012 will be offset by an equal increase in employer contributions.   

 

COMMENT 4: 
ALTERNATE DROP LIABILITY AMORTIZATION:  Currently the UAAL attributable to the DROP plan is 

amortized over a closed 15-year period beginning with the June 30, 2008 valuation.  There are 10 years 

left in the DROP amortization.  The City may wish to consider a 30-year open period, which is the same 

period used for the remainder of the plan UAAL.  Using the 30-year open amortization decreases the 

employer contribution by 0.76% of pay, or $68,366.  The recommended employer contribution using 

this methodology is 11.76% of pay, or $1,057,870 for the fiscal year beginning July 1, 2013.  This 

methodology change has no effect on the member contributions. 

 

COMMENT 5: 
ACTUARIAL ASSUMPTIONS AND METHODS:  In determining costs and liabilities, actuaries use 

assumptions about the future, such as rates of salary increase, probabilities of retirement, termination, 

death and disability, and an investment return assumption. The Retirement Board sets the actuarial 

assumptions and methods taking into account recommendations made by the plan’s actuary and other 

advisors. Changes to the assumptions going forward from the previous valuation include decreasing 

the assumed invest return from 8.00% to 7.50%, decreasing the assumed wage inflation from 4.25% 

to 3.00%, decreasing the assumed price inflation from 4.25% to 2.50%, and adjustments to the 

assumed mortality rates. 
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COMMENTS AND RECOMMENDATIONS 
 

Principal results before and after the changes are shown below: 

Current 
Prior Method & Current 

Method & Prior Method & Total
Assumptions Assumptions Assumptions Change

Actuarial Accrued Liability 45,447,518$   45,692,234$    48,321,325$      2,873,807$    
Actuarial Valuation of Assets 32,116,826     32,116,826     32,116,826        -               
Unfunded Actuarial Liability 13,330,692$   13,575,408$    16,204,499$      2,873,807$    
Funded Ratio 70.67 % 70.29 % 66.47 % (4.20)%
Employer Contribution Rate* 10.71 % 10.93 % 12.52 % 1.81 %
Annual Required Contribution 986,943$       1,007,217$     1,126,236$        139,293$       

* Expressed as percent of active member payroll  
 

COMMENT 6: 
LOOKING AHEAD:  The Actuarial Value of Assets is 98.9% of the Market Value of Assets as of June 
30, 2012.  In general, when the actuarial value and market value are the same, there should be stability 
in the contribution rates in the short term.  The total normal cost for new tier members hired on and after 
July 1, 2012 will be lower than the total normal cost for current members.  This means that the total 
contribution rate is expected to decline as new tier members replace the current members.   
 
In addition, the amortization policy uses a 30-year open, level percent amortization.  By using an open 
amortization, the expectation is that the amortization contribution rate will gradually decline as a percent 
of payroll over time analogous to how a mortgage payment would decrease if each year the homeowner 
took out a new 30-year mortgage.  The main disadvantages to a 30-year open amortization are that the 
UAAL gets financed over a period far longer than 30 years and, using a level percent of payroll 
amortization, the nominal amount of the UAAL is expected to increase each year though not as fast as 
inflation.   
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COMMENTS AND RECOMMENDATIONS 
 

With the new GASB standards, there is an additional disadvantage to a 30-year open amortization which 
is that since the UAAL will not be projected to be paid off, the new standards require the use of a 
discount rate that is a blend between the current 7.50% rate of return assumption and a municipal bond 
index rate (currently about 4.00%).  Without a change in funding policy, the discount rate could fall 
significantly resulting in higher GASB liabilities.  It is important to note that GASB liabilities will be 
different than the funding liabilities and that the GASB Net Pension Liability (analogous to the UAAL) 
will go on the City’s balance sheet in the government-wide financials.  The Board may wish to explore 
alternate funding policies to improve the funding of the plan and mitigate the impact of GASB. 
 
AMORTIZATION PERIODS:  Actuarial accrued liabilities now exceed accrued assets by $16,204,499.  

The related amortization period of this amount is 30 years.  The cost of the DROP is amortized over 10 

years. 

 
RESERVE TRANSFERS:  The June 30, 2012 actuarial present value of retirement allowances exceeded 

the balance in the Reserve for Retired Benefit Payments.  In order to maintain a balance between the 

assets and the liabilities allocated to retired lives, we recommend a transfer to the Reserve for Retired 

Benefit Payments from the Reserve for Employer Contributions as follows: 

 

General Water and Sewage

$1,052,352  $     961,313  

Transfers to Reserve for Retired Benefit Payments
from Reserve for Employer Contributions

 
 
 

The above transfer amounts were based on retirement activity by division and were assumed to have 

been made as of June 30, 2012 for purposes of this valuation. 

 

 
 

 

 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION B 
S U MMA RY OF  B EN EF IT P R O V IS IO N S  AN D  
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SUMMARY OF BENEFIT PROVISIONS EVALUATED OR CONSIDERED 
(JUNE 30, 2012) 

 
 

VOLUNTARY RETIREMENT (no reduction for age) 
 
Eligibility - 30 or more years of service, or age 55 with 25 or more years of service, or age 60 with 10 or 

more years of service. 

Annual Amount - Total service times 2.0% of Final Average Compensation (FAC).  Members hired on or 

after July 1, 2012 receive total service times 1.25% of FAC. 

Final Average Compensation - Average of annual compensations for the period of 3 consecutive years 

producing the highest average and contained within the last 10 years immediately preceding retirement. 

 
 

DEFERRED RETIREMENT (vested benefit) 
 
Eligibility - Termination of City employment at any age after 10 years of credited service. 

Annual Amount - Payable beginning at age 60 (age 55 with 25 years of service), accrued regular retirement 

amount based on credited service and FAC at time of termination. 

 
DEFERRED RETIREMENT OPTION PLAN (DROP) 

 
Eligibility - 30 or more years of service, or age 55 with 25 or more years of service, or age 60 with 10 or 

more years of service. 

Annual Amount - Computed as a service retirement but based on service, FAC and plan provisions at the 

time of DROP election.  Monthly pension benefits and annuity withdrawal (if chosen) account value at 

DROP date accumulate in a board-approved defined contribution retirement plan account managed by a 

board-approved independent investment company.  

 
DUTY DISABILITY RETIREMENT 

 
Eligibility - Total and permanent disability incurred in line of duty with the City for which worker's 

compensation is being paid. 

Annual Amount - Computed in the same manner as the regular retirement amount based on FAC and 

credited service at time of disability retirement.  Minimum is $150 per month for benefit group (MAPE); 

minimum is 10% of the first $4,200 of FAC plus 15% of FAC in excess of $4,200 for benefit group general.  

At expiration of worker's compensation period, amount is recomputed to include years during which 

worker's compensation was paid. 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED OR CONSIDERED 
(JUNE 30, 2012) 

 
NON-DUTY DISABILITY RETIREMENT 

 
Eligibility - Total and permanent disability after 10 or more years of credited service. 

 
Annual Amount - Computed in same manner as the regular retirement amount based on FAC and credited 

service at the time of disability retirement; minimum is $150 per month for benefit group (MAPE); 

minimum is 10% of first $4,200 of FAC plus 15% of FAC in excess of $4,200 for other members. 

 
DUTY DEATH BEFORE RETIREMENT 

 
Eligibility - Death in line of duty with the City. 

Annual Amount - To the spouse:  One-third of member's final compensation.  To one or two children:  One-

fourth of member's final compensation.  To three or more children:  An equal share of one-half of the 

member's final compensation.  Amount to spouse continues to remarriage or death; amount to children 

continues to earlier of marriage, adoption, death, or attainment of age 18.  Maximum total amount payable - 

$2,100 per year. 

 
NON-DUTY DEATH BEFORE RETIREMENT 

 
Eligibility - 10 or more years of credited service. 

Annual Amount - Computed in the same manner as regular retirement based on credited service and FAC at 

time of death actuarially reduced for a 100% joint and survivor election.  Amount is payable to designated 

beneficiary; otherwise, automatically to surviving spouse. 

 
MEMBER CONTRIBUTIONS 

 
One-half of total computed contribution less amounts for early retirement windows which are contributed by 

the City.  In no event will the Member or City contribution be less than 2.50%. 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED OR CONSIDERED 
(JUNE 30, 2012) 

 
OTHER BENEFITS 

 
Military Service Buyback – up to six years of military service may be purchased at no cost to the System. 

Service Credit Purchase Option – a contractual employee may be eligible to purchase service credits at no 

cost to the System. 

Annuity Withdrawal Option – actuarial reduction of the member’s monthly retirement benefit for such 

withdrawals. 
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SUMMARY OF DROP PROVISIONS 
 
 

Effective Date 
 
July 1, 2008 through June 30, 2012. 
 

Eligibility 
 
A member of the City of Jackson Employees Retirement System who has satisfied the minimum 
requirements for a normal service retirement.  This eligibility is currently 30 or more years of service, or 
age 55 with 25 or more years of service, or age 60 with 10 or more years of service. 
 

Election of DROP 
 
A member satisfying DROP eligibility conditions would be permitted to either: 
 

1) Retire; or 
 
2) Continue working and retire at a future date with a pension based on credited service 

and final average compensation (FAC) at date of termination of employment; or 
 
3) Irrevocably elect to participate in the DROP and retire at a date no more than 3 years in 

the future with a pension based on FAC and service at date of election to participate in 
the DROP. 

 
DROP Credits 

 
The account of a participating member is credited with: 
 

 The pension payments the member would have been paid if the member had retired on 
the date of DROP election, and 

 
 The annuity withdrawal funds, if annuity withdrawal option is chosen. 

 
Retirement from DROP 
 
Upon termination of employment the frozen monthly pension begins. The form of payment will be based 

on the member’s election at the time of the DROP election. 
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SUMMARY OF DROP PROVISIONS 
(CONCLUDED) 

 
 
Death during DROP Participation 
 
Benefits payable to a member’s beneficiary if death occurs during the DROP participation period will be 

computed in the same manner as if the member had separated from service the day before the participant’s 

date of death. 

 
Disability during DROP Participation 
 
Benefits payable to a member if disability occurs during the DROP participation period will be computed 

in the same manner as if the member had retired and terminated employment when the person commenced 

participation in the DROP. 

 
 
Covered Payroll 
 
The payroll of DROP participants will be included in the covered compensation upon which regular City 

contributions are based.  However, member contributions will cease upon election of DROP. 
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RETIRANTS AND BENEFICIARIES 

COMPARATIVE SCHEDULE 
 
 

Year Active
Ended Annual Annual Annual Per Average

June 30 Allowances No. Allowances No. Allowances Retired Allowances Total Average

1987 12 $   75,119      4      $   21,551   135    $    545,385  1.7 $  4,040     $  4,575,365     $  33,892        
1988 4 15,721      7      15,490   132    545,616  1.9 4,133     4,466,775     33,839        
1989 8 64,390      6      26,587   134    583,419  1.9 4,354     4,782,315     35,689        
1990 6 43,249      7      29,220   133    597,448  1.9 4,492     4,825,459     36,282        
1991 6 28,222      6      51,790   133    573,880  2.0 4,315     4,737,760     35,622        

1992 5 70,834      10      41,222   128    603,492  2.0 4,715     5,067,629     39,591        
1993 5 27,007      10      38,419   123    592,080  2.0 4,814     5,202,433     42,296        
1994 29 * 489,759      4      16,800   148    1,065,039  1.5 7,196     9,323,792     62,999        
1995 2 4,384      7      55,124   143    1,014,299  1.5 7,093     9,018,556     63,067        
1996 2 39,867      3      9,003   142    1,045,163  1.5 7,360     9,189,315     64,713        

1997 2 6,616      4      49,203   140    1,002,576  1.6 7,161     8,856,225     63,259        
1998 8 * 94,502      8      47,606   140    1,049,472  1.6 7,496     8,759,984     62,571        
1999 9 132,738      5      51,966   144    1,130,244  1.6 7,849     9,645,640     66,984        
2000 8 89,189      9      72,390   143    1,147,043  1.6 8,021     9,985,860     69,831        
2001 10 315,129      4      34,351   149    1,427,821  1.5 9,583     11,663,240     78,277        

2002 3 25,078      6      72,356   146    1,380,543  1.6 9,456     11,250,485     77,058        
2003 8 151,848      9      122,197   145    1,410,194  1.6 9,725     11,543,221     79,608        
2004 5 137,576      10      55,440   140    1,492,330  1.6 10,660     12,546,008     89,614        
2005 10 160,093      6      62,364   144    1,590,059  1.5 11,042     13,296,443     92,336        
2006 3 47,969      4      19,433   143    1,618,595  1.5 11,319     13,411,809     93,789        

2007 12 237,858      5      90,787   150    1,765,666  1.4 11,771     15,258,928     101,726        
2008 13 237,891      15      112,425   148    1,891,132  1.4 12,778     16,609,084     112,224        
2009 12 252,745      5      67,914   155    2,075,963  1.3 13,393     18,296,979     118,045        
2010 16 363,025      4      20,738   167    2,418,251  1.1 14,481     21,354,990     127,874        
2011 14 268,775      11      90,471   170    2,596,555  1.0 15,274     22,839,916     134,352        
2012 7 117,332      4      95,693   173    2,618,194  1.0 15,134     24,416,337     141,135        

No.

Added to Rolls
Discounted Value of Allowances

Rolls End of YearRemoved from Rolls

 

 
*  Reflects retirements due to Early Retirement Window provision. 
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY TYPE OF ALLOWANCES BEING PAID

Type of Allowances Being Paid No.

Age and Service Allowances

    Regular allowances - benefit
    terminating at death of retirant 59    $    871,587

    Option I allowance - cash refund
    annuity plus pension terminating
    at death of retirant 3    60,060

    Option II allowance - joint and
    survivor benefit 33    469,140

    Option III allowance - modified
    joint and survivor benefit 52    977,370

    Allowance to survivor beneficiary
    of deceased retirant 15    116,672

    Total age and service allowances 162    $2,494,829

Casualty Allowances

    Disability
        Regular 2    $     24,131
        Option I 1          6,234
        Option II 3          44,643
        Option III 2          19,759

    Disability allowance
        Survivor beneficiary 0    0

    Allowance to survivor beneficiary
    of deceased member 3    28,598

    Total casualty allowances 11    123,365

Total Allowances Being Paid 173    $2,618,194

Annual
Retirement
Allowances
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY ATTAINED AGE 

 
 
 

Attained Annual Annual Annual
Age No. Allowances No. Allowances No. Allowances

40 - 44 1    $    12,498    1    $       12,498    
45 - 49 1    14,906    1    14,906    
50 - 54 2    $      52,650    1    9,392    3    62,042    
55 - 59 10    278,546    3    45,454    13    324,000    

60 - 64 29    640,999    1    12,914    30    653,913    
65 - 69 37    655,221    1    6,233    38    661,454    
70 - 74 24    273,971    1    5,868    25    279,839    
75 - 79 24    289,026    24    289,026    

80 5    68,271    5    68,271    
81 4    31,154    4    31,154    
82 3    27,225    3    27,225    
83 4    23,094    4    23,094    
84 3    21,522    3    21,522    

85 5    47,977    5    47,977    
86 2    8,235    2    8,235    
87 2    9,152    1    4,711    3    13,863    

88 2    14,203    2    14,203    

91 2    15,655    2    15,655    
92 1    3,823    1    3,823    

95 1    12,226    1    11,389    2    23,615    
99 1    10,305    1    10,305    

Over 100 1    11,574    1    11,574    

Totals 162    $  2,494,829    11     $  123,365    173    $  2,618,194    

Age & Service Casualty Totals
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INACTIVE MEMBERS JUNE 30, 2012 
TABULATED BY ATTAINED AGE 

 
 
Included in the valuation were 22 inactive members.  An inactive member is a member who has left City 

employment with entitlement to a retirement allowance after attaining eligible retirement age. 

 
 

Annual
Attained Estimated

Age No. Allowances

31 1     $   9,490    

39 1         14,068    

41 1         12,121    

43 1         20,905    

49 3         34,256    
50 2         13,906    
51 3         61,617    

55 2         39,908    
56 2         27,998    
57 2         33,703    
58 1         20,073    
59 2         32,565    

65 1         610    

Totals 22     $321,220     
 
 
 
 

Average Age at Deferment:  45.4 years

Average Age Now:  51.9 years  
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ACTIVE MEMBERS JUNE 30, 2012 
TABULATED BY VALUATION DIVISIONS 

 
 
 

Valuation Divisions No. Annual Payroll

General members 127     $6,360,338    
Water and Sewage members 42     2,118,780    
Total Active members* 169     $8,479,118     

 
* Nineteen DROP participants are included in the Active demographic data. 
 

 
NUMBER ADDED TO AND REMOVED FROM ACTIVE MEMBERSHIP 

 
 

Active
Year Members

Ended End of
June 30 A E E A E A E A E Year

1998 26  27  4 * 2.0  2 0.8 1 0.7 20  9.7  219
1999 24  19  7 3.0  1 0.5 0 0.3 11  14.3  224
2000 22  22  3 1.7  1 0.5 0 0.3 18  16.1  224
2001 12  12  5 3.1  0 0.5 0 0.3 7  15.7  224
2002 21  11  1 2.9  0 0.6 0 0.3 10  13.5  234

2003 11  12  4 1.8  0 0.6 1 0.4 7  13.8  233
2004 3  10  4 2.8  0 0.6 0 0.4 6  12.3  226
2005 10  16  8 3.2  1 0.6 0 0.4 7  9.3  220
2006 12  12  1 3.2  2 0.6 0 0.4 9  9.1  220
2007 6  13  9 4.1  0 0.6 0 0.5 4  9.1  213

2008^ 15  16  8 4.7  0 0.6 1 0.4 7  7.3  212
2009^ 8  17  10 5.3  0 0.6 0 0.4 7  8.0  203
2010^ 6  27  14 4.9  1 0.6 0 0.4 12  7.5  182
2011^ 11  22  11 4.9  1 0.5 0 0.4 10  6.5  171
2012^ 10  12  5 3.1  0 0.4 0 0.3 7  6.4  169

15 yr total 197  248  94  50.7  9  8.6  3  5.9  142  158.6  

OtherDied-in-
Terminations During Year

During Year
Number Added

WithdrawalService
A

Retirement
Normal

Retirement
Disability

 
 

* Early Retirement Window provision in effect. 
A Represents actual number. 
E  Represents expected number. 
^ DROP participants are included in the Active demographic data. 
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COMPARATIVE SCHEDULE 

 
 

Valuation
Date Water & Valuation

June 30 Gen. Sewage Totals Payroll Pay

1978 238 51 289 $ 4,055,323 39.7  yrs. 7.5  yrs. $   14,032
1979 212 52 264 4,004,099 40.5  7.9  15,167
1980 217 54 271 4,451,749 40.2  7.9  16,427
1981 207 52 259 4,493,263 40.1  8.3  17,348
1982 177 49 226 4,351,707 42.0  9.3  19,255

1983 173 50 223 4,360,458 41.7  9.2  19,554
1984 177 51 228 4,354,598 41.4  9.0  19,099
1985 177 53 230 4,410,736 41.9  8.8  19,177
1986 159 51 210 4,202,038 42.1  8.9  20,010
1987 174 56 230 4,712,739 40.9  7.8  20,490

1988 190 55 245 5,375,660 40.5  7.8  21,941
1989 200 53 253 5,825,891 40.0  7.7  23,027
1990 199 56 255 5,968,351 40.1  7.8  23,405
1991 203 57 260 6,189,771 40.6  8.3  23,807
1992 196 58 254 6,468,519 41.7  8.9  25,467

1993 194 53 247 6,978,480 42.5  9.7  28,253
1994 170 50 220 6,285,127 41.3  8.5  28,569
1995 169 50 219 6,608,549 42.3  9.1  30,176
1996 169 50 219 7,021,952 42.3  9.9  32,064
1997 168 52 220 7,340,045 43.7  10.5  33,364

1998 169 50 219 7,339,189 43.7  10.2  33,512
1999 175 49 224 7,784,073 43.8  10.0  34,750
2000 175 49 224 8,338,326 43.9  10.2  37,225
2001 177 47 224 8,532,237 44.6  10.5  38,090
2002 181 53 234 9,256,930 45.1  10.8  39,560

2003 182 51 233 9,691,157 45.7  11.3  41,593
2004 174 52 226 9,599,830 46.4  12.0  42,477
2005 169 51 220 9,599,573 46.7  12.4  43,634
2006 169 51 220 10,090,797 47.5  12.8  45,867
2007 163 50 213 10,119,228 47.8  13.1  47,508

2008* 160 52 212 10,295,133 47.6  13.0  48,562
2009* 156 47 203 10,183,663 47.9  13.2  50,166
2010* 139 43 182 8,968,814 48.3  13.3  49,279
2011* 127 44 171 8,169,376 47.7  13.2  47,774
2012* 127 42 169 8,479,118 48.0  13.5  50,172

Active Members

Age
Average

Service

 
 
*  DROP participants are included in the Active demographic data. 
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GENERAL ACTIVE MEMBERS AS OF JUNE 30, 2012 
BY ATTAINED AGE AND YEARS OF SERVICE 

 
 
 

Attained Valuation
Age 0-4 5-9 10-14 15-19 20-24 25-29 30 Plus No. Payroll

20-24   1     1     $     27,336  
25-29   2     2     65,607  
30-34   7     1     8     311,478  
35-39   4     5     7     1     17     788,725  
40-44   5     6     4     1     16     864,072  
45-49   2     3     6     4     5     6     26     1,353,929  
50-54   7     7     2     2     3     1     22     1,059,678  
55-59   2     1     3     4     3     5     1     19     1,129,492  

60 1     2     1     2     6     277,213  
61 2     4     6     344,309  
62 1     1     22,895  
63 1     1     41,518  
64 1     1     2     74,086  

Totals 24     24     32     12     11     22     2     127     $6,360,338  

Totals
Years of Service to Valuation Date

 
 

While not used in the financial computations, the following group averages are computed and shown 

because of their general interest.  Thirteen active DROP participants are included with the active 

demographic data.  The DROP participant’s annual benefits are $415,198 in total. 

