






























































































CALPERS ACTUARIAL VALUATIC JUNE 30, 2006 APPENDIX B 
MISCELLANEOUS PLAN OF THE CITY OF CHICO 
EMPLOYER NUMBER 533 -COVERAGE GROUP 70002 

SUMMARY OF BENEFITS: COVERAGE GROUP 70002 

The following is a summary of the major plan provisions used in calculating the liabilities of the plan. Many of the 
statements in this summary are general in nature, and are intended to provide an easily understood summary of the 
complex Public Employees' Retirement Law. The law itself governs in all situations. 

RETIREMENT PROGRAM 

Service Retirement 

Eligibility 
A CaiPERS member becomes eligible for Service Retirement upon attainment of age SO with at least 
5 years of credited service (total service across all CaiPERS employers, and with certain other 
Retirement Systems with which CaiPERS has reciprocity agreements) 

Benefit 
The Service Retirement benefit calculated for service earned by this group of employees is a monthly 
allowance equal to the product of the benefit factor, years of service, and final compensation, where 

• The benefit factor for this group of employees comes from the 2% at 55 Miscellaneous benefit 
factor table. The factor depends on the member's age at retirement. Listed below are the factors 
for retirement at whole year ages: 

2% at 55 
Retirement Miscellaneous 

Age Factor 

so 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 & Up 

1.426% 
1.522% 
1.628% 
1.742% 
1.866% 
2.000% 
2.052% 
2.104% 
2.156% 
2.210% 
2.262% 
2.314% 
2.366% 
2.418% 

• The years of service is the amount credited by CaiPERS to a member while he or she is employed 
in this group (or for other periods that are recognized under the employer's contract with 
CaiPERS). For a member who has earned service with multiple CaiPERS employers, the benefit 
from each employer is calculated separately according to each employer's contract, and then added 
together for the total allowance. Any unused sick leave accumulated at the time of ret irement will 
be converted to credited service at the rate of 0.004 years of service for each day of sick leave. 

• The final compensation is the monthly average of the member's highest 12 consecutive months' 
full-time equivalent monthly pay (no matter which CaiPERS employer paid this compensation). The 
employees in this group are covered by Social Security. The benefit is referred to as being 
"modified" because the final compensation is offset by $133.33 (or by one third if the final 
compensation is less than $400). 

• The Service Retirement benefit is not capped. 
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Vested Deferred Retirement 

Eligibility for Deferred Status 

( APPENDIX B 

A CaiPERS member becomes eligible for a deferred vested retirement benefit when he or she leaves 
employment, keeps his or her contribution account balance on deposit with CaiPERS, and has earned at 
least 5 years of credited service (total service across all CaiPERS employers, and with certain other 
Retirement Systems with which CaiPERS has reciprocity agreements). 

E/iqibility to Sf:ilrt Receiving Benefits 
The CaiPERS member becomes eligible to receive the deferred retirement benefit upon satisfying the 
eligibility requirements for Deferred Status and upon attainment of age 50. 

Benefit 
The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit 
factor is based on the member's age at allowance commencement. For members who have earned service 
with multiple CaiPERS employers, the benefit from each employer is calculated separately according to each 
employer's contract, and then added together for the total allowance. 

Non-Industrial (Non-Job Related) Disability Retirement 

Eligibility 
A CaiPERS member is eligible for Non-Industrial Disability Retirement if he or she becomes disabled and has 
at least 5 years of credited service (total service across all CaiPERS employers, and with certain other 
Retirement Systems with which CaiPERS has reciprocity agreements). There is no special age requirement. 
Disabled means the member is unable to perform his or her job because of an illness or injury which is 
expected to be permanent or to last indefinitely. The illness or injury does not have to be job related. A 
CaiPERS member must be actively working with any CaiPERS employer at the time of disability in order to 
be eligible for this benefit. 

