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SUMMARY OF ACTUARIAL METHODS AND ASSUMPTIONS 
 
ACTUARIAL COST METHOD 

 
Individual Entry Age Normal Cost.  
 
Under this method, the annual cost is equal to the normal cost, plus amortization of unfunded accrued 
liabilities over a fixed period of years selected within the minimum (10 years) and maximum (5 to 30 
years) periods permitted by law. 
 
The normal cost is the sum of individual normal costs, determined as a level percentage of compensation 
which would have been necessary to fund the employee’s projected retirement, death and withdrawal 
benefits, from entry age (the age at which the employee would have entered the plan had it been in 
effect on his employment date), to his retirement age.  Thus, the dollar normal cost is expected to 
increase with the salary projection assumption. 
 
The actuarial accrued liability is the accumulation, based on the actuarial assumptions, of all assumed 
prior normal costs.  Thus, it represents the amount of reserves, which would be held by the plan, had it 
always been in effect for the present group of participants and had plan experience followed that 
predicted by the actuarial assumptions.  The unfunded accrued liability is the excess, if any, of the 
accrued liability over the plan assets. 
 
Actuarial gains and losses arising from differences between plan experience and that predicted by the 
actuarial assumptions, as measured by the difference between actual and expected unfunded accrued 
liabilities, are amortized over 10 years. 
 
ATTRIBUTION PARAMETERS 
 
Because all actives are assumed to retire immediately, there is no further attribution; and all benefits are 
included in the accrued liability as of the valuation date. 
 
ACCRUED AND VESTED BENEFITS 
 
Vested benefits are based on the plan document’s vesting schedule based on years of service.  Please 
refer to the Summary of Plan Provisions section of this report for requirements for particular benefits. 
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SUMMARY OF ACTUARIAL METHODS AND ASSUMPTIONS 

(Continued) 
 
ACTUARIAL ASSUMPTIONS 
 
 Post-Retirement 
 

Mortality – 1983 Group Annuity Mortality Table for Males and Females, no mortality  
 improvement scale is applied. 

 
There is no mortality improvement assumed at this time.  The most recent experience study 
illustrates that the current mortality assumption, with no future improvement scale, is appropriate 
for the plan’s population.  This assumption will continue to be monitored in future studies and 
updated as needed. 

 
 Investment Return – 7.0% per annum.  
 
 Assumed benefit increases – 3.00% per annum on the participant’s original benefit, based on 

plan provisions 
 
 Pre-Retirement 
 

Mortality – 1983 Group Annuity Mortality Table for Males and Females, no mortality  
 improvement scale is applied. 
 
There is no mortality improvement assumed at this time.  The most recent experience study 
illustrates that the current mortality assumption, with no future improvement scale, is appropriate 
for the plan’s population.  This assumption will continue to be monitored in future studies and 
updated as needed. 

 
 Investment Return – 7.0% per annum. The return reflects the anticipated gross long-term rate of 

return on plan assets based on the plan’s current and expected future asset portfolio, as supported 
by the plan’s investment manager. The following was the Board’s adopted asset allocation policy 
as of December 31, 2015: 

 
Asset Class Percentage 
Domestic Equity 24% 
International Equity 34% 
Public Real Estate 10% 
Private Real Estate 5% 
Core Fixed Income 12% 
TIPS 5% 
High Yield 10% 
Total Assets 100% 
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SUMMARY OF ACTUARIAL METHODS AND ASSUMPTIONS 

(Continued) 
 
ACTUARIAL ASSUMPTIONS (Continued) 
 

Salary projection – N/A, all actives are over assumed retirement age and are assumed to retire 
immediately.  

 
 Expense loading – None 
 

Long-Term Inflation – This assumption is an underlying component of a number of these 
economic assumptions.  This assumption reflects consumer price indices, forecasts of inflation, 
yields on government securities of various maturities, and yields on nominal and inflation-
indexed debt. 

 
Retirement age – 60 or immediately if older (for those with 25 years of service) 
 62 or immediately if older (for those with less than 25 years of service) 
 All actives are now immediately assumed to retire. 

 
 Disability rates – None, all active participants are assumed to retire immediately. 
 

	 Withdrawal rates – None, all active participants are assumed to retire immediately. 

 
Pre-retirement Mortality Rates 

 Age Male  Female 
 20 0.038% 0.019% 
 25 0.046% 0.025% 
 30 0.061% 0.034% 
 35 0.086% 0.048% 
 40 0.124% 0.067% 
 45 0.218% 0.101% 
 50 0.391% 0.165% 
 55 0.613% 0.254% 
 60 0.916% 0.424% 
 
The actuarial assumptions used in the January 1, 2016 valuation were based on the results of an actuarial 
experience study prepared in 2012 based on data from January 1, 2002 through December 31, 2011. 
 
 
ASSET VALUATION 
 
Each plan year’s investment gain or loss is recognized over five years, subject to a 10% corridor around 
the market value of assets. 

 
 