 

Age: 47.7 years

Service: 13.9 years

Annual Pay: $50,081
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WATER AND SEWAGE ACTIVE MEMBERS AS OF JUNE 30, 2012 
BY ATTAINED AGE AND YEARS OF SERVICE 

 
 
 

Attained Valuation
Age 0-4 5-9 10-14 15-19 20-24 25-29 30 Plus No. Payroll

20-24   
25-29   2     1     3     $    114,819  
30-34   1     1     1     3     123,514  
35-39   1     1     38,467  
40-44   1     1     1     1     4     183,532  
45-49   5     1     3     2     11     646,948  
50-54   1     2     2     1     6     300,339  
55-59   1     3     4     218,454  

60 2     1     2     5     233,531  
61 1     1     47,669  
62 2     1     3     172,328  
63
64 1     1     39,179  

Totals 13     4     8     7     9 1     0 42     $2,118,780  

Totals
Years of Service to Valuation Date

 
 
 
 
While not used in the financial computations, the following group averages are computed and shown 

because of their general interest. Six active DROP participants are included with the active demographic 

data. The DROP participant’s annual benefits are $90,864 in total. 

 

Age: 49.1 years
Service: 12.1 years

Annual Pay: $50,447  
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ASSET INFORMATION 

SUBMITTED FOR VALUATION 
 

Cash & Equivalents $      695,304 Employees' Contributions
Receivables & Accruals 243,265    General $  3,936,218
Stocks 17,318,039    Water & Sewage 983,896
Bonds 9,687,829 Total Employee Contributions 4,920,114
International Securities 4,584,269
Accounts Payable (46,933)

Employer Contributions
Total Current Assets $32,481,773    General 6,691,117

   Water & Sewage (1,532,130)
Total Employer Contributions 5,158,987

Retired Benefit Payments 22,402,672

Undistributed Investment Income none 

Total Reserve Accounts $32,481,773

Reported Assets - Market Value Reserve for

 
 

REVENUES AND EXPENDITURES 
 

Net Available
for Pension

Contribution
Stabilization 

Reserve* Total System

Balance - July 1, 2011 $33,636,645 $0 $33,636,645

Revenues
   Employees' Contributions 665,849 0 665,849
   Employer Contributions 817,748 0 817,748
Investment Income 876,678 0 876,678

Expenditures
   Benefit Payments 3,222,617 3,222,617
   Refund of Member Contributions 105,416 105,416
Expenses 187,114 187,114

Balance  - June 30, 2012 $32,481,773 $0 $32,481,773
 

 
*Beginning with the 2013 valuation, the Contribution Stabilization Reserve will not be shown. 
 
These amounts do not reflect the funding value adjustment of ($364,947).  The derivation of this 

adjustment is on page A-6. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION C 
F U N D IN G  O BJ EC TIV E,  S UMMA RY O F  VA LU ATIO N  
P R O C ES S ,  METH O D S  A N D  A S S U MP TION S   
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BASIC FUNDING OBJECTIVE AND OPERATION 
OF THE RETIREMENT SYSTEM 

 
 
Benefit Promises Made Which Must Be Paid For.  A retirement system is an orderly means of 

handing out, keeping track of, and financing contingent pension promises to a group of employees.  

As each member of the retirement system acquires a unit of service credit they are, in effect, handed 

an "IOU" which reads:  "The Employees Retirement System promises to pay you one unit of 

retirement benefits, payments in cash commencing when you retire." 

 
 
The principal related financial question is:  When shall the money required to cover the "IOU" be 

contributed?  This year, when the benefit of the member's service is received?  Or, some future year 

when the "IOU" becomes a cash demand? 

 
 
The Constitution of the State of Michigan is directed to the question: 

"Financial benefits arising on account of service rendered in each fiscal year shall be 

funded during that year and such funding shall not be used for financing unfunded 

accrued liabilities." 

 
 
This Retirement System meets this constitutional requirement by having the following Funding 

Objective:  To establish and receive contributions, expressed as percents of active member payroll, 

which will remain approximately level from year-to-year and will not have to be increased for future 

generations of taxpayers. 

 
 
Translated into actuarial terminology, a level percent-of-payroll contribution objective means that the 

contribution rate must be at least: 

Normal Cost (the current value of benefits likely to be paid on account of members' 

service being rendered in the current year) 

. . . plus . . . 

Interest of the Unfunded Actuarial Accrued Liability (the difference between the 

actuarial accrued liability and current system assets). 
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If contributions to the Retirement System are less than the preceding amount, the difference, plus 

investment earnings not realized thereon, will have to be contributed at some later time, or, benefits 

will have to be reduced, to satisfy the fundamental fiscal equation under which all retirement systems 

must operate; that is: 

B = C + I - E 

Benefit payments to any group of members and their beneficiaries cannot exceed the 

sum of: 

Contributions received on behalf of the group 

. . . plus . . . 

Investment earnings on contributions received and not required for 

immediate payment of benefits 

. . . minus . . . 

Expenses incurred in operating the System. 

 
There are retirement systems designed to defer the bulk of contributions far into the future.  Lured by 

artificially low present contributions, the inevitable consequence of a relentlessly increasing 

contribution rate -- to a level greatly in excess of the level percent-of-payroll rate -- is ignored.  This 

method of financing is prohibited in Michigan by the state constitution. 

 
A by-product of the level percent-of-payroll contribution objective is the accumulation of invested 

assets for varying periods of time.  Investment income becomes a major contributor to the Retirement 

System, and the amount is directly related to the amount of contributions and investment 

performance. 

 
Computed Contribution Rate Needed to Finance Benefits.  From a given schedule of benefits and 

from the data furnished, the contribution rate is calculated by means of an actuarial valuation - the 

technique of assigning monetary values to the risks assumed in operating a retirement system. 
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THE ACTUARIAL VALUATION PROCESS 
 
 
An actuarial valuation is the process by which a balance between revenues (participant contributions, 

employer contributions and investment income) and obligations (benefits and expenses) is 

determined and its actuarial condition is measured. 

 
 
The flow of activity constituting the valuation may be summarized as follows: 

A.  Covered person information about: 

  - each person receiving pension payments 

  - each former participant with a vested pension not yet payable 

  - each former participant who is not vested and has not claimed a member 
contribution refund 

  - each active participant 

 
B. + Financial Information (assets, revenues, and expenditures) 
 
C. + Benefit Provisions (Retirement Ordinance) 
 
D. + Experience Estimates about the volume and incidence of future activities 
 
E. + Actuarial Cost Method for allocating costs to time periods 

 
F. + Mathematically combining the person information, financial information, benefit 

provisions, experience estimates and actuarial cost method 

 
G. = Determination of: 
 
  - contribution rate for the plan year 
 
  - current funded condition 
 
 
 
 
Items A, B and C are furnished by the pension office and constitute the current known information 

about the System.  Since the majority of activities will occur in the future, estimates must be made 

about these future activities (Item D). 
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Demographic assumptions are generally selected on the basis of the System's historical activity, 

modified for expected future differences.  Past activity of funds which are similar in nature to the 

fund being valued may be utilized if fund data or activities are insufficient to be reliable. 

 

Fiscal assumptions, on the other hand, do not lend themselves to prediction on the basis of historical 

activity -- the reason being that both salary increases and investment return are impacted by inflation.  

Inflation defies reliable prediction.  Fiscal assumptions are generally selected on the basis of what 

would be expected to occur in an inflation-free environment and then both are increased by some 

provision for long-term inflation. 

 

This is a case where two wrongs may make a right.  If inflation is higher than expected it will 

probably result in actual rates of salary increase and investment return which exceed the assumed 

rates.  Salaries increasing faster than expected result in unexpected costs.  Investment return 

exceeding the assumed rate result in unanticipated assets.  To a large degree the additional assets will 

offset the additional cost over the long-term. 

 

 

Once items A, B, C and D are available, the actuarial valuation process begins.  The first step is to 

determine the plan's total actuarial present value for individuals in each of the 3 covered person 

categories. 

 
Retired members now receiving monthly payments; 

Vested terminated members not yet at retirement age; 

Active members. 

 
 
The actuarial present value is the value today, after taking into account the probabilities of payment 

and the effect of time, of System promises to pay benefits in the future on the basis of both service 

already completed and projected future service. 
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ACTUARIAL COST METHOD 

 
 
The total actuarial present value is allocated between projected future service and completed service 

by the actuarial cost method (Item E) -- the individual entry-age method is being utilized for this 

valuation.  The portion of the total actuarial present value allocated to projected future service is the 

actuarial present value of future normal cost -- normal cost being the series of annual costs, from 

entry-age to retirement age, which will accumulate to the actuarial present value of the individual's 

benefit at the time of retirement or death.  The remainder of the total actuarial present value is the 

actuarial accrued liability. 
 
At this stage determination has been made of: 

1. The total actuarial present value;  

2. The actuarial present value of future normal cost; and 

3. The actuarial accrued liability. 
 
In the typical plan, the actuarial accrued liability may not be covered by the plan's accrued assets -- 

leaving an unfunded actuarial accrued liability.  If the plan's accrued assets equal or exceed the 

actuarial accrued liability, the plan's accrued obligations are said to be "fully funded." 
 
 
The next step in the valuation process is a determination of the contribution rate (Item G) required to 

support System benefits in accordance with the funding objective (page A-1). 
 
The contribution rate is determined in two basic components: 

1. The normal cost component; and 

2. The component which will finance (pay off) the unfunded actuarial accrued 

liability over the periods indicated on page A-2. 
 
The unfunded actuarial accrued liability (UAAL) was determined using the funding value of 

assets and actuarial accrued liability calculated as of the valuation date.  The UAAL 

amortization payment (one component of the contribution requirement), is the level percent of 

pay required to fully amortize the UAAL over a 30 year period beginning on the date 

contributions determined by this report are scheduled to begin.  This UAAL payment reflects 

any payments expected to be made between the valuation date and the date contributions 

determined by this report are scheduled to begin. 
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ACTUARIAL ASSUMPTIONS USED FOR THE VALUATION 
 
 
Funding objective contribution requirements and actuarial present values are calculated by applying 

estimates of future System activities (actuarial assumptions) to the benefit provisions and people 

information of the fund, using the actuarial cost method described on page C-5. 

 
The principal areas of activity which require estimates are: 

(i) rates of inflation impacting assets of the System and active member pays 

(ii) long-term rates of investment return to be generated by the assets of the System 

(iii) rates of salary increases to members 

(iv) rates of mortality among members, retirants and beneficiaries 

(v) rates of withdrawal of active members 

(vi) rates of retirement due to age and service 

(vii) rates of disability among members 
 
 
In making a valuation, the monetary effect of each activity is calculated for as long as a present 

covered person survives - - - a period of time which can be as long as a century. 

 
 

Actual activities of the Retirement System will not coincide exactly with estimated activities due to 

the nature of the activities.  Each valuation provides a complete recalculation of estimated future 

activities and takes into account the effect of differences between estimated and actual activities to 

date.  The result is a continual series of adjustments (usually small) to the computed contribution 

rate.  From time-to-time one or more of the estimates are modified to reflect experience trends (but 

not random or temporary year-to-year fluctuations). 
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The investment return rate used for valuation calculations was 7.5% net of expenses, compounded 

annually. This rate is not the assumed real rate of return (return in excess of inflation) on Retirement 

System assets. The assumed real rate of return is approximately 5.0% a year. 

 
 
This assumption is used to equate the value of payments due at different points in time and was first 

used for the June 30, 2012 valuation.  Approximate investment returns, for the purpose of 

comparisons with assumed returns, have been as follows: 

 
 

Nominal rate 3.0 % 1.3 % 0.8 % 0.1 % 5.6 %
Inflation rate 1.7 3.6 1.1 (1.4) 5.0
Real rate 1.3 (2.3) (0.3) 1.5 0.6

2008
Year Ended June 30

2012 2011 2010 2009

 
 
 
These rates of return should not be used for measurement of an investment advisor's performance or 

for comparisons with other systems - to do so will mislead. 

 
 
Salary increase rates used to project current pays to those upon which a benefit will be based are 

represented by the following table and were first used for the June 30, 2012 valuation. 

 
 

Sample Ages

20 3.00 % 4.00 %
25 3.00 3.50 
30 3.00 2.90 
35 3.00 2.30 
40 3.00 1.70 
45 3.00 1.20 
50 3.00 1.00 
55 3.00 0.50 
60 3.00 0.00 

Annual Rate of Salary Increase for Sample Ages

Economic
Base

Longevity
Merit and
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The salary increase assumptions will produce 3.00% annual increases in active member payroll (the 

base rate) given a constant active member group size.  This is the same payroll growth assumption 

used to amortize unfunded actuarial accrued liability. 

 

 
Changes actually experienced in average pay and total payroll have been as follows: 

 
 

5 Year
2012 2011 2010 2009 2008 Average

Average pay 5.0% (3.1)% (1.8)% 3.3% 2.2% 1.1% 
Total payroll 3.8% (8.9)% (11.9)% (1.1)% 1.7% (3.3)%

Year Ending

 
 
 
 
The mortality table used was the RP 2000 Mortality Table projected to 2017 using scale BB.  The 

base table is the RP 2000 Combined Mortality Table projected to the valuation date, and the 

provision for future mortality improvement is the additional projection to 2017 with scale BB.  This 

table was first used for the June 30, 2012 valuation.  Sample values follow: 

 
 

Sample
Ages Men Women Men Women

55 $136.94  $141.13  28.05     30.61     
60 127.75  132.83  23.61     26.04     
65 116.60  122.58  19.42     21.70     
70 103.45  110.58  15.53     17.68     
75 88.49  96.98  12.00     14.02     
80 72.49  82.01  8.93     10.76     

Expectancy (Years)
Future Life

$1 Monthly for Life
Value of

 
 
 
This assumption is used to measure the probabilities of members dying before retirement and the 

probabilities of each benefit payment being made after retirement. 

 

Post-Disabled mortality is set forward 10 years. 
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The rates of retirement used to measure the probability of eligible members retiring during the next 

year were as follows: 

Retirement Ages

50 15 %
51 15
52 15
53 15
54 15

55 15
56 15
57 15
58 15
59 15

60 15
61 15
62 18
63 20
64 22

65 35
66 30
67 30
68 30
69 40

70 100

Percent Retiring

 
 

 

Members are eligible for retirement with 30 or more years of service, or age 55 with 25 years of 

service, or after attaining age 60 with 10 or more years of service. 
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Rates of separation from active membership are represented by the following table (rates do not 

apply to members eligible to retire and do not include separation on account of death or disability):  

This assumption measures the probabilities of members remaining in employment. 

 

Service Based
Years of service: 0 20.00 %

1 15.00
2 12.00
3 10.00
4 7.00

Age Based
Sample Ages: 25 6.30

30 5.78
35 4.62
40 1.94
45 1.31
50 1.31
55 1.31
60 1.31

Separating within Next YearBasis
% of Active Members
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MISCELLANEOUS AND TECHNICAL ASSUMPTIONS 
 
 
Marriage Assumption: 90% for purposes of death-in-service benefits and 80% for 

deaths after retirement. 
  
Pay Increase Timing: Beginning of (Fiscal) year. This is equivalent to assuming that 

reported pays represent amounts paid to members during the 
year ended on the valuation date. 

  
Decrement Timing: Decrements of all types are assumed to occur mid-year. 
  
Eligibility Testing: Eligibility for benefits is determined based upon the age nearest 

birthday and service nearest whole year on the date the 
decrement is assumed to occur. 

  
Benefit Service: Exact fractional service is used to determine the amount of 

benefit payable. 
  
Decrement Relativity: Decrement rates are used directly from the experience study, 

without adjustment for multiple decrement table effects. 
  
Decrement Operation: Disability and mortality decrements do not operate during the 

first 5 years of service.  Disability and turnover do not operate 
during retirement eligibility.  

  
Normal Form of Benefit: The normal form of benefit is the straight life form.  
  
Option Factors: Option factors are based upon 6% interest and the RP 2000 

Mortality Table projected to 2017 using scale BB, with 64% 
unisex blend.  

  
Incidence of Contributions: Contributions are assumed to be received continuously 

throughout the year based upon the computed percent of payroll 
shown in this report, and the actual payroll payable at the time 
contributions are made.  New entrant normal cost contributions 
are applied to the funding of new entrant benefits.  

 
DROP Members: 

 
Beginning with the June 30, 2012 valuation, members participating 
in the DROP are valued as having retired.  Employer contributions 
are assumed to continue to be based on DROP and non-DROP 
payroll. 
 

Other Liability Adjustments: None. 
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GLOSSARY 

 
 
ACCRUED SERVICE:  Service credited under the System which was rendered before the date of the 

actuarial valuation. 

 
 
ACTUARIAL ACCRUED LIABILITY:  The difference between the actuarial present value of future 

benefit payments and the actuarial present value of future normal costs.  Also referred to as "accrued 

liability" or "past service liability." 

 
 
ACTUARIAL ASSUMPTIONS:  Estimates of expected future experience with respect to rates of 

mortality, disability, turnover, retirement, rate or rates of investment income and salary increases.  

Decrement assumptions (rates of mortality, disability, turnover and retirement) are generally based 

on past experience, often modified for projected changes in conditions.  Economic assumptions 

(salary increases and investment income) consist of the underlying rate in an inflation-free 

environment plus a provision for a long-term average rate of inflation. 

 
 
ACTUARIAL COST METHOD:  A mathematical budgeting procedure for allocating the dollar amount 

of the "actuarial present value of future benefit payments" between future normal costs and actuarial 

accrued liabilities.  Sometimes referred to as the "actuarial cost method." 

 
 
ACTUARIAL EQUIVALENT:  A single amount or series of amounts of equal actuarial present value to 

another single amount or series of amounts, computed on the basis of appropriate actuarial 

assumptions. 

 
 
ACTUARIAL PRESENT VALUE:  The amount of funds currently required to provide a payment or 

series of payments in the future.  It is determined by discounting future payments at predetermined 

rates of interest, and by probabilities of payment.  Also referred to as "present value." 
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AMORTIZATION:  Paying off an interest-discounted amount with periodic payments of interest and 

principal -- as opposed to paying it off with a lump sum payment. 

 
 
EXPERIENCE GAIN (LOSS):  The difference between actual costs and assumed actuarial costs -- 

during the period between two valuation dates. 

 
 
FUNDING VALUE (OF ASSETS):  The value of assets used in the actuarial valuation.  Typically cost 

value with an adjustment toward market. 

 
 
NORMAL COST:  The actuarial cost allocated to the current year by the actuarial cost method.  

Sometimes referred to as "current service cost." 

 
 
UNFUNDED ACTUARIAL ACCRUED LIABILITY:  The difference between the actuarial accrued 

liabilities and the actuarial value of system assets.  Sometimes referred to as "unfunded past service 

liability," "unfunded accrued liability" or "unfunded supplemental present value.” 

 
 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION D 
D IS C LO S U R ES  R EQ U IR ED  B Y S TATEME N T N O .  25  
O F  TH E G O VER N MEN TA L A C C O U N TING  
S TA N D A R D S  B O A R D  
 
 
 
 
 
This information is presented in draft form for review by the System’s auditor.  Please 
let us know if there are any items that the auditor changes so that we may maintain 
consistency with the System’s financial statements. 
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GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENTARY INFORMATION 

 
 
The information presented in the required supplementary schedules was determined as part of the actuarial 

valuations at the dates indicated.  Additional information as of the latest actuarial valuation follows: 

 
 

Valuation date June 30, 2012 
  
Actuarial Cost Method Entry-Age 
  
Amortization Method Level percent 
  
DROP amortization period 10 years closed 
  
Remaining UAAL amortization period 30 years open 
  
Asset valuation method 4 year smoothed market 
  
Actuarial assumption:  

Investment rate of return 7.50% 
Projected salary increases 3.00% -  7.00% 
Includes inflation at 3.00% 
Cost-of-living adjustments none 

 
 
 
Membership of the plan consisted of the following at June 30, 2012, the date of the latest actuarial 

valuation: 

 
 

Retirees and Beneficiaries receiving benefits 173 
  
Terminated plan members entitled  

to but not yet receiving benefits 22 
  
Active plan members 169 
  
Total 364 
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GASB STATEMENT NO. 25 

REQUIRED SUPPLEMENTARY INFORMATION 
 
 

Schedule of Funding Progress 
 
Actuarial UAAL as a
Valuation Actuarial Actuarial Accrued Unfunded % of

Date Value of Liability (AAL) AAL Funded Covered Covered
June 30 Assets Entry-Age (UAAL) Ratio Payroll Payroll

2004 $32,918,856 $31,416,866     $  (1,501,990) 104.8% $  9,599,830 (15.6)%   
2005 32,394,793 33,015,690     620,897 98.1% 9,599,573 6.5%    
2006 31,867,085 35,019,132     3,152,047 91.0% 10,090,797 31.2%    
2007 34,235,883 38,091,410     3,855,527 89.9% 10,119,228 38.1%    
2008 35,618,029 40,906,566     5,288,537 87.1% 10,295,133 51.4%    

2009 34,970,792 42,854,575     7,883,783 81.6% 10,183,663 77.4%    
2010 34,124,162 43,283,357     9,159,195 78.8% 8,968,814 102.1%    
2011 32,985,594 43,916,224     10,930,630 75.1% 8,169,376 133.8%    
2012 32,116,826 45,447,518     13,330,692 70.7% 8,479,118 157.2%    
 2012* 32,116,826 48,321,325     16,204,499 66.5% 8,479,118 191.1%     

 
* After changes in actuarial methods and assumptions. 

 
 

Schedule of Employer Contributions 
 

Fiscal Contribution Rates Computed Dollar
Year Ended as Percents of Contribution Based Actual Annual

June 30 Valuation Payroll on Projected Payroll Contributions

2005 3.93% $413,924        $388,706     
2006 5.60% 584,257        572,520     
2007 6.92% 721,955        722,422     
2008 7.59% 832,376        803,042     
2009! 7.65% 841,320        793,649     

2010 7.72% 863,777        750,439     
2011 8.54% 945,179        786,824     
2012 9.21% 861,134        817,748     
2013 9.92% 880,750        

 2014* 12.52% 1,126,236         
 

! Revised after the June 30, 2007 valuation to reflect the adoption of the DROP. 
* After changes in actuarial methods and assumptions. 



 

 

 
 
 
 
 
 
 
 
 
 
 
March 27, 2013 
 
 
 
 
Ms. Sandy Sykes 
City of Jackson Employees 
     Retirement System 
161 West Michigan Avenue 
Jackson, Michigan  49201-1324 
 
Dear Ms. Sykes: 
 
Enclosed are 12 copies of the Sixty-Seventh Annual Actuarial Valuation report of the City of Jackson 
Employees Retirement System. 
 
Sincerely, 
 
 
 
David T. Kausch 
 
DK:bd 
Enclosures 
 
cc: The Rehman Group (+1 report copy) 
 Attn:  Mr. Mark Ketner 
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March 27, 2013 
 
 
 
 
Ms. Sandy Sykes 
Pension Coordinator 
City of Jackson 
161 W. Michigan Avenue 
Jackson, MI 49201-1303 
 
Re:  City of Jackson Act 345 Policemen and Firemen Retirement System Proposals 
 
Dear Ms. Sykes: 
 
Enclosed is a supplemental actuarial valuation to measure the financial effect of proposed 
funding method changes for the City of Jackson Act 345 Policemen and Firemen 
Retirement System. 
 
If you have any questions regarding our calculations, please contact us. 
 
Sincerely, 
 
 
 
David T. Kausch, FSA, EA, MAAA 
 
 
 
 
Abra D. Hill, ASA, MAAA 
 
DTK/ADH:ah 
Enclosures 
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CITY OF JACKSON ACT 345 POLICEMEN AND FIREMEN RETIREMENT SYSTEM 

SUPPLEMENTAL ACTUARIAL VALUATION 
AS OF JUNE 30, 2012 

 

SUBMITTED TO: The Retirement System Board 
 

DATE: March 27, 2013 
 
SUBMITTED BY: David T. Kausch, FSA, EA, MAAA 
 Gabriel, Roeder, Smith & Company  
 
 Abra D. Hill, ASA, MAAA 
 Gabriel, Roeder, Smith & Company 
 
 

 
This report contains the results of a supplemental actuarial valuation, requested by the City of Jackson 
Act 345 Policemen and Firemen Retirement System Board to measure the financial effect of proposed 
funding method changes.  The actuaries issuing this report are independent of the plan sponsor, are 
Members of the American Academy of Actuaries, and meet the Qualification Standards of the American 
Academy of Actuaries to render the actuarial opinion contained herein.  
 
The date of this valuation was June 30, 2012.  Supplemental valuations do not predict the result of future 
actuarial valuations.  (Future activities can affect future valuation results in an unpredictable manner.)  
Rather, supplemental valuations give an indication of the probable effect of the method changes on 
future valuations without comment on the complete end result of the future valuations. 
 
The valuation was based on actuarial data submitted for the June 30, 2012 annual actuarial valuation and 
actuarial methods as of June 30, 2012.  Valuation assumptions are based on the June 30, 2012 valuation.  
In particular: 
 

 The assumed rate of interest was 7.75%. 
 The assumed rate of wage inflation was 4.25%. 
 The valuation method was the entry age actuarial cost method. 

 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements 
(such as the end of an amortization period or additional cost or contribution requirements based on the 
plan’s funded status); and changes in plan provisions or applicable law.   
 
This report should not be relied on for any purpose other than the purpose described above.  This report 
is intended for use by the Board and may be provided to parties other than the Board only in its entirety 
and only with permission of the Board. 
 
  



 
3/27/2013  -2- 
 

 
CITY OF JACKSON ACT 345 POLICEMEN AND FIREMEN RETIREMENT SYSTEM 

SUPPLEMENTAL ACTUARIAL VALUATION 
AS OF JUNE 30, 2012 

 

Present Funding Method 
 
Unfunded Actuarial Accrued Liabilities will be amortized as a level percent of payroll over a 15 year 
open period for both active and retired liabilities. 
 

Proposed Funding Method 
 
Unfunded Actuarial Accrued Liabilities will be amortized as a level percent of payroll over a 20 year 
open period for active liabilities and over a 15 year closed period for retired liabilities. 
 

Actuarial Statement 
 
The effect of the proposed change to the amortization period for the fiscal year beginning July 1, 2013 
would be as follows: 
 

Contributions for Fiscal Year Ending June 30, 2014 June 30, 2014

Normal Cost
    Age & service 17.14 % 17.14 %
    Casualty 2.11 2.11
    Refunds 1.00 1.00
        Total 20.25 20.25

Member contributions 10.82 10.82

Employer Normal Cost 9.43 9.43

Unfunded Actuarial Accrued Liability
    Retirants and beneficiaries 29.22 29.22
    Active members 27.58 22.29
        Total 56.80 51.51

Computed Employer Rate 66.23 % 60.94 %
Employer Dollar Contribution $3,012,344 $3,273,947

Present Method Proposed Method
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CITY OF JACKSON ACT 345 POLICEMEN AND FIREMEN RETIREMENT SYSTEM 

SUPPLEMENTAL ACTUARIAL VALUATION 
AS OF JUNE 30, 2012 

 
Actuarial Statement (Concluded) 

 
The proposed financing arrangement is a reduction in contributions from the current funding policy.  
Any reduction in contributions to an underfunded plan should be monitored closely to avoid adverse 
effects on the System. 
 
RECERTIFICATION:  This supplemental report recertifies the Annual Required Contribution for the 
fiscal years ending June 30, 2014, subject to Board approval. 
 
The revised Annual Required Contribution for the fiscal year ending June 30, 2014 is 60.94% of payroll 
and projected to be $3,012,344 with an amortization period of 20 years for active and 15 years for retiree 
unfunded liabilities, superseding the amount as determined by the June 30, 2012 valuation (issued 
February 14, 2013). 
 
The amortization period for future valuations will be an open 20-year period for active and a closed 14-
year period for retiree unfunded actuarial accrued liability beginning with the June 30, 2013 valuation 
which will determine the Annual Required Contribution for the fiscal year ending June 30, 2015. 
 

Comments 
 
Comment 1 — No statement in this report is intended to be interpreted as a recommendation in favor of 
this change.  This plan is underfunded with a funded ratio of 49.3% as of June 30, 2013.  Any reduction 
in contributions to an underfunded plan should be monitored closely to avoid adverse effects on the 
System. 
 
Comment 2 – The calculations are based upon assumptions regarding future events, which may or may 
not materialize.  It is important to note that a projection is not a prediction of future events, rather it 
represents the expected outcome of the actuarial model.  Actual experience over time will differ. 



 

 
 
 
 
February 14, 2013 
 
 
 
 
The Board of Trustees 
City of Jackson Act 345 
Policemen and Firemen Retirement System 
Jackson, Michigan 
 
The results of the June 30, 2012 Annual Actuarial Valuation of the City of Jackson Act 345 Policemen 
and Firemen Retirement System are presented in this report.   
 
This report was prepared at the request of the Board and is intended for use by the Retirement System 
and those designated or approved by the Board.  This report may be provided to parties other than the 
System only in its entirety and only with the permission of the Board. 
 
The purpose of the valuation is to measure the System’s funding progress, to determine the employer 
contribution rate for the fiscal year ending June 30, 2012, and to determine the actuarial information for 
Governmental Accounting Standards Board (GASB) Statement No. 25 and No. 27.   
 
The actuaries submitting this statement are members of the American Academy of Actuaries and meet 
the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein. 
 
Please see the following page for additional disclosures required by the Actuarial Standards of Practice.   
 
This report has been prepared by actuaries who have substantial experience valuing public employee 
retirement systems. To the best of our knowledge the information contained in this report is accurate and 
fairly presents the actuarial position of the City of Jackson Act 345 Policemen and Firemen Retirement 
System as of the valuation date.  All calculations have been made in conformity with generally accepted 
actuarial principles and practices, and with the Actuarial Standards of Practice issued by the Actuarial 
Standards Board.  
 
Respectfully submitted, 
 

 
 
David T. Kausch, FSA, EA, MAAA 
 
 
 
Abra D. Hill, ASA, MAAA 
 
DTK/ADH:sc 

 



 

 
Additional Disclosures Required by Actuarial Standards of Practice 
 
 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements (such 
as the end of an amortization period or additional cost or contribution requirements based on the plan’s 
funded status); and changes in plan provisions or applicable law. Due to the limited scope of the actuary’s 
assignment, the actuary did not perform an analysis of the potential range of such future measurements. 
 
This report should not be relied on for any purpose other than the purpose described herein.  
Determinations of the financial results associated with the benefits described in this report in a manner 
other than the intended purpose may produce significantly different results. 
 
The signing actuaries are independent of the plan sponsor. 
 
The valuation was based upon information furnished by the City, concerning Retirement System benefits, 
financial transactions, plan provisions and active members, terminated members, retirees and 
beneficiaries.  We checked for internal and year-to-year consistency, but did not otherwise audit the data.  
We are not responsible for the accuracy or completeness of the information provided by the City. 
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EXECUTIVE SUMMARY 
($ IN MILLIONS) 

 

 

Valuation Date June 30, 2011 June 30, 2012

Fiscal Year Ending June 30, 2013 June 30, 2014

Recommended Employer Contributions
Annual Amount $  2,870,342 $  3,273,947
Percentage of Covered Payroll 57.05% 66.23% 

Membership
Number of

Active Members 70 62
Retirees and Beneficiaries 158 163
Inactive, Non-retired Members 5 6
Total 233 231

Total Pensions Being Paid $  3,942,527 $  4,187,834

Assets
Market Value $34,626,948 $31,188,191
Actuarial Value 33,801,498 32,257,445
Return on Market Value 24.0% (5.4%)
Return on Actuarial Value 0.7% 0.2% 
Ratio - Actuarial Value to Market Value 97.6% 103.4% 

Actuarial Information
Normal Cost % 20.20% 20.25% 
Actuarial Accrued Liability (AAL) 62,431,199 65,436,998
Unfunded Actuarial Accrued Liability (UAAL) 28,629,701 33,179,553
Funded Ratio 54.1% 49.3% 
Amortization Period 15 years 15 years  

 
 
Highlights/Changes 

    The contribution as a dollar amount increased over the prior year.  The increase was largely due to 

recognized investment losses and greater than expected increases in active member salaries. 

     
The Executive Summary gives an overview of the report.  It cannot be used as a substitute for a 

thorough reading of the full report. 
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EXECUTIVE SUMMARY 
 
 
Actuarial Valuation 
 
This report presents the actuarial valuation of the City of Jackson Act 345 Policemen and Firemen 

Retirement System prepared as of June 30, 2012. Valuations are prepared annually as of July 1 of 

each year; the first day of the City of Jackson Act 345 Policemen and Firemen Retirement System 

plan and fiscal year. 

 
The primary purposes of the valuation report are to measure the plan’s liabilities to determine the 

required employer contribution rate based upon the System’s funding policy and to analyze changes 

in the City of Jackson Act 345 Policemen and Firemen Retirement System’s actuarial position. 

 
In addition, the report provides information in connection with the Governmental Accounting 

Standards Board Statement No. 25 (GASB No. 25), and it provides summaries of the member data, 

financial data, plan provisions, and actuarial assumptions and methods. 

 
 
Financing Objectives 
 
The City of Jackson Act 345 Policemen and Firemen Retirement System is supported by member 

contributions, employer contributions, and net earnings on the investments of the fund. The member 

contribution rate is set at 12.99% of pay for firefighters, 11.24% for police officers, and 10.95% for 

police command, while the employer contribution is determined by the actuarial valuation. 

 
The combined member and employer contributions are intended to be sufficient to pay the normal 

cost and to amortize the Unfunded Actuarial Accrued Liability (UAAL) over a period of 15 years.   
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EXECUTIVE SUMMARY 

 
 
Contribution Requirement 
 
The computed employer contribution for the fiscal year ending June 30, 2013 is $3,273,947, or 

66.23% of projected covered payroll. 

 
Funded Status 
 
As of the valuation date, the Unfunded Actuarial Accrued Liability (UAAL) was $33,179,553, and the 

funded ratio (the ratio of the Actuarial Value of Assets to the Actuarial Accrued Liability) was 49.3%. 

At the time of last year’s valuation, the UAAL was $28,629,701, and the funded ratio was 54.1%. See 

page A-6 for an analysis of the actuarial gains and losses over the last year and page A-5 for a history 

of the funded ratios. 

 
 
Variability of Future Contribution Rates 
 
The Actuarial Cost Method used to determine the contribution rate is intended to produce contribution 

rates which are generally level as a percent of payroll. Even so, when experience differs from the 

assumptions, as it often does, the employer’s contribution rate can vary significantly from year-to-

year. 

 

We have included a 10-year projection of principle valuation results on page A-10. 
 
Benefit Provisions 
 
This valuation reflects benefits promised to members as reported to us by the System’s administrator. 

Effective July 1, 2012, new hires to Police Patrol (Non-Supervisory) positions will enter a hybrid 

plan.  A brief summary of the defined benefit portion of this hybrid plan are a multiplier of 1.5% for 

the first 25 years of service, a 1% multiplier for each year of service thereafter, a member contribution 

rate of 4.75% of pay, overtime shall be excluded from final average compensation, the duty disability 

pension is 66-2/3% of final average compensation to age 55, and the non-duty disability pension is the 

same formula as service retirement payable to age 55.   

 

For purposes of this valuation, the hybrid plan was not reflected.  A complete list of plan provisions 

included in the valuation can be found in Section B. 
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EXECUTIVE SUMMARY 

 
 
Actuarial Assumptions and Methods 
 
In determining costs and liabilities, actuaries use assumptions about the future, such as rates of salary 

increase, probabilities of retirement, termination, death and disability, and an investment return 

assumption. The Board of Trustees sets the actuarial assumptions and methods taking into account 

recommendations made by the plan’s actuary and other advisors. The most recent experience study 

reviewing assumptions was for the five-year period ending June 30, 2006. 

 
We believe the assumptions are internally consistent based on the actual experience of the City of 

Jackson Act 345 Policemen and Firemen Retirement System. These actuarial assumptions and 

methods comply with the parameters for disclosure in GASB Statement No. 25. We recommend 

periodic review of assumptions. For a system this size, a full experience study may not be necessary, 

however, certain key assumptions may warrant review, such as rate of salary growth, the expected 

long-term rate of return on assets, mortality rates and the load for annuity withdrawals. 

 
The determinations of the actuarial valuation are dependent on the actuarial assumptions used. Actual 

results can, and almost certainly will, differ as actual experience deviates from the assumptions.  

 

In addition to the actuarial assumptions, the actuary also makes use of an Actuarial Cost Method to 

allocate costs to particular years. In common with most public-sector plans, the City of Jackson Act 

345 Policemen and Firemen Retirement System uses the Entry Age Normal method.  Theoretically, 

this method produces a level pattern of funding over time, (as a percentage of member payroll) and 

thereby provides equity between various generations of tax payers.  We continue to believe this 

method is appropriate for the City of Jackson Act 345 Policemen and Firemen Retirement System. 
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EXECUTIVE SUMMARY 

 
 
Assets 
 
System assets are held in trust. The City of Jackson Act 345 Policemen and Firemen Retirement 

System administrator has provided the asset information used in this valuation. 

 
Page B-8 contains exhibits summarizing the plan’s assets including a summary of the Market Value of 

Assets held by the fund, allocation of assets held for investment, and a reconciliation of the assets 

from the last valuation date to the current valuation date. 

 
Page A-7 shows the development of the Actuarial Value of Assets. The Actuarial Value of Assets is a 

smoothed Market Value. A smoothed value is used in order to dampen some of the year-to-year 

fluctuations in valuation results that would occur if the Market Value were used each year. The 

method used phases in differences between the actual and expected market returns over four years. 

The expected return is determined using the 7.75% assumption and the plan’s Market Value adjusted 

for contributions received and benefits and refunds paid. Both the actual and expected returns are 

computed net of administrative expenses. 

 
The Actuarial Value is currently 103.4% of the Market Value. Over any short time period, a disparity 

between Actuarial Value and Market Value may appear, but in the long-run, we would expect the 

Actuarial Value and the Market Value to continue to track each other fairly closely. 

 
The investment return rate for FY 11/12 on Market Value was (5.38)%, while it was 0.23% on 

Actuarial Value. The primary reason these figures differ is due to large investment losses experienced 

during the previous fiscal year. 

 
The Board may choose to implement a “corridor” restricting the Actuarial Value of Assets to be 

between 80% and 120% (or some other range) of the Market Value of Assets.  In the current 

environment, restricting the Actuarial Value between 80% and 120% of Market will not change the 

Actuarial Value of Assets, as it is already between 80% and 120%. 
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EXECUTIVE SUMMARY 

 
 
Member Data 
 
Among the retired members there were six new retirees, and one death bringing the total for this 

valuation to 163. Active membership had three new members, six members retire, one member retire 

to deferred status, and four members withdraw, leaving a total of 62. The five previously deferred 

members remained deferred, bringing the total to six members. 

 
 
GASB Statement No. 25 Disclosure 
 
The Governmental Accounting Standards Board (GASB) Statement No. 25 governs reporting for 

government-sponsored retirement plans. 

 
For the City of Jackson Act 345, the ARC is defined as the sum of (a) the employer normal cost, and 

(b) the amount needed to amortize the UAAL as a level percentage of payroll over 15 years. 

 
 
GASB Accounting Standards 
 
In June 2012, the GASB approved two new accounting standards for public sector retirement systems 

and governments, Statements Nos. 67 and 68.  These new standards are a significant departure from 

the current standards.  The GASB has stated that accounting standards should be separate from 

funding standards.  In our view, the funding of the Retirement System may continue unchanged.  

However, the new accounting standards will require a separate set of calculations and may require a 

separate report. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION A 
VA LU ATI O N  R ES U LTS ,  C OMMEN TS ,  C O MPA R ATIV E 
IN F O R MATIO N  
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FUNDING OBJECTIVE 
 
 
The funding objective of the Retirement System is to establish and receive contributions throughout the 

working lifetime of the members which when combined with investment earnings, are sufficient to provide 

benefits during retirement. 

 
 
 

CONTRIBUTION RATES 
 
 
The Retirement System is supported by member contributions, City contributions and investment income 

from Retirement System assets. 

 
 
Contributions which satisfy the funding objective are determined by the annual actuarial valuation and are 

sufficient to: 

 
(1) Cover the actuarial present value of benefits allocated to the current year by the actuarial 

cost method described in Section C (the normal cost); and 

 
(2) Finance over a period of future years the actuarial present value of benefits not covered by 

valuation assets and anticipated future normal costs (unfunded actuarial accrued liability). 

 
Computed contribution rates for the fiscal year beginning July 1, 2013 are shown on page A-2. 
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CONTRIBUTIONS TO FUND BENEFITS 
EXPRESSED AS PERCENTS OF ACTIVE MEMBER PAYROLL 

FOR THE FISCAL YEAR BEGINNING JULY 1 
 
 

Contributions for 2012 2013

Normal Cost
    Age & service 17.09 % 17.14 %
    Casualty 2.12 2.11
    Refunds 0.99 1.00
        Total 20.20 20.25

Member contributions 10.78 10.82

Employer Normal Cost 9.42 9.43

Unfunded Actuarial Accrued Liability*
    Retirants and beneficiaries 22.35 29.22
    Active members 25.28 27.58
        Total 47.63 56.80

Computed Employer Rate 57.05 % 66.23 %
Employer Dollar Contribution $3,273,947 $2,870,342  

 
  *  Amortized as a level percent-of-payroll over a period of 15 years for retirants, beneficiaries, and active members.  
 
 

DETERMINING EMPLOYER DOLLAR CONTRIBUTIONS 
 
 
For any period of time, the percent-of-payroll contribution rate needs to be converted to dollars. 
 
The recommended procedure when the population is stable is:  (1) at the end of each payroll period, multiply 

the active member payroll for the period by the employer contribution percent; and (2) promptly contribute 

the dollar amount so determined. 
 
The total active member payroll used for this valuation was $4,548,146.  Applying the computed employer 

contribution rate of 66.23% to this payroll and adjusting for the time lag between June 30, 2012 and the 

assumed contribution date produces a recommended employer contribution of $3,273,947 for FY 13/14. 

 
In an environment when the population is projected to decline by the time contributions are made, we 

recommend contributing the dollar amount shown above. 
 
Actual employer contributions made to the trust for the last completed fiscal year were $2,843,528.   
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In financing the actuarial accrued liability, the valuation assets of $32,257,445 were distributed as shown 

below.  Please see page A-7 for information concerning the derivation of valuation assets. 

 
 

Member Retired
Actuarial Life
Accrued Actuarial Contingency

Reserves for Liability Liability Reserve Totals

Employees' Contributions $6,359,371 $  6,359,371

Employer Contributions $44,495,303 44,495,303 

Retired Benefit Payments (18,597,229) (18,597,229)

Totals $6,359,371 $25,898,074 none $32,257,445

Present Valuation Assets Applied to

 
 
 
 
Assets were applied against actuarial accrued liability in determining unfunded actuarial accrued liability as 

follows: 

 
 

Retired Active
Lives Members Total

Computed Actuarial Accrued Liability $42,966,261 $22,470,737 $65,436,998

Applied Assets 25,898,074 6,359,371 32,257,445 

Unfunded Actuarial Accrued Liability $17,068,187 $16,111,366 $33,179,553  
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FUNDING PROGRESS INDICATORS 

 
 
Although there is no single all-encompassing measure of a retirement system's funding progress and current 

funded status, an aid in understanding funding progress can be achieved using the following indicators: 

 
INDICATOR 1 - The ratio of valuation assets to the actuarial accrued liability (AAL).  The ratio is 

expected to increase in the absence of benefit improvements or strengthening of actuarial assumptions.  Prior 

to 6/30/98, the AAL was computed in accordance with the Pension Benefit Obligation information pursuant 

to the Government Accounting Standards Board (GASB) Statement No. 5, issued November, 1986.  

Beginning with the 6/30/98 valuation, the actuarial accrued liability computed for funding purposes is used, 

pursuant to GASB Statement No. 25, which supersedes Statement No. 5. 

 
INDICATOR 2 - The ratio of the unfunded actuarial accrued liability to member payroll - an inflation 

adjusted funding requirement indicator.  In a soundly financed retirement system, the amount of the 

unfunded actuarial accrued liability will be controlled and prevented from increasing in the absence of 

benefit improvements or strengthening of actuarial assumptions.  However, in an inflationary environment it 

is seldom practical to impose this control on dollar amounts which are depreciating in value.  The ratio is a 

relative index of condition where inflation is present in both items.  The ratio is expected to gradually 

decrease in the absence of benefit improvements and changes in actuarial assumptions. 

 
INDICATOR 3 - The actuarial present value of gains or losses realized in the operation of the Retirement 

System - an experience indicator.  Gains and losses are expected to cancel each other over a period of years 

(in the absence of double-digit inflation) but sizable year-to-year fluctuations are common.  Derivation of the 

experience gain (loss) is shown on page A-6. 

 
The Retirement System’s funding objective is to meet long-term benefit promises through contributions that 

remain approximately level from year-to-year as a percent of active member payroll.  If the contributions to 

the System are level in concept and soundly executed, the System will pay all promised benefits when due -- 

the ultimate indicator of financial soundness. 
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FUNDING PROGRESS INDICATORS - COMPARATIVE SCHEDULE 
($ AMOUNTS IN THOUSANDS) 

Valuation Member Gain
Assets AAL UAAL Payroll (Loss)

1988 $  6,165   $   16,097   38.3 % $   9,932   $2,381   417.1 % $    (719) 
1989 6,724   19,391   34.7 12,668   2,660   476.3 (2,473) 
1990 (b) 7,794   26,223   29.7 18,429   3,801   484.8 (2,341) 
1991 (a) 8,335   27,727   30.1 19,392   4,049   478.9 (127) 
1992 9,670   29,800   32.4 20,130   4,299   468.3 (329) 
1993 10,424   31,447   33.1 21,023   4,502   466.9 (502) 
1994 (a) 11,429   33,668   33.9 22,239   4,778   465.4 (1,084) 
1995 13,099   35,642   36.8 22,543   5,119   440.4 (87) 
1996 15,137   37,030   40.9 21,893   5,381   406.9 810  
1997 17,657   38,022   46.4 20,365   5,498   370.4 1,566  

1998 (a) 21,277   39,553   53.8 18,276   5,697   320.8 2,062  
1999 24,372   40,911   59.6 16,539   5,598   295.5 1,359  
2000 27,748   42,660   65.0 14,912   5,773   258.3 1,336  
2001 29,555   44,126   67.0 14,571   5,942   245.2 24  
2002 (a) 28,906   45,681   63.3 16,775   6,071   276.3 (2,313) 

2003 (a) 27,837   47,131   59.1 19,294   6,213   310.5 (2,486) 
2004 (a) 27,218   49,060   55.5 21,842   6,138   355.8 (2,386) 
2005 (a) 27,761   51,434   54.0 23,673   6,321   374.5 (806) 
2006 29,893   53,569   55.8 23,676   6,598   358.8 (72) 
2007 (a) 33,250   56,554   58.8 23,304   6,421   362.9 812  

2008 (a) 36,003   59,228   60.8 23,225   6,655   349.0 (904) 
2009 (a) 35,907   61,905   58.0 25,998   6,767   384.2 (3,750) 
2010 (a) 35,632   62,211   57.3 26,579   6,236   426.2 (2,267) 
2011 33,801   62,431   54.1 28,630   4,630   618.4 (2,272) 
2012 32,257   65,437   49.3 33,180   4,548   729.6 (4,929) 

Payroll
Ratio to

June 30
Date

Valuation

Ratio
Funded

 

(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods.  
(b) Includes transfers from Old Plan through March, 1991. 
AAL  - Actuarial accrued liability, computed in accordance with GASB Statement No. 5 prior to 6/30/98; after 6/30/97 

computed in accordance with GASB Statement No. 25. 
UAAL - Unfunded actuarial accrued liability. 
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EXPERIENCE GAIN (LOSS) 
JUNE 30, 2012 

 
 
 

Unfunded
Actuarial Actuarial Actuarial
Accrued Value of Accrued
Liability Assets Liability

(A) (B) (C) = (A) - (B)

(1)   Value at start of year $  62,431,199 $ 33,801,498 $ 28,629,701
(2)   Normal Cost from last valuation 935,166             N/A 935,166                 
(3)   Actual Contributions N/A 3,436,079               (3,436,079)             
(4)   Disbursements (5,056,504)          (5,056,504)             -                        
(5)   Interest Accrual 4,678,716           2,556,825               2,121,891               
(6)   Expected value before changes 62,988,578         34,737,898             28,250,680             
(7)   Increase due to plan amendment -                    -                        -                        
(8)   Increase due to revised assumptions -                    -                        -                        
(9)   Expected value after changes 62,988,578         34,737,898             28,250,680             

(10) Actual value at end of year 65,436,998         32,257,445             33,179,553             
(11) Gain (loss) $(2,448,420)     $(2,480,453)         $(4,928,873)          
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DEVELOPMENT OF FUNDING VALUE OF RETIREMENT SYSTEM ASSETS 

 
 

2010 2011 2012 2012 2013 2014

A. Funding Value Beginning of Year $35,907,494 $35,632,432 $33,801,498
B. Market  Value End of Year 29,785,874 34,626,948 31,188,191 
C. Market Value Beginning of Year 26,718,964 29,785,874 34,626,948 
D. Non-Investment Net Cash Flow (127,921) (2,056,508) (1,620,425)

D1. Projected Rate of Return 7.75% 7.75% 7.75%
E. Investment Income

E1.  Market Total: B – C – D 3,194,831 6,897,582 (1,818,332)
E2.  Amount for Immediate Recognition
       D1 * (A + D / 2) 2,777,874 2,681,824 2,556,825 
E3.  Amount for Phased-In Recognition: E1-E2 416,957 4,215,758 (4,375,157)

F. Phased-In Recognition of Investment Income
F1.  Current Year: 0.25 x E3 104,239 1,053,940 (1,093,789)
F2.  First Prior Year (2,544,842) 104,239 1,053,940 $  (1,093,789)
F3.  Second Prior Year (1,069,588) (2,544,842) 104,239 1,053,940 $  (1,093,789)
F4.  Third Prior Year 585,176 (1,069,587) (2,544,843) 104,240 1,053,938 $  (1,093,790)
F5.  Total Recognized Investment Gain:
       F1 + F2 + F3 + F4 (2,925,015) (2,456,250) (2,480,453) 64,391 (39,851) (1,093,790)

G. Funding Value End of Year: A + D + E2 + F5 35,632,432 33,801,498 32,257,445 
H. Difference Between Market & Funding Value (5,846,558) 825,450 (1,069,254)
 I. Ratio of Funding to Market Value of Assets 119.6% 97.6% 103.4% 
J. Recognized Rate of Return (0.41%) 0.65% 0.23% 

K. Market Rate of Return 11.99% 23.99% (5.38%)

Year Ended June 30:

 
 
The Funding Value of Assets recognizes assumed investment income (line E2) fully each year.  Differences between actual and assumed investment 
income (line E3) are phased-in over a closed 4 year period.  During periods when investment performance exceeds the assumed rate, Funding Value of 
Assets will tend to be less than market value.  During periods when investment performance is less than the assumed rate, Funding Value of Assets will 
tend to be greater than market value.  The Funding Value of Assets is unbiased with respect to market Value.   
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VALUATION RESULTS 
COMPARATIVE SCHEDULE 

 
 

 
Amortization

Computed
FY Total Assets Unfunded Active Retired Recommended Actual

1978 79/80 $      3,608,983 $     618,378 $    2,990,605 38 yrs. 28.46 % $    266,119   $    269,436   
1979 80/81 3,964,236 821,997 3,142,239 37 29.04 276,950   291,477   
1980 81/82 5,567,154 1,213,503 4,353,651 36 31.03 373,440   382,484   
1981 82/83 7,022,697 1,361,912 5,660,785 35 31.39 493,292   508,834   
1982 (a) 83/84 7,270,797 2,083,777 5,187,020 34 28.26 431,694   436,413   

1983 84/85 9,161,606 2,706,736 6,454,870 33 30.02 522,466   520,938   
1984 85/86 9,762,564 3,080,431 6,682,133 32 29.66 558,630   565,609   
1985 86/87 11,952,650 3,651,133 8,301,517 31 31.80 664,265   671,002   
1986 87/88 13,147,141 4,291,075 8,856,066 30 33.62 694,603   701,708   
1987 (a) 88/89 14,468,307 5,493,437 8,974,870 29 33.50 739,880   739,880   

1988 89/90 16,096,433 6,164,578 9,931,855 28 33.07 853,381   853,381   
1989 90/91 19,379,056 6,723,554 12,655,502 27 36.18 1,042,702   1,042,702   
1990 (b) 91/92 26,202,014 7,793,748 18,408,266 26 38.43 1,582,581   1,582,581   
1991 (a) 92/93 27,711,002 8,334,922 19,376,080 25 39.18 1,719,200   1,719,200   
1992 93/94 29,780,358 9,670,249 20,110,109 24 39.28 1,829,821   1,829,821   

1993 94/95 31,421,808 10,423,845 20,997,963 23 40.05 1,953,923   1,953,923   
1994 (a) 95/96 34,594,939 11,429,000 23,165,939 22 40.81 2,097,978   2,097,978   
1995 96/97 36,641,978 13,099,449 23,542,529 21 40.39 2,224,513   2,224,513   
1996 97/98 38,080,137 15,136,941 22,943,196 20 39.46 2,284,381   2,284,381   
1997 98/99 39,109,052 17,657,404 21,451,648 19 38.38 2,270,386   2,270,386   

1998 (a) 99/00 39,553,492 21,277,144 18,276,348 18 33.63 2,051,490   2,051,490   
1999 00/01 40,911,155 24,372,290 16,538,865 17 32.72 1,970,575   1,970,575   
2000 01/02 42,660,487 27,747,780 14,912,707 16 30.88 1,882,139   1,882,139   
2001 02/03 44,125,761 29,554,922 14,570,839 15 29.86 1,895,548   1,895,548   
2002 (a) 03/04 45,681,002 28,905,621 16,775,381 14 33.81 2,192,507   2,192,507   

2003 (a) 04/05 47,131,125 27,836,691 19,294,434 13 37.16 2,466,634   2,466,634   
2004 (a) 05/06 49,059,955 27,218,077 21,841,878 12 41.89 2,807,991   2,327,991* 
2005 (a) 06/07 51,434,111 27,760,835 23,673,276 11 44.89 3,098,776   3,098,776   
2006 07/08 53,569,342 29,893,085 23,676,257 10 45.66 3,289,972   3,289,972   
2007 (a) 08/09 56,554,037 33,249,631 23,304,406 10 10 yrs. 45.74 3,191,716   3,191,716   

2008 (a) 09/10 59,227,859 36,002,509 23,225,350 10 9 46.53 3,256,531   3,256,531   
2009 (a) 10/11 61,904,907 35,907,494 25,997,413 15 15 37.70 2,772,800   2,772,800   
2010 (a) 11/12 62,210,658 35,632,432 26,578,226 15 15 43.74 2,843,528   2,843,528   
2011 12/13 62,431,199 33,801,498 28,629,701 15 15 57.05 2,870,342   
2012 13/14 65,436,998 32,257,445 33,179,553 15 15 66.23 3,273,947   

Employer Contribution
ComputedActuarial Accrued Liability

June 30
Date

Valuation
Period

%

 
(a) After changes in benefit provisions and/or actuarial assumptions and actuarial cost methods. 

(b) Includes transfers from Old Police-Fire plan through March, 1991. 

* An additional $480,000 is held in the City’s General Fund. 
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SUMMARY STATEMENT OF SYSTEM RESOURCES AND OBLIGATIONS 
 
 

Present Resources and Expected Future Resources 
 

June 30, 2012 June 30, 2011
A. Present valuation assets

1.  Net assets from System financial statements $31,188,191 $34,626,948
2.  Transfer from old plan 0 0 
3.  Market value adjustment 1,069,254 (825,450)
4.  Valuation assets $32,257,445 $33,801,498

B. Actuarial present value of expected future
employer contributions
1.  For normal costs 3,417,698 3,599,935 
2.  For unfunded actuarial accrued liability 33,179,553 28,629,701 
3.  Total $36,597,251 $32,229,636

C. Actuarial present value of expected future
member contributions $  3,919,261 $  4,117,510 

D. Total present and expected future resources $72,773,957 $70,148,644
 

 
 

Actuarial Present Value of Expected Future Benefit Payments 
 

A. To retirants and beneficiaries
1.  Annual pensions $42,966,261 $40,603,656
2.  Reserve            none            none
3.  Total $42,966,261 $40,603,656

B. To vested terminated members 1,507,506 1,077,307 

C. To present active members
1.  Allocated to service rendered prior to
     valuation date - actuarial accrued liability 20,963,231 20,750,236 
2.  Allocated to service likely to be rendered
     after valuation date 7,336,959 7,717,445 
3.  Transfer from old plan            none            none
4.  Total $28,300,190 $28,467,681

D. Total actuarial present value of expected future
benefit payments $72,773,957 $70,148,644
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10-YEAR PROJECTION 
15-YEAR OPEN AMORTIZATION PERIOD 

7.75% MARKET RETURN 
(ALL $ IN MILLIONS) 

 

Unfunded
Actuarial Actuarial Fiscal Member Member Employer Employer

Valuation Accrued Valuation Accrued Funded Year Projected Dollar % of Payroll Dollar % of Payroll
Date Liability Assets Liability Ratio Ending Payroll Contribution Contribution Contribution Contribution

6/30/2012 $65.44 $32.26 $33.18 49.3% 6/30/2014 $4.94 $0.53 10.82% $3.27 66.23%
6/30/2013 68.22 35.05 33.23 51.4% 6/30/2015 5.15 0.56 10.82% 3.26 63.28%
6/30/2014 71.12 38.25 32.82 53.8% 6/30/2016 5.37 0.58 10.82% 3.26 60.62%
6/30/2015 74.14 40.52 32.53 54.7% 6/30/2017 5.60 0.61 10.82% 3.35 59.80%
6/30/2016 77.29 43.92 33.37 56.8% 6/30/2018 5.84 0.63 10.82% 3.34 57.25%
6/30/2017 80.58 47.55 33.03 59.0% 6/30/2019 6.09 0.66 10.82% 3.34 54.83%
6/30/2018 84.00 51.31 32.69 61.1% 6/30/2020 6.35 0.69 10.82% 3.33 52.53%
6/30/2019 87.57 55.22 32.35 63.1% 6/30/2021 6.61 0.72 10.82% 3.33 50.35%
6/30/2020 91.29 59.28 32.02 64.9% 6/30/2022 6.90 0.75 10.82% 3.33 48.27%
6/30/2021 95.17 63.49 31.69 66.7% 6/30/2023 7.19 0.78 10.82% 3.33 46.30%  

 
This projection does not reflect the new hybrid plan for Police Patrol effective July 1, 2012.
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COMMENTS  
 
 
Actuarial Experience:  Net actual experience of the Retirement System was less favorable than assumed 
during the year ending June 30, 2012, resulting in a loss of $4.9 million.  The overall experience loss was 
primarily due to recognized investment income which was less than the long-term assumption on a funding 
basis resulting in a loss of $2.5 million.  The other primary contributor to the overall loss during the fiscal 
year was salary increases over the last year were substantially higher than the expected rate of 4.25%. 
 
Plan Provisions:  All provisions included in this valuation remain unchanged from the prior valuation. 
Effective July 1, 2012, new hires to Police Patrol (Non-Supervisory) positions will enter a hybrid 
plan.  A brief summary of the defined benefit portion of this hybrid plan are a multiplier of 1.5% for 
the first 25 years of service, a 1% multiplier for each year of service thereafter, a member contribution 
rate of 4.75% of pay, overtime shall be excluded from final average compensation, the duty disability 
pension is 66-2/3% of final average compensation to age 55, and the non-duty disability pension is the 
same formula as service retirement payable to age 55.  The hybrid plan will be reflected in next year’s 
valuation. 
 
Plan Assumptions and Methods:  All assumptions and methods remained unchanged from the prior 
valuation. 
 
Looking Ahead:  This year’s valuation includes a 10-year projection on page A-10. This projection assumes 
no gains and losses on liabilities and return on the market value of assets of 7.75% per year. Note that since 
there are unrecognized asset gains and losses in the asset smoothing method, a net gain is recognized in the 
first year of the projection and net losses are projected in the second and third years. The employer 
contribution rate is projected to gradually decrease after year one. As a dollar amount, the employer 
contributions are projected to hover around at $3.3 million per year through 2021. The funded ratio is 
projected to increase to 67% over 10 years. 
 
The ratio of active members to retirees is 0.4. It is likely that the number of retirees will increase in the near 
future and the ratio will continue to decline. This is a sign of maturity of the plan and an indication that plan 
contribution will remain high to offset increasing benefit payments. Decreasing contributions in a time of 
increasing benefit payments may increase liquidity risk on the fund. 
 

GASB Accounting Standards 
 
In June 2012, the GASB approved two new accounting standards for public sector retirement systems 
and governments, Statements Nos. 67 and 68.  These new standards are a significant departure from 
the current standards and may require a separate report. 
 

 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION B 
S U MMA RY OF  B EN EF IT P R O V IS IO N S  AN D  
VA LU ATIO N  D ATA  
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BRIEF SUMMARY OF ACT 345 BENEFIT CONDITIONS 

(JUNE 30, 2012) 
 

SERVICE RETIREMENT 
  
Eligibility: Any age with 25 or more years of service or age 60 regardless of service. 
  
Amount: Police Officers: 2.9% of 3-year average final compensation (AFC) times first 25 years of 

service plus 1% of AFC times years of service in excess of 25 years.  Police Command: 3-year 
AFC times 2.9% for service accrued on or after July 1, 2007 and 2.5% for service accrued 
through June 30, 2007 for the first 25 years of service and 1.0% for service in excess of 25 
years. Fire Fighters: 3-year AFC times 2.9% for service accrued on or after July 1, 2009 and 
2.75% for service accrued through June 30, 2009 for the first 25 years of service and 1.0% for 
service in excess of 25 years. 

  
DEFERRED RETIREMENT 

  
Eligibility: 10 or more years of service. 
  
Amount: Computed as service retirement but based upon service, AFC and benefit in effect at 

termination.  Benefit begins at date retirement would have occurred had member remained in 
employment. 

  
DEATH AFTER RETIREMENT SURVIVOR’S PENSION 

  
Eligibility: Payable to a surviving spouse, if any, upon the death of a retired member who was receiving a 

straight life pension which was effective July 1, 1975 or later (effective July 1, 1991 or later for 
a disability retirant). 

  
Amount: Spouse's pension equals 60% of the straight life pension the deceased retirant was receiving.  

(50% of a regular service retirement pension for the spouse of a disability retirant who dies prior 
to age 55.) 

  
NON-DUTY DEATH-IN -SERVICE SURVIVOR’S PENSION 

  
Eligibility: Payable to a surviving spouse, if any, upon the death of a member with 20 (10 for Fire Fighters) 

or more years of service. 
  
Amount: Accrued straight life pension actuarially reduced in accordance with an Option I election. 
  

DUTY DEATH-IN-SERVICE SURVIVOR’S PENSION 
  
Eligibility: Payable upon the expiration of worker's compensation to the survivors of a member who died in 

the line of duty. 
  
Amount: Same amount that was paid by worker's compensation. 
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BRIEF SUMMARY OF ACT 345 BENEFIT CONDITIONS 

(JUNE 30, 2012) 
 

NON-DUTY DISABILITY 
  
Eligibility: Payable upon the total and permanent disability of a member with 5 or more years of service. 
  
Amount: To Age 55: 2.5% of AFC times years of service.  For IAFF: 2.75% of AFC times years of 

service earned on or before June 30, 2009, and 2.9% of AFC times years of service earned on or 
after July 1, 2009. 
At Age 55:  Same as Service Pension. 
 

DUTY DISABILITY 
  
Eligibility: Payable upon the total and permanent disability of a member in the line of duty. 
  
Amount: To Age 55:  66-2/3% of AFC. 

At Age 55:  Same as Service Retirement. 
Pension with service credit from date of disability to age 55. 

  
MEMBER CONTRIBUTIONS 

  
Amount: Fire:  12.05% of pay.  Effective July 1, 2009, members contribute 12.99% of pay.  Effective 

July 1, 2018, members will contribute 10.05% of pay.  Effective July 1, 2024, members will 
contribute 10.04% of pay. 
Police Officers:  11.24% of pay. 
Police Command:  10.95% of pay. 
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RETIRANT AND BENEFICIARY COMPARATIVE SCHEDULE 

 
Year No. Trans.

Ended During Annual Annual Average
June 30 Year No. No. Pensions No. Pensions Pension Total Average

1988 2 2    $    41,158 53     $    916,532 4.7 % $17,293 $   10,745,220 $202,740   
1989 7 13    207,885 66     1,124,417 22.7 17,037 13,269,638 201,055   
1990 2 7    137,437 73     1,261,854 12.2 17,286 14,850,811 203,436   
1991 2 8    121,524 3 $  30,531   78     1,352,847 7.2 17,344 16,093,858 206,332   
1992 8    186,123 86     1,538,970 13.8 17,895 18,343,442 213,296   

1993 9    184,615 2 35,264   93     1,688,321 9.7 18,154 19,950,952 214,526   
1994 3    74,096 96     1,762,417 4.4 18,359 20,634,637 214,944   
1995 3    50,303 99     1,812,720 2.9 18,310 21,041,881 212,544   
1996 4    111,178 103     1,923,898 6.1 18,679 22,163,299 215,178   
1997 9    210,599 112     2,134,497 10.9 19,058 24,125,086 215,403   

1998 2    55,252 1 38,556   113     2,151,193 0.8 19,037 24,045,700 212,794   
1999 3 13    311,785 2 33,488   124     2,429,489 12.9 19,592 27,262,964 219,863   
2000 3    147,992 1 16,233   126     2,561,248 5.4 20,327 28,281,473 224,456   
2001 3    80,305 3 71,841   126     2,569,712 0.3 20,395 28,325,844 224,808   
2002 4    124,746 1 9,347   129     2,685,111 4.5 20,815 29,398,266 227,894   

2003 5    128,515 2 36,009   132     2,777,617 3.4 21,043 30,196,106 228,758   
2004 5    100,650 1 11,293   136     2,866,974 3.2 21,081 30,921,701 227,365   
2005 2    26,569 3 58,835   135     2,834,708 (1.1) 20,998 30,138,240 223,246   
2006 1    10,994 2 36,346   134     2,809,356 (0.9) 20,965 29,461,802 219,864   
2007 6    211,110 2 31,343   138     2,989,123 6.4 21,660 31,120,638 225,512   

2008 5    144,654 2 49,720   141     3,084,057 3.2 21,873 31,791,641 225,473   
2009 7    248,242 4 68,425   144     3,263,874 5.8 22,666 33,631,944 233,555   
2010 7    247,487 3 34,389   148     3,476,972 6.5 23,493 35,719,893 241,351   
2011 15    # 554,196 # 5 88,641   158     3,942,527 13.4 24,953 40,603,656 256,985   
2012 6    # 263,910 # 1 18,603   163     4,187,834 6.2 25,692 42,966,261 263,597   

Pensions*
Annual

Added to Rolls Discounted

Pensions
Annual

% Incr. in
Value of Pensions

Rolls End of YearRemoved from Rolls

 
*  Includes pension adjustments, when applicable. 
#  Includes alternate payee of an active member, per Eligible Domestic Relations Order. 
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY TYPE OF PENSION BEING PAID 

 
 
 

 
Annual

Type of Pensions Being Paid No. Pensions

Age and Service Pensions

    Regular-benefit terminating
    at death of retirant 13     242,092$      

    Regular-automatic benefit to
    spouse of deceased retirant 125     3,554,551     

    Survivor beneficiary 19     213,465        

    Total age and service pensions 157     4,010,108$   

Casualty Pensions

    Non-duty disability pension 2     56,512          

    Duty disability pension 4     121,214        

    Total casualty pensions 6     177,726$      

Total pensions being paid 163     4,187,834$    
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 

TABULATED BY ATTAINED AGE 
 
 
 

Attained Annual Annual Annual
Age No. Pensions No. Pensions No. Pensions

45 - 49 4     159,064$    2 74,501$     6     233,565$    
50 - 54 11     499,350 2      57,234 13          556,584
55 - 59 28     960,938 1      24,617 29          985,555
60 - 64 21     650,747 21          650,747
65 - 69 41     865,317 41          865,317
70 - 74 14     260,122 1      21,374 15          281,496
75 - 79 18     321,165 18          321,165

80 3     33,033 3          33,033
81 6     91,067 6          91,067
82 4     60,836 4          60,836
83 1     10,612 1          10,612

85 1     18,824 1          18,824
86 2     37,571 2          37,571
87 2     22,843 2          22,843
88 1     18,619 1          18,619

Totals 157     4,010,108$ 6 177,726$   163     4,187,834$ 

TotalsDeath-in-ServiceAge & Service
Disability and

 
 
 
 

Average Age at Retirement:  49.7 years 
 
Average Age Now:  66.8 years 

 
 
 
Six vested terminated members are currently being valued with deferred service pensions. 
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ACTIVE MEMBERS IN VALUATION 

COMPARATIVE SCHEDULE 
 
 

No. of
Transfers Valuation

No. Incl. Payroll Pay

1980 51     2        $   1,134,720 22,249$ 3.9 % 32.7 yrs. 8.6 yrs.
1981 59     7        1,481,707 25,114   12.9 32.9 8.6
1982 53     2        1,419,778 26,788   6.7 35.1 9.3
1983 57     1        1,606,087 28,177   5.2 34.3 8.7
1984 67     0        1,738,099 25,942   7.9 33.6 7.7
1985 74     3        1,927,682 26,050    (0.4) 34.1 8.0
1986 71     0        1,906,602 26,854   3.1 33.6 7.6
1987 72     0        2,038,166 28,308   5.4 34.2 8.6
1988 76     3        2,381,388 31,334   10.7 * 34.9 9.3
1989 80     4        2,659,581 33,245   6.1 35.3 9.5
1990 99     3        3,289,912 33,231   0.0 35.1 9.2
1990 # 113     18        3,800,291 33,631   0.0 36.5 10.8
1991 112     0        4,049,332 36,155   8.8 36.4 10.6
1992 117     10        4,298,912 36,743   1.6 35.5 9.8
1993 113     0        4,502,216 39,843   8.4 35.2 9.6
1994 113     3        4,778,047 42,284   6.1 36.3 10.7
1995 112     0        5,118,907 45,705   8.1 36.7 11.0
1996 119     0        5,380,560 45,215   1.1 36.1 10.6
1997 120     0        5,498,077 45,817    (1.3) 36.2 10.1
1998 119     0        5,697,163 47,875   4.5 36.6 10.7
1999 117     0        5,597,521 47,842   0.1 36.4 9.9
2000 115     0        5,772,726 50,198    (4.9) 37.0 10.2
2001 114     0        5,942,253 52,125   3.8 37.9 11.0
2002 115     0        6,071,301 52,794   1.3 37.8 10.9
2003 115     0        6,213,210 54,028   2.3 38.1 11.1
2004 110     0        6,138,055 55,801   3.3 38.9 12.2
2005 110     0        6,321,086 57,464   3.0 39.9 13.1
2006 109     0        6,598,038 60,532   5.3 41.1 14.1
2007 104     0        6,420,709 61,738   2.0 41.0 14.0
2008 105     0        6,655,270 63,384   2.7 40.9 14.1
2009 101     0        6,767,459 67,005   5.7 41.1 14.2
2010 94     0        6,235,955 66,340    (1.0) 41.3 14.6
2011 70     0        4,629,536 66,136    (0.3) 42.2 15.9
2012 62     0        4,548,146 73,357    10.9 42.2 15.9

Age Service
Average

June 30
Date

Valuation

% Incr.

 
* Reflects overtime pay. 
# Includes transfers from Old Plan through March, 1991.  
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ACTIVE MEMBERS JUNE 30, 2012 
BY ATTAINED AGE AND YEARS OF SERVICE 

 
 
 

Attained Valuation
Age 0-4 5-9 10-14 15-19 20-24 25-29 30 Plus No. Payroll

25-29 2     1     3     153,437$    
30-34 3     1     4     8     489,143 
35-39 1     6     3     10     731,055 
40-44 3     9     6     18     1,329,511 
45-49 1     2     1     9     13     1,019,249 
50-54 3     3     1 7     570,948 
55-59 1     1     94,222 

60 2     2     160,581 

Totals 5     4     15     16     21     1 0 62     4,548,146$ 

Years of Service to Valuation Date

 
 
 
 
While not used in the financial computations, the following group averages are computed and shown 

because of their general interest. 

 
 

Age:  42.2 years 
 
Service:  15.9 years 
 
Annual Pay:  $73,357 
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ASSET INFORMATION 

SUBMITTED FOR VALUATION 
 
 
 

Cash & equivalents $ 1,467,202  Employees' contributions $   6,359,371
Receivables & accruals (117,007) Employer contributions 43,426,049 
Stocks 20,340,833  Retired benefit payments (18,597,229)
Bonds 9,497,163  

Total Current Assets $31,188,191 Total Reserves $31,188,191

Reserves forValuation Assets - Market Value 

 
 
 
 

REVENUES AND EXPENDITURES 
 
 
 

Balance - July 1, 2011 $34,626,948

Revenues
    Employees' contributions 592,551
    Employer contributions 2,843,528
    Investment income (1,497,266)

Expenditures
    Benefit payments 4,918,748
    Refund of member contributions 137,756
    Expenses 321,066

Balance - June 30, 2012 $31,188,191
 

 
 
These amounts do not reflect the funding value adjustment of $1,069,254.  The derivation of this adjustment 

is on page A-7. 

 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION C 
F U N D IN G  O BJ EC TIV E,  S UMMA RY O F  VA LU ATI O N  
P R O C ES S ,  METH O D S  A N D  A S S U MP TION S  
 
 
 
 



 

City of Jackson Act 345 Policemen and Firemen Retirement System C-1 
 

 
 

BASIC FUNDING OBJECTIVE AND OPERATION 
OF THE RETIREMENT SYSTEM 

 
 
Benefit Promises Made Which Must Be Paid For.  A retirement system is an orderly means of handing out, 

keeping track of, and financing contingent pension promises to a group of employees.  As each member of 

the retirement system acquires a unit of service credit the member is, in effect, handed an "IOU" which 

reads:  "Your Act 345 Retirement System promises to pay you one unit of retirement benefits, payments in 

cash commencing when you retire." 

 

The principal related financial question is:  When shall the money required to cover the "IOU" be 

contributed?  This year, when benefit of the member's service is received?  Or, some future year when the 

"IOU" becomes a cash demand? 

 
 
The Constitution of the State of Michigan is directed to the question: 

 
"Financial benefits arising on account of service rendered in each fiscal year shall be funded 

during that year and such funding shall not be used for financing unfunded accrued 

liabilities." 

 
 
Section 9(2) of Act 345 is also directed to the question: 

 
"Sec. 9(2). - - - For the purpose of creating and maintaining a fund for the payment of the 

pensions and other benefits payable hereunder, the said city, village or municipality, subject 

to the provisions of this act, shall appropriate, at the end of such regular intervals as may be 

adopted, quarterly, semi-annually, or annually, an amount sufficient to maintain actuarially 

determined reserves covering pensions payable or which might be payable on account of 

service performed and to be performed by active members and pensions being paid retired 

members and beneficiaries - - ." 
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Translated into actuarial terminology, the constitutional and Act 345 level percent-of-payroll contribution 

objective means that the contribution rate must total at least: 

 
Normal Cost (the current value of benefits likely to be paid on account of members' service 

being rendered in the current year) 

. . . plus . . . 

Interest on Unfunded Actuarial Accrued Liability (unfunded actuarial accrued liability is the 

actuarial present value of benefits not covered by present assets and anticipated future 

normal costs). 

 

If contributions to the Retirement System are less than the preceding amount, the difference, plus investment 

earnings not realized thereon, will have to be contributed at some later time, or benefits will have to be 

reduced, to satisfy the fundamental fiscal equation under which all retirement systems must operate; that is: 

 
B = C + I - E 

Benefit payments to any group of members and their beneficiaries cannot exceed the sum of: 

Contributions received on behalf of the group.  

. . . plus . . . 

Investment earnings on contributions received and not required for immediate cash payment 

of benefits. 

. . . minus . . . 

Expenses incurred in operating the system. 

 

A by-product of level percent-of-payroll financing is the accumulation of invested assets.  Investment 

income becomes a major contributor to the Retirement System, and the amount is directly related to the 

amount of contributions and investment performance. 

 
 
Computed Contribution Rate Needed to Finance Benefits.  From a given schedule of benefits and from 

the data furnished, the contribution rate is calculated - by means of an actuarial valuation - the technique of 

assigning monetary values to the risks assumed in operating a retirement program. 
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THE ACTUARIAL VALUATION PROCESS 

 
 
An actuarial valuation is the process by which a balance between revenues (participant contributions, 

employer contributions and investment income) and obligations (benefits and expenses) is determined and its 

actuarial condition is measured. 

 
 
The flow of activity constituting the valuation may be summarized as follows: 

 
A.  Covered person information about: 

  - each person receiving pension payments 

  - each former participant with a vested pension not yet payable 

  - each former participant who is not vested and has not claimed a member contribution 
refund 

  - each active participant 

 
B. + Financial Information (assets, revenues, and expenditures) 
 
C. + Benefit Provisions 
 
D. + Experience Estimates about the volume and incidence of future activities 
 
E. + Actuarial Cost Method for allocating costs to time periods 

 
F. + Mathematically combining the person information, financial information, benefit provisions, 

experience estimates and actuarial cost method 

 
G. = Determination of: 
 
  - contribution rate for the plan year 

  - current funded condition 

 
 
 
 
Items A, B and C are furnished by the pension office and constitute the current knowns about the Fund.  

Since the majority of activities will occur in the future, estimates must be made about these future activities 

(Item D). 
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Demographic assumptions are generally selected on the basis of the System’s historical activity, modified for 

expected future differences.  Past activity of funds which are similar in nature to the fund being valued may 

be utilized if fund data or activities are insufficient to be reliable. 

 
Fiscal assumptions, on the other hand, do not lend themselves to prediction on the basis of historical activity 

-- the reason being that both salary increases and investment return are impacted by inflation.  Inflation 

defies reliable prediction.  Fiscal assumptions are generally selected on the basis of what would be expected 

to occur in an inflation-free environment and then both are increased by some provision for long-term 

inflation. 

 
This is a case where two wrongs may make a right.  If inflation is higher than expected it will probably result 

in actual rates of salary increase and investment return which exceed the assumed rates.  Salaries increasing 

faster than expected result in unexpected costs.  Investment returns exceeding the assumed rate result in 

unanticipated assets.  To a large degree, the additional assets will offset the additional cost over the long-

term. 

 
 
 
 
Once items A, B, C and D are available, the actuarial valuation process begins.  The first step is to determine 

the plan's total actuarial present value for individuals in each of the 3 covered person categories. 
 

Retired members now receiving monthly payments; 

Vested terminated members not yet at retirement age; 

Active members. 

 
The actuarial present value is the value today after taking into account the probabilities of payment and the 

effect of time, of System promises to pay benefits in the future on the basis of both service already 

completed and projected future service. 
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ACTUARIAL COST METHOD 

 
 
The total actuarial present value is allocated between projected future service and completed service by the 

actuarial cost method (Item E) -- the individual entry-age method is being utilized for this valuation.  The 

portion of the total actuarial present value allocated to projected future service is the actuarial present value 

of future normal cost -- normal cost being the series of annual costs, from entry age to retirement age, which 

will accumulate to the actuarial present value of the individual's benefit at the time of retirement or death.  

The remainder of the total actuarial present value is the actuarial accrued liability. 

 
At this stage determination has been made of: 

1. The total actuarial present value; 

2. The actuarial present value of future normal cost; and 

3. The actuarial accrued liability. 

 
In the typical plan, the actuarial accrued liability may not be covered by the plan’s funding value of  

assets -- leaving an unfunded actuarial accrued liability (see page C-6 for further discussion on unfunded 

actuarial accrued liability). 

 
The funding value of assets used for funding purposes is derived as follows:  prior year valuation assets are 

increased by contribution and expected investment income and reduced by refunds and benefit payments.  

To this amount is added 25% of the difference between expected and actual investment income for each of 

the previous four years. 

 
 
 
 
The next step in the valuation process is a determination of the contribution rate (Item G) required to support 

Fund benefits in accordance with the funding objective (page A-1). 

 
The contribution rate is determined in two basic components: 
 

1. The normal cost component; and 

2. The component which will finance (pay off) the unfunded actuarial accrued 

liability over the period indicated on page A-2. 
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ACTUARIAL COST METHOD 

 
 
The unfunded actuarial accrued liability (UAAL) was determined using the funding value of assets and 

actuarial accrued liability calculated as of the valuation date.  The UAAL amortization payment (one 

component of the contribution requirement) is the level percent of pay required to fully amortize the UAAL 

over a 15-year period beginning on the date contributions determined by the report are scheduled to begin.  

This UAAL payment reflects any payments expected to be made between the valuation date and the date 

contributions determined by this report are scheduled to begin. 
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ACTUARIAL ASSUMPTIONS USED FOR THE VALUATION 

 
 
Funding objective contribution requirements and actuarial present values are calculated by applying 

estimates of future System activities (actuarial assumptions) to the benefit provisions and people information 

of the fund, using the actuarial cost method described on page C-5. 

 

The principal areas of activity which require estimates are: 

(i) rates of inflation impacting assets of the System and active member pays 

(ii) long-term rates of investment return to be generated by the assets of the fund 

(iii) rates of salary increases to members 

(iv) rates of mortality among members, retirants and beneficiaries 

(v) rates of withdrawal of active members 

(vi) rates of retirement due to age and service 

(vii) rates of disability among members 
 

In a valuation, the monetary effect of each activity is calculated for as long as a present covered person 

survives - - - a period of time which can be as long as a century. 

 
 
 
 
Actual activities of the Retirement System will not coincide exactly with estimated activities due to the 

nature of the activities.  Each valuation provides a complete recalculation of estimated future activities and 

takes into account the effect of differences between estimated and actual activities to date.  The result is a 

continual series of adjustments (usually small) to the computed contribution rate. 

 

From time to time, one or more of the estimates are modified to reflect experience trends (but not random or 

temporary year-to-year fluctuations). 
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The rate of net investment return used was 7.75% a year, compounded annually net of expenses.  The 

assumption consists of 3.5% for a real rate of return and 4.25% in recognition of wage inflation. 

 
This assumption, used to discount the value of future payments due at different points in time, was first used 

for the June 30, 2007 valuation.  Approximate investment returns, for the purpose of comparisons with 

assumed returns, have been as follows: 

 
 

2012 2011 2010 2009 2008

Nominal rate 0.2% 0.7% (0.4%) (0.4%) 5.7% 1.1 %

Year Ended June 30
Average*

5 Year

 
 

* Compound average annual rate of increase. 
 
The nominal rates of return should not be used for measurement of an investment advisor's performance or 

for comparisons with other systems -- to do so will mislead. 

 
 
The rates of salary increase used are in accordance with the following graded table. 

 
These assumptions were first used for the June 30, 2007 valuation.  The assumption, consisting of 4.25% in 

recognition of inflation and a graded allowance for promotion and longevity, is used to project current 

salaries to those upon which pension amounts will be based. 

 
 

Years of
Service

0 to 4 4.25 % 6.00 % 10.25 %

5 to 9 4.25 1.50 5.75

10 to 14 4.25 0.50 4.75

15 to 19 4.25 0.00 4.25

20 to 24 4.25 0.00 4.25

25 to 29 4.25 0.00 4.25

30+ 4.25 0.00 4.25

Total

Annual Rate of Pay Increase

Longevity(Economic)
Merit &Base
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If the number and distribution of active members remain constant, then the total active member payroll will 

increase 4.25% annually, the base portion of the salary increase assumptions.  This increasing payroll was 

recognized in amortizing unfunded actuarial accrued liability.  Actual valuation payroll has increased at 

the following rate: 

 
 

Total payroll (1.8) % (25.8) % (7.9) % 1.7 % 3.7 % (6.0) %
Average pay 10.9 (0.3) (1.0) 5.7 2.7 3.6

Average*
5 Year

2012 2011 2010 2009 2008
Year Ended June 30

 
 
 *  Compound average annual rate of increase. 
 
 
 
The mortality table used was the UP-94 Mortality Table for males and females, set back 2 years for males.  

This assumption was first used for the June 30, 2007 valuation.  Sample values follow: 

 
 

Sample
Ages Men Women Men Women

45 $145.11     $147.83   36.57   39.01   
50 139.47     143.00   31.87   34.24   
55 132.08     136.49   27.28   29.53   
60 122.75     128.01   22.88   24.97   

65 111.62     117.83   18.78   20.69   
70 99.30     106.12   15.11   16.77   
75 85.89     92.13   11.85   13.11   
80 71.39     76.76   8.98   9.88   

Expectancy (Years)
Future Life

$1 Monthly for Life
Value at Retirement of

 
 
 
This assumption is used to measure the probabilities of members dying before retirement and the 

probabilities of each benefit payment being made after retirement. 

 

Post-Disabled mortality is set forward 10 years. 

The weighting of duty and ordinary deaths-in-service is 50%/50%. 
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The rates of retirement used to measure the probability of eligible members retiring during the next year 

were as follows: 

 

Years of
Service

25 40 % 40 %
26 40 40
27 40 40
28 40 40
29 40 40

30+ 100 100

Percents of
Active Members Retiring

Within Next Year
Fire & Police Command Police Patrol

 
 

 
100% of members are assumed to retire at age 60 with 10 years of service. 

Active members are eligible for retirement after 25 years of service or, after attaining age 60 with 10 or more 

years of service. Service based retirement rates were first used for the June 30, 2007 valuation. 
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Rates of separation from active membership were as shown on the following page (rates do not apply to 

members eligible to retire and do not include separation on account of death or disability).  This assumption 

measures the probabilities of members remaining in employment. These rates were first used for the June 30, 

2007 valuation. 

Sample Years of
Ages Service Separating Within Next Year

ALL 0 12.00 %
1 9.00 
2 7.00 
3 6.00 
4 5.50 

5 5.00 
6 4.50 
7 3.50 
8 3.00 
9 2.50 

10+ 0.20 

% of Active Members

 
 
The interest rate currently being credited on refunds of accumulated contributions paid to terminating 

members was assumed to be 2% per annum. 

 
Rates of disability were weighted 50% duty and 50% ordinary disability and are shown as follows: 
 
 

Sample
Ages

20 0.15 %
25 0.18
30 0.20
35 0.29
40 0.42

45 0.65
50 1.05
55 1.84
60 3.06

Disabled Within Next Year
% of Active Members Becoming
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SUMMARY OF ASSUMPTIONS USED 

JUNE 30, 2012 

MISCELLANEOUS AND TECHNICAL ASSUMPTIONS 
 

 
Marriage Assumption: 90% of all members are assumed to be married for purposes of 

death-in-service benefits and 80% for deaths after retirement. 
  
Pay Increase Timing: Beginning of (Fiscal) year. This is equivalent to assuming that 

reported pays represent amounts paid to members during the year 
ended on the valuation date. 

  
Decrement Timing: Decrements of all types are assumed to occur mid-year. 
  
Eligibility Testing: Eligibility for benefits is determined based upon the age nearest 

birthday and service nearest whole year on the date the decrement 
is assumed to occur. 

  
Benefit Service: Exact fractional service is used to determine the amount of benefit 

payable. 
  
Decrement Relativity: Decrement rates are used directly from the experience study, 

without adjustment for multiple decrement table effects. 
  
Decrement Operation: Disability and mortality decrements do not operate during the first 

5 years of service.  Disability and withdrawal do not operate 
during retirement eligibility.  

  
Normal Form of Benefit: The assumed normal form of benefit is the 60% joint and survivor 

for married members and straight life for non-married members.  
  
Liability Adjustments: Retirement Present Values were increased 5% for annuity 

withdrawals at retirement for active and deferred vested members. 
  
Service Adjustment: Active members are assumed to purchase one half year of service 

prior to retirement. 
  
Incidence of Contributions: 
 

Contributions are assumed to be received continuously throughout 
the year based upon the computed percent-of-payroll shown in this 
report, and the actual payroll payable at the time contributions are 
made.  New entrant normal cost contributions are applied to the 
funding of new entrant benefits.  

  
Police Command Benefits: Benefits for new police command retirees were calculated as 

described on page B-1 with a minimum benefit calculated as 2.5% 
of 3-year AFC times first 25 years of service plus 1.0% for service 
in excess of 30 years. 
 

Option Factors: Option factors are based upon 7% interest and the 1971 Group 
Annuity Mortality Table project to 1984. 
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GLOSSARY 
 
 
Actuarial Accrued Liability - The difference between (i) the actuarial present value of future plan 

benefits, and (ii) the actuarial present value of future normal cost.  Sometimes referred to as "accrued 

liability" or "past service liability." 

 
 
Accrued Service - The service credited under the plan which was rendered before the date of the actuarial 

valuation. 

 
 
Actuarial Assumptions - Estimates of future plan experience with respect to rates of mortality, disability, 

turnover, retirement, rate or rates of investment income and salary increases.  Decrement assumptions (rates 

of mortality, disability, turnover and retirement) are generally based on past experience, often modified for 

projected changes in conditions.  Economic assumptions (salary increases and investment income) consist of 

an underlying rate in an inflation-free environment plus a provision for a long-term average rate of inflation. 

 
 
Actuarial Cost Method - A mathematical budgeting procedure for allocating the dollar amount of the 

"actuarial present value of future plan benefits" between the actuarial present value of future normal cost and 

the actuarial accrued liability.  Sometimes referred to as the "actuarial funding method." 

 
 
Actuarial Equivalent - A single amount or series of amounts of equal value to another single amount or 

series of amounts, computed on the basis of the rate(s) of interest and mortality tables used by the plan. 

 
 
Actuarial Present Value - The amount of funds presently required to provide a payment or series of 

payments in the future.  It is determined by discounting the future payments at a predetermined rate of 

interest, taking into account the probability of payment. 

 
 
Amortization - Paying off an interest-bearing liability by means of periodic payments of interest and 

principal, as opposed to paying it off with a lump sum payment. 
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Experience Gain (Loss) - A measure of the difference between actual experience and that expected based 

upon a set of actuarial assumptions during the period between two actuarial valuation dates, in accordance 

with the actuarial cost method being used. 

 
 
Normal Cost - The annual cost assigned, under the actuarial funding method, to current and subsequent 

plan years.  Sometimes referred to as "current service cost."  Any payment toward the unfunded actuarial 

accrued liability is not part of the normal cost. 

 
 
Reserve Account - An account used to indicate that funds have been set aside for a specific purpose and are 

not generally available for other uses. 

 
 
Unfunded Actuarial Accrued Liability - The difference between the actuarial accrued liability and 

valuation assets.  Sometimes referred to as "unfunded accrued liability." 

 
 
Valuation Assets - The value of current plan assets recognized for valuation purposes. 
 
 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION D 
D IS C LO S U R ES  R EQ U IR ED  B Y S TATEME N T N O .  25  
O F  TH E G O VER N MEN TA L A C C O U N TING  
S TA N D A R D S  B O A R D  
 
 
 
 
 
This information is presented in draft form for review by the System’s auditor.  Please 
let us know if there are any items that the auditor changes so that we may maintain 
consistency with the System’s financial statements. 
 
 
 
 
 
 



 

City of Jackson Act 345 Policemen and Firemen Retirement System D-1 
 

 
GASB STATEMENT NO. 25 

REQUIRED SUPPLEMENTARY INFORMATION 
 
 
The information presented in the required supplementary schedules was determined as part of the actuarial 

valuations at the dates indicated.  Additional information as of the latest actuarial valuation follows: 

 
Valuation Date June 30, 2012 
  
Actuarial Cost Method Entry-Age 
  
Amortization Method Level percent 
  
Amortization Period 15 years open for actives 

15 years open for retirees 
  
Asset Valuation Method 4-year smoothed market 
  
Actuarial Assumption:  
  

Investment rate of return 7.75% 
Projected salary increases 4.25% - 10.25% 
Includes wage inflation at 4.25% 
Cost-of-living adjustments none 

 
 
Membership of the plan consisted of the following at June 30, 2012, the date of the latest actuarial 

valuation: 

 
 

Retirees and Beneficiaries receiving benefits 163 
  
Terminated plan members entitled  

to but not yet receiving benefits 6 
  
Active plan members 62 
  
Total 231 
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GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENTARY INFORMATION 

 
 
 

Schedule of Funding Progress 
 
 
Actuarial
Valuation Actuarial Actuarial Accrued Unfunded

Date Value of Liability (AAL) AAL Covered
June 30 Assets -- Entry-Age (UAAL) Payroll

2003 $27,836,691 $47,131,125     $19,294,434 59.1 % $6,213,210 310.5 %
2004 27,218,077 49,059,955     21,841,878 55.5 6,138,055 355.8
2005 27,760,835 51,434,111     23,673,276 54.0 6,321,086 374.5
2006 29,893,085 53,569,342     23,676,257 55.8 6,598,038 358.8
2007 33,249,631 56,554,037     23,304,406 58.8 6,420,709 363.0

2008 36,002,509 59,227,859     23,225,350 60.8 6,655,270 349.0
2009 35,907,494 61,904,907     25,997,413 58.0 6,767,459 384.2
2010 35,632,432 62,210,658     26,578,226 57.3 6,235,955 426.2
2011 33,801,498 62,431,199     28,629,701 54.1 4,629,536 618.4
2012 32,257,445 65,436,998     33,179,553 49.3 4,548,146 729.5

Ratio
Funded

Payroll
Covered

% of
UAAL as a

 
 

Schedule of Employer Contributions 
 
 

Fiscal Year Computed Dollar
Ended Contribution Based Actual Annual

June 30 on Projected Payroll Contributions

2005 37.2 % $2,466,634        $2,466,634   100 %
2006 41.9 2,807,991        2,327,991   83 *
2007 44.9 3,098,776        3,098,776   100
2008 45.7 3,289,972        3,289,972   100
2009 45.7 3,191,716        3,191,716   100

2010 46.5 3,256,531        3,256,531   100
2011 37.7 2,772,800        2,772,800   100
2012 43.7 2,843,528        2,843,528   100
2013 57.1 2,870,342        
2014 66.2 3,273,947        

Valuation Payroll
as Percents of

Contribution Rates

Contribution
Percent

 
 
*   An additional $480,000 was held in the City’s General Fund pending resolution of an Act 345 tax appeal.



 

 
 
 
 
 
 
 
 
February 14, 2013 
 
 
 
 
Ms. Sandy Sykes 
Pension Administrator 
City of Jackson Act 345 Policemen  
   and Firemen Retirement System 
161 West Michigan Avenue 
Jackson, Michigan  49201 
 
Dear Sandy: 
 
Enclosed are 12 copies of the Thirty-Eighth Annual Actuarial Valuation of the City of Jackson Act 
345 Policemen and Firemen Retirement System. 
 
Sincerely, 

 
David T. Kausch 
 
DTK:sc 
Enclosures 
 
cc: Mr. Mark Ketner (+1 report copy) 
 The Rehman Group 
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January 30, 2013 
 
 
 
The Board of Trustees 
City of Jackson Policemen's and Firemen's 
      Pension Fund 
Jackson, Michigan 
 
 
The results of the June 30, 2012 Annual Actuarial Valuation of the City of Jackson Policemen’s and 
Firemen’s Pension Fund are presented in this report.   
 
This report was prepared at the request of the Board and is intended for use by the Retirement System 
and those designated or approved by the Board.  This report may be provided to parties other than the 
Fund only in its entirety and only with the permission of the Board. 
 
The purpose of the valuation is to measure the Fund’s funding progress, to determine the employer 
contribution rate for the fiscal year ending June 30, 2012, and to determine the actuarial information for 
Governmental Accounting Standards Board (GASB) Statement No. 25 and No. 27.   
 
The actuaries submitting this statement are members of the American Academy of Actuaries and meet 
the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein. 
 
Please see the following page for additional disclosures required by the Actuarial Standards of Practice.   
 
This report has been prepared by actuaries who have substantial experience valuing public employee 
retirement systems. To the best of our knowledge, the information contained in this report is accurate 
and fairly presents the actuarial position of the City of Jackson Policemen’s and Firemen’s Pension 
Fund as of the valuation date.  All calculations have been made in conformity with generally accepted 
actuarial principles and practices, and with the Actuarial Standards of Practice issued by the Actuarial 
Standards Board.  
 
Respectfully submitted, 
 
 
 
 
David T. Kausch, FSA, EA, MAAA  Abra D. Hill, EA, MAAA 
 
DTK/ADH:bd 

 



 

 
 
 

Additional Disclosures Required by Actuarial Standards of Practice 
 
 
Future actuarial measurements may differ significantly from the current measurements presented in this 
report due to such factors as the following: plan experience differing from that anticipated by the 
economic or demographic assumptions; changes in economic or demographic assumptions; increases or 
decreases expected as part of the natural operation of the methodology used for these measurements (such 
as the end of an amortization period or additional cost or contribution requirements based on the plan’s 
funded status); and changes in plan provisions or applicable law. Due to the limited scope of the actuary’s 
assignment, the actuary did not perform an analysis of the potential range of such future measurements. 
 
This report should not be relied on for any purpose other than the purpose described herein. 
Determinations of the financial results associated with the benefits described in this report in a manner 
other than the intended purpose may produce significantly different results. 
 
The signing actuaries are independent of the plan sponsor. 
 
The valuation was based upon information furnished by the City, concerning Retirement Fund benefits, 
financial transactions, plan provisions, retirees and beneficiaries.  We checked for internal and year-to-
year consistency, but did not otherwise audit the data.  We are not responsible for the accuracy or 
completeness of the information provided by the City. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXECUTIVE SUMMARY 
 
 
 

 



 

City of Jackson Policemen’s and Firemen’s Pension Fund 1 
 

 
 

EXECUTIVE SUMMARY 
($ IN MILLIONS) 

Valuation Date: June 30, 2011 June 30, 2012

Fiscal Year Ending: June 30, 2013 June 30, 2014

Recommended Employer Contributions: $   599,431 $   606,096
Annual Amount

Membership:
Number of

Active Members 0 0
Retirees and Beneficiaries 31 29
Inactive, Non-retired Members 0 0
Total 31 29

Total Pensions Being Paid $1,013,055 $973,855

Assets:
Market Value $3,918,183 $3,247,941
Actuarial Value 3,574,761 3,245,011
Return on Market Value 24.4% (5.1)%
Return on Actuarial Value 2.8% 4.6%
Ratio - Actuarial Value to Market Value 91.2% 99.9% 

Actuarial Information:
Normal Cost % 0% 0%
Actuarial Accrued Liability (AAL) $8,904,371 $8,481,396
Unfunded Actuarial Accrued Liability (UAAL) 5,329,610 5,236,385
Funded Ratio 40.1% 38.3%
Amortization Period 13 years 12 years

Valuation
Results

 
 
Highlights/Changes 

    Change in mortality rates. 

    No changes to benefit provisions. 

    Loss on assets and mortality.  Gains due to lower than expected cost of living adjustments and a 

data change. 

     

The executive summary gives an overview of the entire report.  It cannot be used as a substitute for a 

thorough reading of the full report.  



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION A 
VA LU ATIO N  R ES U LTS ,  C OMMEN TS  A N D  
R EC O MMEN D ATIO N  
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CONTRIBUTIONS NEEDED TO FINANCE BENEFITS OF THE PENSION FUND 

FOR THE FISCAL YEAR BEGINNING JULY 1, 2012 
 
 
The recommended employer contribution for the fiscal year beginning July 1, 2013 is $606,096.  This is 

an increase of $6,665 from the prior year’s contribution of $599,431.   

 

The contribution is solely to pay for the unfunded actuarial accrued liability (UAAL).  Currently the 

UAAL is $5,236,385.  The unfunded actuarial accrued liability was financed over a period of 12 years.  

The future employer contributions were assumed to be the level dollar amount needed to amortize the 

unfunded actuarial accrued liability over the 12-year period.  Contribution amounts were assumed to be 

paid midway through the fiscal year.  Dollar amounts were adjusted for the time lag between June 30, 

2012 and the assumed contribution date. 

 
Comparative contribution amounts for prior fiscal years are shown on page A-4. 
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COMPARATIVE SCHEDULE ($ AMOUNTS IN THOUSANDS) 
 

Actuarial
Accrued Valuation Dollar Retired Experience
Liability Assets Amount Actives Lives Gain/(Loss)

1985 $30,115   $ 5,903   $24,212 48 48 $  2,813      
1986 30,259   6,985   23,274 47 47 1,914      
1987 30,051   8,303   21,748 46 46 2,453      
1988 30,212   8,703   21,509 45 45 1,097      
1989 28,943   8,727   20,216 44 44 2,131      
1990 18,170   8,510   18,162 43 43 7,037      
1991 19,990   8,607   11,382 42 25 3,052      
1992 19,764   8,905   10,859 41 24 786      
1993 19,620   8,511   11,109 40 23 (17)     
1994 17,163   7,969   9,194 39 22 2,136      
1995 16,712   7,445   9,267 38 21 72      
1996 16,167   7,655   8,513 37 20 883      
1997 @ 16,176   7,891   8,285 36 19 110      
1998 (a) 13,879   8,997   4,882 35 18 1,731      
1999 13,537   9,845   3,692 34 17 1,005      
2000 (a) 11,747   11,518   229 N/A 10 3,367      
2001 11,428   10,845   583 N/A   9 (641)     
2002 11,267   9,355   1,912 N/A   8 (1,286)     
2003 10,901   7,745   3,156 N/A   7 (1,190)     
2004 10,753   6,418   4,335 N/A   6 (1,256)     
2005 10,172   5,622   4,550 N/A   5 (438)     
2006 (a) 10,931   5,560   5,371 N/A 10 (413)     
2007 10,682   5,848   4,834 N/A 10 (29)     
2008 (a) 11,056   5,533   5,523 N/A 10 (88)     
2009 (a) 9,867   4,294   5,573 N/A 19.65 (717)     
2010 (a) 9,464   4,029   5,435 N/A 20.93 (220)     
2011 8,904   3,575   5,329 N/A 13 (32)     
2012 8,123   3,245   4,878 N/A 12 308      
2012 (a) 8,481   3,245   5,236 N/A 12 308      

Amortization Period (Yrs.)
Unfunded Actuarial Accrued Liability

June 30
Date

Valuation

   

@ After implementation of four-year smoothed funding value of assets. 
(a) After changes in assumptions and/or methods. 
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DEVELOPMENT OF FUNDING VALUE OF ASSETS 

 
Year Ended June 30 2011 2012 2013 2014 2015

A. Funding Value Beginning of Year $4,028,988 $3,574,761 
B. Market Value End of Year 3,918,183 3,247,941 
C. Market Value Beginning of Year 3,654,481 3,918,183 
D. Non-Investment Net Cash Flow (558,336) (482,508)
E. Investment Income

E1.  Market Total: B - C - D 822,038 (187,734)
E2.  Amount for Immediate Recognition 262,487 233,345 
E3.  Amount for Phased-In Recognition:  E1-E2 559,551 (421,079)

F. Phased-In Recognition of Investment Income
F1.  Current Year:  0.25 x E3 139,888 (105,270)
F2.  First Prior Year 38,965 139,888 $(105,270)
F3.  Second Prior Year (154,170) 38,965 139,888 $(105,270)
F4.  Third Prior Year (183,061) (154,170) 38,964 139,887 $(105,269)
F5.  Total Recognized Investment Gain (158,378) (80,587) 73,582 34,617 (105,269)

G. Funding Value
G1.  Preliminary Funding Value End of Year:  A + D + E2 + F5 3,574,761 3,245,011
G2.  Upper Corridor Limit: B x 1.2 4,701,820 3,897,529
G3.  Lower Corridor Limit: B x 0.8 3,134,546 2,598,353
G4.  Final Funding Value 3,574,761 3,245,011

H. Difference Between Market & Funding Value 343,422 2,930
I. Recognized Rate of Return - Funding Value 2.8% 4.6% 
J. Recognized Rate of Return - Market Value 24.4% (5.1)%
K. Ratio of Funding Value to Market Value 91.2% 99.9%  

 
The Funding Value of Assets recognizes assumed investment income (line E2) fully each year.  Differences between actual and assumed 
investment income (line E3) are phased-in over a closed 4-year period.  During periods when investment performance exceeds the assumed rate, 
Funding Value of Assets will tend to be less than market value. During periods when investment performance is less than the assumed rate, 
Funding Value of Assets will be greater than market value.  The Funding Value of Assets is unbiased with respect to Market Value.  At any time it 
may be either greater or less than Market Value.  If actual and assumed rates of retirement income are exactly equal for 3 consecutive years, the 
Funding Value will become equal to Market Value. 
 
Funding Value of Assets is restricted to the range of 80% to 120% of Market Value. 
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CITY’S COMPUTED CONTRIBUTIONS - COMPARATIVE SCHEDULE 

 

Fiscal Year Valuation
Ended Date

June 30 June 30 Actual%
1977 1975 41.98 % $   1,075,151 $ 1,075,151  
1978 1976 43.58 1,196,668 1,196,668  
1979 1977 45.58 1,138,490 1,138,490  
1980 1978 47.84 1,213,055 1,213,055  
1981 1979 48.15 1,259,115 1,259,115  
1982 1980 47.95 1,305,575 1,305,575  
1983 1981 51.19 1,391,209 1,391,209  
1984 1982 52.50 1,322,580 1,322,580  
1985 1983 57.28 1,339,586 1,339,586  
1986 1984 61.48 1,271,555 1,271,555  
1987 1985 65.30 1,157,608 1,157,608  
1988 1986 64.22 1,140,823 1,140,823  
1989 1987 62.93 1,097,181 1,097,181  
1990 1988 63.41 1,096,935 1,096,935  
1991 1989 71.98 976,050 976,050  
1992 1990 * 607,060 # 607,055  
1993 1991 * 612,556 612,556  
1994 1992 * 614,402 614,402  
1995 1993 * 647,574 647,574  
1996 1994 * 536,571 536,571  
1997 1995 * 558,348 558,348  
1998 1996 * 534,469 534,469  
1999 1997 * 542,989 542,989  
2000 1998 * 372,183 372,183  
2001 1999 * 293,241 293,241  
2002 2000 * 0 0  
2003 2001 * 86,992 86,992  
2004 2002 * 301,041 301,041  
2005 2003 * 528,199 528,199  
2006 2004 * 806,276 806,276  
2007 2005 * 934,667 934,667  
2008 2006 * 612,545 612,545  
2009 2007 * 641,212 641,212  
2010 2008 * 722,537 @ 722,537  
2011 2009 * 500,000 @ 500,000  
2012 2010 * 500,000 @ 500,000  
2013 2011 * 599,431 @
2014 2012 * 606,096 @

Valuation Payroll
As Percents of Dollar Contributions

Computed

 
 * Not applicable. 
 #  Reflects transfers to Act 345 Retirement Fund through March 1, 1991. 
 @  After changes in assumptions and/or methods. 
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CASH FLOW PROJECTION A 

12-YEAR CLOSED AMORTIZATION POLICY 
7.0% MARKET RETURN 

 
Valuation Actuarial Beginning Unfunded June 30 Expected 7% Assumed Asset Ending 

Date Accrued Valuation Accrued Funded Projected Benefit Investment Gain/(Loss) Valuation
June 30 Liability Assets Liability Ratio Contributions Payments Return Recognized Assets

2012 8,481,396$        3,245,011$        5,236,385$        38.3% 599,431$             (960,598)$           214,510$             73,582$               3,171,936$          
2013 8,081,443          3,171,936          4,909,507          39.2% 606,096               (939,105)             210,380               34,617                 3,083,925            
2014 7,675,728          3,083,925          4,591,803          40.2% 596,030               (915,804)             204,683               (105,269)             2,863,565            
2015 7,265,714          2,863,565          4,402,149          39.4% 591,016               (891,041)             189,949               -                      2,753,489            
2016 6,852,087          2,753,489          4,098,598          40.2% 607,806               (864,930)             183,745               -                      2,680,109            
2017 6,436,529          2,680,109          3,756,420          41.6% 607,806               (837,464)             179,570               -                      2,630,021            
2018 6,020,311          2,630,021          3,390,290          43.7% 607,806               (808,556)             177,075               -                      2,606,346            
2019 5,604,877          2,606,346          2,998,531          46.5% 607,806               (778,099)             176,484               -                      2,612,536            
2020 5,191,885          2,612,536          2,579,349          50.3% 607,806               (746,041)             178,039               -                      2,652,341            
2021 4,783,165          2,652,341          2,130,824          55.5% 607,806               (712,322)             182,006               -                      2,729,831            
2022 4,380,734          2,729,831          1,650,903          62.3% 607,806               (676,914)             188,669               -                      2,849,392            
2023 3,986,779          2,849,392          1,137,387          71.5% 607,806               (639,861)             198,335               -                      3,015,672            
2024 3,603,597          3,015,672          587,925             83.7% 607,806               (601,294)             211,325               -                      3,233,509            
2025 3,233,509          3,233,509          -                     100.0% -                      (561,376)             206,697               -                      2,878,830            
2026 2,878,830          2,878,830          -                     100.0% -                      (520,387)             183,305               -                      2,541,748            
2027 2,541,748          2,541,748          -                     100.0% -                      (478,650)             161,170               -                      2,224,268            
2028 2,224,268          2,224,268          -                     100.0% -                      (436,526)             140,420               -                      1,928,162            
2029 1,928,162          1,928,162          -                     100.0% -                      (394,472)             121,165               -                      1,654,854            
2030 1,654,854          1,654,854          -                     100.0% -                      (352,924)             103,487               -                      1,405,418            
2031 1,405,418          1,405,418          -                     100.0% -                      (312,325)             87,448                 -                      1,180,541            
2032 1,180,541          1,180,541          -                     100.0% -                      (273,182)             73,076                 -                      980,435                
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CASH FLOW PROJECTION B 
12-YEAR CLOSED AMORTIZATION POLICY 

5.0% MARKET RETURN 
 

Valuation Actuarial Beginning Unfunded June 30 Expected 5% Assumed Asset Ending 
Date Accrued Valuation Accrued Funded Projected Benefit Investment Gain/(Loss) Valuation

June 30 Liability Assets Liability Ratio Contributions Payments Return Recognized Assets
2012 8,481,396$        3,245,011$        5,236,385$        38.3% 599,431$             (960,598)$           153,221$             61,324$               3,098,390$          
2013 8,081,443          3,098,390          4,983,054          38.3% 606,096               (939,105)             146,594               10,632                 2,922,607            
2014 7,675,728          2,922,607          4,753,120          38.1% 606,169               (915,804)             138,389               (140,325)             2,611,037            
2015 7,265,714          2,611,037          4,654,677          35.9% 613,317               (891,041)             123,609               (44,945)               2,411,977            
2016 6,852,087          2,411,977          4,440,109          35.2% 644,453               (864,930)             115,087               (54,152)               2,252,434            
2017 6,436,529          2,252,434          4,184,094          35.0% 660,795               (837,464)             108,205               (50,551)               2,133,419            
2018 6,020,311          2,133,419          3,886,891          35.4% 680,014               (808,556)             103,457               (47,100)               2,061,235            
2019 5,604,877          2,061,235          3,543,642          36.8% 700,365               (778,099)             101,118               (44,118)               2,040,501            
2020 5,191,885          2,040,501          3,151,384          39.3% 722,675               (746,041)             101,441               (42,345)               2,076,231            
2021 4,783,165          2,076,231          2,706,934          43.4% 748,485               (712,322)             104,716               (41,515)               2,175,595            
2022 4,380,734          2,175,595          2,205,138          49.7% 781,151               (676,914)             111,386               (41,769)               2,349,447            
2023 3,986,779          2,349,447          1,637,330          58.9% 828,840               (639,861)             122,197               (43,269)               2,617,354            
2024 3,603,597          2,617,354          986,242             72.6% 924,329               (601,294)             138,944               (46,295)               3,033,038            
2025 3,233,509          3,033,038          200,470             93.8% 101,932               (561,376)             140,166               (49,393)               2,664,368            
2026 2,878,830          2,664,368          214,462             92.6% 112,689               (520,387)             123,026               (50,857)               2,328,838            
2027 2,541,748          2,328,838          212,909             91.6% 116,657               (478,650)             107,392               (50,538)               2,023,699            
2028 2,224,268          2,023,699          200,567             91.0% 110,693               (436,526)             93,039                 (48,205)               1,742,700            
2029 1,928,162          1,742,700          185,461             90.4% 103,422               (394,472)             79,859                 (43,479)               1,488,030            
2030 1,654,854          1,488,030          166,823             89.9% 94,491                 (352,924)             67,941                 (37,701)               1,259,837            
2031 1,405,418          1,259,837          145,579             89.6% 83,431                 (312,325)             57,269                 (32,440)               1,055,772            
2032 1,180,541          1,055,772          124,766             89.4% 71,766                 (273,182)             47,753                 (27,669)               874,440                

 
Each year in this scenario there is an asset loss of 2% of assets.  Contributions through the 2024 valuation are projected to increase each year as these 
losses accumulate.  After the 2025 valuation, the amortization period is a one-year amortization period each year which results a projected contribution 
roughly equal to the prior year’s asset loss adjusted for the passage of time between the valuation date and the fiscal year. 
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DEVELOPMENT OF GAIN/(LOSS) 

 
 

A. B. C.

DERIVATION

Unfunded
Actuarial
Accrued
Liability
(A. - B.)

(1) Value at start of year $8,904,371 $3,574,761 $5,329,610

(2) Normal cost from last valuation -                N/A -                

(3) Actual contributions N/A 500,000 500,000        

(4) Disbursements (982,508)       (982,508)       -                

(5) Interest accrual 588,918 233,345 355,573 
[(1) + [(2) + (3) + (4)] / 2] x 7.00%

(6) Expected value before changes $8,510,781 $3,325,598 $5,185,183
(1) + (2) + (3) + (4) + (5)

(7) Increase due to plan amendment -                -                -                

(8) Increase due to revised assumptions 358,772        -                358,772        

(9) Expected value after changes $8,869,553 $3,325,598 $5,543,955
(6) + (7) + (8)

(10) Actual value at end of year 8,481,396 3,245,011 5,236,385 

(11) Gain/(loss) $388,157 ($80,587) * $307,570
(10) - (9) [*(9) - (10) for assets]

Actuarial
Value of
Assets

Actuarial
Accrued
Liability
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COMMENTS AND RECOMMENDATION 

 
Plan Experience:  Net experience for the Pension Fund was favorable during the year ending June 30, 

2012.  The major sources of gains or losses on the unfunded actuarial accrued liability (UAAL) are: 

Item Impact on UAAL
Asset Loss (80,587)$             
COLA Gain 169,236               
Mortality Loss (237,190)             
Data Gain 456,111               
Total Gain 307,570$             

 
The recognized rate of return was 4.6% versus the assumed rate of 7.0% resulting in a loss (Note that the 

market rate of return was (5.1)% which was 12.1% below the 7.0% assumption).  Actual COLAs granted 

this year were 0% and 1.5% versus the assumed rate of 3.0% resulting in a gain.  Participants are living 

longer than expected resulting in a mortality loss (See comment on Assumptions and Methods).  There 

was a significant data change with the removal of a surviving spouse from the rolls after clarification of 

her status resulting in a substantial gain. 

 

Assumptions and Methods:  At the February 2012 board meeting the trustees agreed to review the 

mortality assumption.  The mortality assumption used in the prior valuation was the 1994 Group Annuity 

Mortality Table.  That table does not reflect mortality improvements since 1995 and has no assumption for 

future improvements.  Under that assumption, the plan experienced a loss of $237,190 (2.7% of liability) 

in the year ending June 30, 2012.  Therefore, we believe that Table is no longer appropriate and 

recommend changing to the RP 2000 combined mortality table projected to 2017 with scale BB.  The 

projection of the table to the valuation date accounts for past mortality improvements and the projection 

from the valuation date to 2017 is a provision for future mortality improvements. 

 

The results of this valuation reflect the change in mortality tables.  Principal results before and after the 

change are shown below: 

Prior Current
Assumption Assumption Change

Actuarial Accrued Liability 8,122,624$          8,481,396$               358,772$    
Actuarial Valuation of Assets 3,245,011            3,245,011                -            

Unfunded Actuarial Liability 4,877,613$          5,236,385$               358,772$    

Funded Ratio 40.0% 38.3% -1.7%
Annual Required Contribution 559,398$             606,096$                 46,698$     

 
We recommend that the board accept this report and in doing so adopt this new assumption. 
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Looking Ahead:  The current level of benefit payments, $973,855, is large relative to the market value of 

assets of $3,247,941 as of June 30, 2012.  The amount of benefit payments, the value of funds in the trust, 

and the trust investment vehicles all should be monitored closely to avoid any short-term cash flow 

problems.  Pages A-5 and A-6 show projections under the current and proposed assumption policies. 

 

It is important to understand that these projections are not forecasts.  Projection A assumes that the system 

earns 7.0% on the market value of assets.  If market returns are not sufficient to yield 7.0% on the 

valuation assets, contributions will increase in the next few years. Projection B was included to show the 

potential impact on contributions if the fund earns 5.0% on the market value of assets. 

 

The Governmental Accounting Standards Board (GASB) has adopted new accounting standards for 

public sector pension plans.  The new standards are Statement No. 67 for plan reporting and 

Statement No. 68 for employer reporting.  Statement No. 67 is effective for the fiscal year ending 

June 30, 2014 and Statement No. 68 is effective for the fiscal year ending June 30, 2015.  Early 

adoption is allowed. 

 

It is important to note that the new GASB Standards do not change the funding requirements of the 

plan, however the plan’s funding policy will have an effect on the GASB disclosures.  The GASB 

disclosures require a calculation of Total Pension Liability which can be different from the Actuarial 

Accrued Liability if the plan’s funding policy is insufficient.  Even though this plan’s funded ratio is 

low, we expect that the 12 year amortization will be sufficient to fund the plan. 

 

Recommendation:  We recommend that the Board continue to monitor liquidity needs and asset 

allocation with the investment consultant.  Roughly 75% of the liability is attributable to expected benefit 

payments in the next 10 years.   In the current market, achieving 7% per year during the next 10 years may 

prove very challenging.  It may be necessary to lower the assumed rate of return if the current low interest 

rate environment persists. 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION B 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED AND/OR CONSIDERED 
(JUNE 30, 2012) 

 
 
 

REGULAR RETIREMENT (NO REDUCTION FACTOR FOR AGE) 
 
Eligibility - Age 55 with 25 years of credited service, or age 65 regardless of credited service. 
 
Mandatory Retirement Age - Age 65. 
 
Annual Amount - 2% of final average salary (FAS) for each year of credited service, to a maximum of 
60% of FAS. 
 
Type of Final Average Salary - Average of annual salary for the five highest consecutive years of 
service within last 10 years preceding retirement. 
 
 

DUTY DISABILITY RETIREMENT 
 
Eligibility - Total and permanent disability incurred in line of duty with the City. 
 
Annual Amount - 66-2/3% of current salary at date of disability.  Amount is offset by Worker's 
Compensation. 
 
 

NON-DUTY DISABILITY RETIREMENT 
 
Eligibility - Total and permanent disability after 10 years of credited service and under the age of 55 
years. 
 
Annual Amount - 1-2/3% of final average salary for each year of credited service.  Minimum is 20% of 
FAS; maximum is 50% of FAS. 
 
 

DUTY DEATH BEFORE RETIREMENT 
 
Eligibility - Death in line of duty with the City. 
 
Annual Amount - 50% of final salary to surviving spouse, until remarriage or death, plus 10% to each 
unmarried child under age 18; maximum to spouse and children is 66-2/3% of final salary.  Amounts are 
offset by Worker's Compensation. 
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SUMMARY OF BENEFIT PROVISIONS EVALUATED AND/OR CONSIDERED 

(JUNE 30, 2012) 
 
 

NON-DUTY DEATH BEFORE RETIREMENT 
 
 
Eligibility - Death after 10 years of credited service. 
 
Annual Amount - 1-1/2% of final average salary to eligible spouse (married at least 1 year to deceased 
member) for each year of credited service, payable beginning no earlier than age 45.  Minimum is 20% of 
FAS; maximum is 40% of FAS.  To each unmarried child under age 18, 10% of FAS with maximum of 
50% of FAS for all minor children; total for spouse and children not to exceed 66-2/3% of FAS. 
 
 

AUTOMATIC DEATH BENEFIT AFTER RETIREMENT 
 
Same as non-duty death before retirement. 
 
 

POST-RETIREMENT COST-OF-LIVING ADJUSTMENTS 
 
Pensions adjusted by same percent as increase in the pay of the rank last occupied. 
 
 

MEMBER CONTRIBUTIONS 
 
7% plus 1/2 of 1% for post-retirement cost-of-living adjustments. 
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SUMMARY OF ASSET INFORMATION 
SUBMITTED FOR VALUATION 

 
 
 

Balance Sheet 
 

Cash & equivalents $    119,654 Members' contributions $                 0 
Receivables & accruals 8,500 Employer contributions 21,426,208
Stocks 2,107,600 Retired benefit payments (18,178,267)
Bonds 1,012,187                    
International stocks 0

Total Current Assets $3,247,941 Total Reserves $  3,247,941

Reported Assets - Market Value Reserves for

 
 
 
 
 
 

Revenues and Expenditures 
 
 

Reported Balance - 7/1/2011 $3,918,183

Revenues
    Members' contributions 0
    Employer contributions 500,000
    Investment income (152,036)

Expenditures
    Benefit payments 982,508
    Refund of member contributions                none
    Administrative expense 35,698
    Transfer to Act 345 
        (member contributions)                none

Reported Balance - 6/30/2012 $3,247,941  
 
 
 



 

City of Jackson Policemen’s and Firemen’s Pension Fund B-4 
 

 

RETIRANT AND BENEFICIARY COMPARATIVE SCHEDULE 
(ANNUAL PENSIONS INCLUDE ESCALATION) 

 
Year

Ended Annual Annual Average
June 30 No. New COLAs No. Pensions No Pensions Pension Total Average

1988 3 $  124,036 5      $  79,474   105    $1,492,446  3.0 % $14,214   $20,785,947  $197,961      
1989 5 109,106 4      53,386   106    1,548,166  3.7 14,605   21,275,046  200,708      
1990 5 97,241 10      152,014   101    1,493,393  (3.5) 14,786   18,062,914  178,841      
1991 1 70,460 7      89,406   95    1,474,447  (1.3) 15,520   18,276,463  192,384      
1992 1 63,725 2      30,114   94    1,508,058  2.3 16,043   18,168,944  193,287      

1993 2 65,384 4      75,660   92    1,497,782  (0.7) 16,280   17,874,330  194,286      
1994 1 3,323 5      73,126   88    1,427,979  (4.7) 16,227   16,794,575  190,847      
1995 2 82,432 6      94,036   84    1,416,375  (0.8) 16,862   16,323,768  194,331      
1996 1 51,246 4      73,871   81    1,393,749  (1.6) 17,207   15,749,311  194,436      
1997 66,799 3      22,494   78    1,438,054  3.2 18,437   15,690,172  201,156      

1998 42,629 6      83,160   72    1,397,523  (2.8) 19,410   13,478,231  187,198      
1999 1 44,820 4      54,045   69    1,388,298  (0.7) 20,120   13,126,607  190,241      
2000 1 69,894 5      107,373   65    1,350,819  (2.7) 20,782   11,747,323  180,728      
2001 44,704 4      79,319   61    1,316,204  (2.6) 21,577   11,427,707  187,339      
2002 38,818 2      24,168   59    1,330,854  1.1 22,557   11,267,420  190,973      

2003 3 105,612 6      148,099   56    1,288,367  (3.2) 23,007   10,900,752  194,656      
2004 0 $  41,628 2      18,616   54    1,311,379  1.8 24,285   10,753,134  199,132      
2005 0 42,898 4      91,966   50    1,262,311  (3.7) 25,246   10,172,322  203,446      
2006 0 47,031 4      30,670   46    1,278,672  1.3 27,797   10,930,809  237,626      
2007 0 43,468 2      66,876   44    1,255,264  (1.8) 28,529   10,681,885  242,770      

2008 3 22,947 39,671 5      121,543   42    1,196,339  (4.7) 28,484   11,055,950  @ 263,237      
2009 1 31,172 30,500 7      179,762   36    1,078,249  (9.9) 29,951   9,866,752  274,076      
2010 0 0 28,465 3      43,249   33    1,063,465  (1.4) 32,226   9,463,639  286,777      
2011 2 70,213 4,675 3      125,298   32    1,013,055  (4.7) 31,658   8,904,371  278,262      
2012 0 0 7,083 3      46,283   29    973,855  (3.9) 33,581   8,481,396  @ 292,462      

Removed from Rolls
Annual Pensions*

Added to Rolls

Pensions
Annual

% Incr. in
Discounted Value of Pensions

Rolls End of Year

 
 

 

*    Beginning in the 2004 valuation, changes in annual pension are separated into benefits for new members and cost-of-living adjustments for existing members.   
      
 
@    After changes in assumptions and/or methods. 
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RETIRANTS AND BENEFICIARIES ON ROLLS 
COMPARATIVE STATEMENT 

 
Valuation

Date No. on Initial Escalation
June 30 Rolls Pensions Pensions Total

1960 68   $    158,345 
1965 71   $172,949 $   42,488 215,437 80.3 %
1970 104   278,557 199,921 478,478 58.2
1975 116   497,954 395,028 892,982 55.8
1980 112   567,501 567,214 1,134,715 50.0
1985 110   774,651 628,568 1,403,219 55.2
1986 108   775,153 651,392 1,426,545 54.3
1987 107   763,834 684,050 1,447,884 52.8
1988 105   752,901 739,545 1,492,446 50.4
1989 106   777,681 770,485 1,548,166 50.2
1990 101   751,155 742,238 1,493,393 50.3
1991 95   722,482 751,965 1,474,447 49.0
1992 94   722,387 785,671 1,508,058 47.9
1993 92   712,725 785,057 1,497,782 47.6
1994 88   683,521 744,458 1,427,979 47.9
1995 84   672,805 743,570 1,416,375 47.5
1996 81   655,743 738,006 1,393,749 47.0
1997 78   641,341 796,713 1,438,054 44.6
1998 72   625,412 772,111 1,397,523 44.8
1999 69   609,245 779,053 1,388,298 43.9
2000 65   610,280 740,539 1,350,819 45.2
2001 61   591,432 724,772 1,316,204 44.9
2002 59   583,398 747,456 1,330,854 43.8
2003 56   601,739 686,628 1,288,367 46.7
2004 54   590,490 720,889 1,311,379 45.0
2005 50   560,207 702,104 1,262,311 44.4
2006 46   541,856 736,816 1,278,672 42.4
2007 44   529,973 725,291 1,255,264 42.2
2008 42   514,630 681,709 1,196,339 43.0
2009 36   464,420 613,829 1,078,249 43.1
2010 33   446,976 616,489 1,063,465 42.0
2011 32   444,354 568,701 1,013,055 43.9
2012 29   422,907 550,948 973,855 43.4

of Total
as Percent

Initial
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RETIRANTS AND BENEFICIARIES JUNE 30, 2012 
TABULATED BY TYPE OF PENSIONS BEING PAID 

 
 
 

Total
Escalator Initial Annual

Type of Pension Being Paid No. Pensions Pensions Pensions

Present Plan (1957) Pensions
Age & Service Pensions:
              - straight life 6     $157,664  $113,692  $271,356  
              - survivor beneficiaries 7     64,479  54,929  119,408  
              - totals 13     222,143  168,621  390,764  

Casualty Pensions:
             - disability 14     304,848  235,929  540,777  
             - death-in-service 2     23,957  18,357  42,314  
             - totals 16     328,805  254,286  583,091  

  
Present Plan Totals 29  550,948  422,907  973,855  

Total Pensions Being Paid 29     $550,948  $422,907  $973,855   
  



 

City of Jackson Policemen’s and Firemen’s Pension Fund B-7 
 

 
RETIRANTS AND BENEFICIARIES JUNE 30, 2012 

TABULATED BY ATTAINED AGE 
 
 
 
 

Attained Annual
Age No. Pensions

60 - 69 4     $   167,703  
70 - 74 5        209,071  
75 - 79 8        241,732  

81 1        31,421  
83 3        144,759  
85 2        21,844  
90 1        20,253  
91 1        30,647  
92 1        21,505  
93 2        51,839  
94 1        33,081  

TOTALS 29     $   973,855  

Present Plan

 
 
 
 

Average Age at Retirement:  47.5 yrs. 
 

Average Age Now:  80.0 yrs. 
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ACTIVE MEMBERS * 
COMPARATIVE SCHEDULE 

 
 

Valuation
Date Active Valuation

June 30 Members Payroll Pay

1966 161      $1,120,927   N/A yrs.    N/A yrs. $  6,962 0.0 %
1967 154      1,112,452 38.8 12.3 7,224 3.8 
1968 189      1,616,594 36.9 10.9 8,553 18.4 
1969 171      1,491,991 37.8 11.7 8,725 2.0 
1970 184      1,985,341 36.8 10.9 10,790 23.7 
1971 181      2,069,097 37.4 11.7 11,431 5.9 
1972 182      2,255,898 37.4 11.7 12,395 8.4 
1973 172      2,245,755 37.3 11.7 13,057 5.3 
1974 155      2,191,456 37.2 11.9 14,138 8.3 
1975 153      2,561,103 38.1 12.7 16,739 18.4 
1976 141      2,590,482 38.4 13.1 18,372 9.8 
1977 124      2,356,400 38.4 13.0 19,003 3.4 
1978 114      2,392,124 39.0 13.5 20,984 10.4 
1979 110      2,466,966 40.3 14.7 22,427 6.9 
1980 103      2,567,220 40.6 15.0 24,924 11.1 
1981 90      2,562,461 41.6 16.0 28,472 14.2 
1982 82      2,375,269 41.5 16.2 28,967 1.7 
1983 73      2,216,742 41.9 16.7 30,366 4.8 
1984 67      1,960,418 42.1 17.0 29,260 (3.6)
1985 56      1,680,335 42.1 17.2 30,006 2.5 
1986 54      1,683,819 42.8 18.0 31,182 3.9 
1987 51      1,652,602 43.6 18.8 32,404 3.9 
1988 46      1,639,724 44.2 19.6 35,646 10.0 
1989 33      1,285,310 44.9 20.3 38,949 9.3 
1990 21      777,999 45.8 21.1 37,048 (4.9)
1991 6      251,480 47.8 22.0 41,913 13.1 
1992 5      228,684 48.2 22.8 45,737 9.1 
1993 5      237,750 49.2 23.8 47,550 4.0 
1994 1      43,230 56.0 24.3 43,230 (9.1)
1995 1      43,139 57.0 25.3 43,139 (0.2)
1996 1      44,875 58.0 26.3 44,875 4.0 
1997 1      50,098 59.0 27.3 50,098 11.6 
1998 1      49,813 60.0 28.3 49,813 (0.6)
1999 1      51,016 60.8 29.3 51,016 2.4 
2000 0      0 N/A N/A N/A N/A

Age Service % Incr.
Average

 
 

 *  As of the June 30, 2000 valuation, there are no longer active members. 
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ACTUARIAL COST METHODS USED FOR THE VALUATION 
 
 
Financing of Unfunded Actuarial Accrued Liabilities: Unfunded actuarial accrued liability was 

financed over a period of the average life expectancy of remaining members rounded down to whole 

years.  The indicated dollar amounts were assumed to remain level over the closed 12-year amortization 

period.  Contribution amounts were assumed to be paid midway through the fiscal year. 

 

The funding value of assets used for funding purposes is derived as follows:  prior year valuation assets are 

increased by contribution and expected investment income and reduced by refunds, benefit payments and 

expenses.  To this amount is added 25% of the difference between expected and actual investment income 

for each of the previous four years.  Beginning with the June 30, 2008 valuation, funding value of assets are 

restricted to the range of 80% to 120% of market value of assets. 
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ACTUARIAL ASSUMPTIONS USED FOR THE VALUATION 

 
 
The contribution requirements and actuarial present values of a pension fund are calculated by applying 

actuarial assumptions to the benefit provisions and people information of the fund, using the actuarial 

methods described on page C-1. 

 
The principal areas of risk which require actuarial assumptions about future experiences are: 
 

(i) long-term rates of investment return to be generated by the assets of the Fund 

 
(ii) patterns of pay increases to members 

 
(iii) rates of mortality among members, retirants, and beneficiaries 

 
(iv) rates of withdrawal of active members 

 
(v) rates of disability among active members 

 
(vi) the age patterns of actual retirements 

 
The monetary effect of each assumption is calculated for as long as a present covered person survives - - - 

a period of time which can be as long as a century. 

 
 
 
 
Actual experience of the Fund will not coincide exactly with assumed experience, regardless of the 

wisdom of the assumptions.  Each valuation provides a complete recalculation of assumed future 

experience and takes into account all past differences between assumed and actual experience.  The result 

is a continual series of adjustments (usually small) to the computed contribution rate. 

 
From time-to-time one or more of the assumptions are modified to reflect experience trends (but not 

random or temporary year-to-year fluctuations). 
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A plan becomes closed when no new hires are admitted to active membership.  The persons covered by 
the plan at the time of closing continue their normal activities and continue to be covered by the plan, until 
the last survivor dies. 
 
CASH BENEFITS LINE.   After a pension plan becomes closed, the usual pattern is for cash benefits to 
continue to increase for decades of time.  Eventually the cash benefits will peak, and then gradually 
decrease over more decades of time, ultimately to zero.  The last cash benefit is likely to occur a century 
after the time the plan is closed. 
 
The precise amounts of cash benefits cannot be known now, and must be estimated by assumptions of 
future experiences in a variety of financial risk areas. 

 
 
 
 
 
 
  



 

City of Jackson Policemen’s and Firemen’s Pension Fund C-4 
 

The investment return rate (net of administrative expenses) used for valuation calculations was 7.0% a 
year, compounded annually.  This rate is not the assumed real rate of return.  The real rate of return is the 
rate of investment return in excess of the rate of inflation.  Considering other financial assumptions, the 
7.0% investment return rate translates to an assumed real rate of return of 4.0 %.  
 
The assumption is used to equate the value of payments due at different points in time and was first used 
for the June 30, 2000 valuation.  Approximate investment returns, for the purpose of comparisons with 
assumed returns, have been as follows: 
 

5-Year
2012 2011 2010 2009 2008 Average

Nominal rate 4.6% 2.8% 2.5% (14.2)% 5.6% (0.0)%

Year Ended June 30

 
 

The nominal rate of return was computed using the approximate formula i = I divided by 
1/2 (A + B - I), where I is actual realized investment income net of expenses plus market 
value adjustments, A is the beginning of year asset value, and B is the end of year asset 
value. 

 
These rates of return should not be used for measurement of an investment advisor's performance or for 
comparisons with other pension funds -- to do so will mislead. 
 
Assumed rate of pension escalation:  3.0% per annum, compounded annually.   
 
The mortality table used was the RP 2000 Combined Mortality Table for males and females projected to 
2017 using scale BB.  The Base table is the RP 2000 Combined Mortality Table projected to the valuation 
date and the provision for future mortality improvement is the additional projection to 2017 with scale BB.  
This table was first used for the June 30, 2012 valuation.  Sample values follow: 

Sample
Ages Men Women Men Women

60 $127.75  $132.83  23.61     26.04     
65 116.60  122.58  19.42     21.70     
70 103.45  110.58  15.53     17.68     
75 88.49  96.98  12.00     14.02     
80 72.49  82.01  8.93     10.76     
95 30.89  40.19  3.06     4.23     

Expectancy (Years)$1 Monthly for Life
Future LifePresent Value of

 
 

This assumption is used to measure the probabilities of each benefit payment being made after retirement. 
 
Load for survivor pension escalation:  Upon the death of a retiree with a joint and survivor form of 
payment, the surviving spouse’s benefit is reset to the applicable percent of the retiree’s benefit at 
retirement.  This reset benefit is escalated in future years.  For purposes of the valuation, surviving 
spouse’s benefits for living retirees are valued without the COLA and the liability for the plan as a whole 
is increased by 1%.  
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DEFINITIONS OF TECHNICAL TERMS 
 
 
Accrued Service:  Service credited under the fund which was rendered before the date of the actuarial 

valuation. 

 
 
Actuarial Accrued Liability:  The difference between the actuarial present value of future benefit 

payments and the actuarial present value of future normal costs.  Also referred to as "accrued liability" or 

"past service liability." 

 
 
Actuarial Assumptions:  Estimates of expected future experience with respect to rates of mortality, 

disability, turnover, retirement, rate or rates of investment income and salary increases.  Decrement 

assumptions (rates of mortality, disability, turn-over and retirement) and generally based on past 

experience, often modified for projected changes in conditions.  Economic assumptions (salary increases 

and investment income) consist of the underlying rates in an inflation-free environment plus a provision 

for a long-term average rate of inflation. 

 
 
Actuarial Cost Method:  A mathematical budgeting procedure for allocating the dollar amount of the 

"actuarial present value of future benefit payments" between future normal costs and actuarial accrued 

liabilities.  Sometimes referred to as the "actuarial valuation cost method." 

 
 
Actuarial Equivalent:  A single amount or series of amounts of equal actuarial present value to 

another single amount or series of amounts, computed on the basis of appropriate actuarial assumptions. 

 
 
Actuarial Present Value:  The amount of funds currently required to provide a payment or series of 

payments in the future.  It is determined by discounting future payments at predetermined rates of interest, 

and by probabilities of payment.  Also referred to as "present value." 

 
 
Amortization:  Paying off an interest-discounted amount with periodic payments of interest and 

principal -- as opposed to paying it off with a lump sum payment. 
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Experience Gain/(Loss): The difference between actual actuarial costs and assumed actuarial costs - - 

during the period between two valuation dates. 

 
 
Normal Cost:  The actuarial cost allocated to the current year by the actuarial cost method.  Sometimes 

referred to as "current service cost." 

 
 
Unfunded Actuarial Accrued Liabilities:  The difference between actuarial accrued liabilities and 

the actuarial value of fund assets.  Sometimes referred to as "unfunded past service liability," "unfunded 

accrued liability" or "unfunded supplemental present value." 

 
Most pension funds have unfunded actuarial accrued liabilities.  They arise each time new benefits are 

added and each time an experience loss is realized. 

 
The existence of unfunded actuarial accrued liabilities is not in itself bad, any more than a mortgage on a 

house is bad.  Unfunded actuarial accrued liabilities do not represent a debt that is payable today.  What is 

important is the ability to control the amount of unfunded actuarial accrued liabilities and the trend in their 

amount (after due allowance for devaluation of the dollar). 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SECTION D 
D IS C LO S U R ES  R EQ U IR ED  B Y S TATEME N T N O .  25  
O F  TH E G O VER N MEN TA L A C C O U N TING  
S TA N D A R D S  B O A R D  
 
 
 
 
This information is presented in draft form for review by the Fund’s auditor.  Please let 
us know if there are any items that the auditor changes so that we may maintain 
consistency with the Fund’s financial statements. 
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GASB STATEMENT NO. 25 
REQUIRED SUPPLEMENTARY INFORMATION 

 
 
The information presented in the required supplementary schedules was determined as part of the actuarial 

valuations at the dates indicated.  Additional information as of the latest actuarial valuation follows: 

 
 

Valuation Date June 30, 2012 
  
Actuarial Cost Method Aggregate 
  
Amortization Method Level dollar, closed 
  
Remaining Amortization Period 12 years 
  
Asset Valuation Method 4-year smoothed market 
  
Actuarial Assumption:  

Investment rate of return  7.00% 
Projected salary increases N/A 
Includes inflation at N/A 
   Cost-of-living adjustments  3.0% 

 
 
Membership of the plan consisted of the following at June 30, 2012, the date of the latest actuarial 

valuation: 

 
 

Retirees and beneficiaries receiving benefits 29 
  
Terminated plan members entitled  

to but not yet receiving benefits 0 
  
Active plan members   0 
  
Total 29 
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GASB STATEMENT NO. 25  

REQUIRED SUPPLEMENTARY INFORMATION 
 
 

Schedule of Funding Progress 
 

Actuarial
Valuation Unfunded

Date Actuarial Accrued AAL Covered
June 30 Liability (AAL) (UAAL) Payroll

2003  $7,745,243 $10,900,752    $3,155,509 71.1 % N/A  
2004  6,417,621 10,753,134    4,335,513 59.7 N/A  
2005  5,621,672 10,172,322    4,550,650 55.3 N/A  
2006  5,559,966 10,930,809    5,370,843 50.9 N/A  
2007  5,848,461 10,681,885    4,833,424 54.8 N/A  

2008* 5,532,527 11,055,950    5,523,423 50.0 N/A  
2009  4,294,430 9,866,752    5,572,322 43.5 N/A  
2010  4,028,988 9,463,639    5,434,651 42.6 N/A  
2011  3,574,761 8,904,371    5,329,610 40.1 N/A  
2012* 3,245,011 8,481,396    5,236,385 38.3 N/A  

Assets
Value of
Actuarial

Ratio
Funded

 
 
 *  After changes in assumptions and/or methods. 
 
 
 

Schedule of Employer Contributions 
 

Fiscal Contribution Rates Computed Dollar
Year Ended as Percents of Contribution Based Actual Annual

June 30 Valuation Payroll on Projected Payroll Contribution

2005  N/A $       528,199        $       528,199    100 %
2006  N/A 806,276        806,276    100
2007  N/A 934,667        934,667    100
2008  N/A 612,545        612,545    100
2009  N/A 641,212        641,212    100

2010* N/A 722,537        722,537    100
2011  N/A 500,000        500,000    100
2012  N/A 500,000        500,000    100
2013  N/A 599,431             -          -
2014* N/A 606,096             -          -

Contributed
Percentage

 
 

 *  After changes in assumptions and/or methods. 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
January 30, 2013 
 
 
 
 
Ms. Sandy Sykes 
Pension Coordinator 
City of Jackson 
161 West Michigan Avenue 
Jackson, Michigan  49201 
 
Dear Sandy: 
 
Enclosed, please find 12 copies of the report of the 55th Annual Actuarial Valuation 
of the City of Jackson Policemen's and Firemen's Pension Fund. 
 
Sincerely, 
 
 
 
David T. Kausch, FSA, EA, MAAA 
 
DK:bd 
Enclosures 
 
cc: The Rehman Group 
 Attn:  Mark Kettner 
 



Neighborhood & Economic Operations 
Building a Stronger Jackson 

 
161 W. Michigan Avenue • Jackson, MI 49201-1303• Facsimile (517) 780-4781 

Building Inspection 
(517) 788-4012 

Code Enforcement 
(517) 788-4060 

Engineering 
(517) 788-4160 

Planning & Economic Development 
(517) 768-6433 

 
CITY COUNCIL MEETING 

April 23, 2013 
 
TO: Honorable Mayor Griffin and City Councilmembers 
 
FROM: Patrick Burtch, City Manager 
 
SUBJECT: Approve the Resolution for ALDI Bus Route 
               
 
RECOMMENDATION 
 
Approve the attached Resolution reallocating $7,000 in CDBG excess program income to the 
new CDBG activity for Transportation Services. 
 
Wards 1 and 5 are among the most distressed areas of the City of Jackson. For many years, there has 
not been a grocery store within walking distance to service the area. Residents have had to rely on gas 
stations, fast food restaurants, and convenience stores, with their higher prices and lack of fresh 
produce, to supplement their daily diet. Although public transportation is available in these wards, it 
can become time consuming, cumbersome and cost prohibitive to utilize the bus system’s various 
links to get to local grocers several miles away. 
 
Mayor Martin Griffin approached Ward 1 Councilperson Michelle Woods and Ward 5 Councilperson 
Andrew Frounfelker to discuss initiating a program in their Wards to connect their low- to moderate-
income residents to fresh, affordable foods. In collaboration with the Jackson Transportation 
Authority (JTA), the City is proposing to offer a fixed route bus run for certain stops in CDBG-
eligible areas of Wards 1 and 5 to provide public transportation on Saturdays from 11:00 a.m. to 3:00 
p.m. to the ALDI grocery store at 1100 West North Street, Jackson. If successful, this pilot program 
may be offered to other disadvantaged neighborhoods within the City. 
 
The fixed bus route rate is 4 hours per Saturday at $25.72 per hour, or $102.88 per Saturday, 
beginning May 4, 2013 and ending June 28, 2014. Sixty-one (61) weeks of service at $102.88 per 
week totals $6,275.68. Residents would pay $1.00 per round trip fare for this service; this compares 
to a normal round trip fare of $1.50 per ride. Expanding on ALDI’s adage “Simply Smarter 
Shopping”, this bus route will become known as the “Simply Smarter Shopping Shuttle.” 
 
To spark interest in using the Simply Smarter Shopping Shuttle, the City would also purchase 734 bus 
passes to provide at neighborhood meetings, churches, and other organizations to encourage use by 
residents. At $1.00 per pass, the City would invest an additional $734, bringing the total proposed 
funding from CDBG to $7,000 for the period of May 4, 2013 to June 28, 2014. Mayor Griffin has 
discussed the program with ALDI and they fully support this program and have offered to distribute 
1,000 resusable grocery bags to program participants. Because the route has a very specific intent and 
purpose, bus drivers will be able to assist participants on and off the bus with their purchases. 
 



This activity is eligible as a public service activity, subject to the public services cap of 15% of the 
City’s annual CDBG entitlement grant and would qualify under HUD Matrix code 05E 
Transportation Services as a Low/Mod Area National Objective. The area to be serviced extends from 
East Michigan Avenue on the north, Cooper Street on the east, High Street on the south and 
Mechanic Street on the East. Proposed bus stops include: 
 
 1) Otsego Apartments (corner of Francis Street and Michigan Avenue) – a 76 unit, Section 8 

subsidized, apartment building for elderly persons in downtown Jackson. 
 2) Southridge Park (corner of Francis Street and Franklin Street) – a 116 unit, Section 8 

subsidized, apartment complex for families. 
 3) Martin Luther King, Jr. Center (corner of Adrian Street and Redwood Lane) – a full 

service community center operated by the City of Jackson. 
 4) Chalet Terrace (corner of Barberry Drive and Merriman Street) – a 100 unit public housing 

complex. 
 5) St. John’s United Church of Christ (corner of Mechanic Street and Biddle Street) – located 

in the Partnership Park Downtown Neighborhood. 
 6) Elaine Apartments (corner of Mechanic Street and Michigan Avenue) – a 33 unit, Section 8 

subsidized, apartment building in downtown Jackson. 
 
 



City of Jackson, Michigan 
Resolution to Amend the Fiscal Year 2009/2010 (Year 35) 

and 2012/2013 (Year 38) CDBG Budgets 
 
 
Whereas, the U.S. Department of Housing and Urban Development approved the Community 
Development Block Grant (CDBG) activities for fiscal years 2009/2010 (Year 35) and 2012/2013 (Year 
38); and 
 
Whereas, in Year 35 receipts from program income in excess of budgeted expenses were received; and  
 
Whereas, the City Council desires to appropriate the additional program income from Year 35 to be made 
available for use in Year 38 for the public service activity Transportation Services. 
 
NOW, THEREFORE, BE IT RESOLVED, that the City Council of the City of Jackson hereby amends 
the subject budgets as follows: 
 
        Current   Revised   
  Account #   Account Description   Budget   Budget   Change   
  
 Entitlement Year 35 (2009/2010) 
  286-000-035-696.012  Job Creation Loan Repayments  72,979  79,979  7,000 
  286-743-035-969.038  Contribution to Year 38  88,000  95,000  7,000  
 
 Entitlement Year 38 (2012/2013) 
  286-000-038-695.035  Contribution from Year 35   88,000  95,000  7,000 
  286-730-038-825.059  Transportation Services   0  7,000  7,000  
  
 
 

* * * * * * 
 
 
 
State of Michigan } 
County of Jackson } ss 
City of Jackson } 
 
  I, Andrew J. Wróżek Jr., City Treasurer/Clerk in and for the City of Jackson, County and 
State aforesaid, do hereby certify that the foregoing is a true and complete copy of a resolution adopted by 
the Jackson City Council on the 23rd day of April, 2013. 
 
 

IN WITNESS WHEREOF, I have hereto affixed my 
signature and the Seal of the City of Jackson, 
Michigan, on this 24th day of April, 2013. 
 
 
  
Andrew J. Wróżek Jr. City Treasurer/Clerk 
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