Benefit 
The Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8% of final 
compensation, multiplied by seNice, which is determined as follows: 
• service is CaiPERS credited service, for members with less than 10 years of service or greater than 

18.518 years of service; or 
• service is CaiPERS credited service plus the additional number of years that the member would have 

worked until age 60, for members with at least 10 years but not more than 18.518 years of service. 
The maximum benefit in this case is 33 1/3% of Final Compensation. 

Members who are el igible for a larger service retirement benefit may choose to receive that benefit in lieu of 
a disability benefit. Members eligible to retire, and who have attained the normal retirement age 
determined by their service retirement benefit formula, will receive the same dollar amount for disability 
retirement as that payable for service retirement. For members who have earned service with multiple 
CaiPERS employers, the benefit attributed to each employer is the total disability allowance multiplied by the 
ratio of service with a particular employer to the total CaiPERS service. 

Post-Retirement Death Benefit 

Lump Sum Payment 
Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree's designated 
survivor(s), or to the retiree's estate. 

Form of Payment for Retirement Allowance 
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Generally, the retirement allowance is paid to the retiree in the form of an annuity for as long as he or she 
is alive. The retiree may choose to provide for a portion of his or her allowance to be paid to any 
designated beneficiary after the retiree's death. CaiPERS provides for a variety of such benefit options, 
which the retiree pays for by taking a reduction in his or her retirement al lowance. The larger the amount 
to be provided to the beneficiary is, and the younger the beneficiary is, the greater the reduction to the 
retiree's allowance. 

For retirement allowances with respect to service earned by employment in this group, 25% of the 
reti rement allowance will automatically be continued to certain statutory beneficiaries upon the death of the 
retiree, without a reduction in the retiree's allowance. This additional benefit is often referred to as post 
retirement swvivor allowance (PRSA) or simply as survivor continuance. 

In other words, 25% of the allowance, the continuance portion, is paid to the retiree for as long as he or 
she is alive, and that same amount is continued to the retiree's spouse (or if no eligible spouse, to 
unmarried children until they attain age 18; or, if no eligible children, to a qualifying dependent parent) for 
the rest of his or her lifetime. 

The remaining portion of the retirement allowance, which may be referred to as the option portion of the 
benefit, is paid to the retiree as an annuity for as long as he or she is alive. Or, the retiree may choose to 
provide for some of this option portion to be paid to any designated beneficiary after the retiree's death. 
CaiPERS offers a variety of such benefit options, which the retiree pays for by taking a reduction to the 
option portion of his or her retirement allowance. 

Pre-Retirement Death Benefits 

Basic Death Benefit 

Eliqibilitv 
An employee's beneficiary (or estate) may receive the Basic Death benefit if the member dies while 
actively employed. A CaiPERS member must be actively employed with the CaiPERS employer 
providing this benefit to be eligible for this benefit. A member's survivor who is eligible for any 
other pre-retirement death benefit described below may choose to receive that death benefit 
instead of this Basic Death benefit. 

Benefit 
The Basic Death Benefit is a lump sum in the amount of the member's accumulated contributions, 
where interest is currently credited at 7. 75% per year, plus a lump sum in the amount of one 
month's salary for each completed year of current service, up to a maximum of six months' salary. 
For purposes of this benefit, one month's salary is defined as the member's average monthly full
time rate of compensation during the 12 months preceding death. 

1957 Survivor Benefit 

Eliqibilitv 
An employee's eligible survivor(s) may receive the 1957 Survivor benefit if the member dies while 
actively employed; has attained at least age 50, and has at least 5 years of credited service (total 
service across all CaiPERS employers and with certain other Retirement Systems with which 
CaiPERS has reciprocity agreements). A CaiPERS member must be actively employed with the 
CaiPERS employer providing this benefit to be el igible for th is benefit. An e ligible survivor means 
the surviving spouse to whom the member was married at least one year before death or, if there 
is no eligible spouse, to the member's unmarried children under age 18. A member's survivor may 
choose this benefit in lieu of the Basic Death benefit or the Special Death benefit. 

Benefit 
The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified Service 
Retirement benefit that the member would have been entitled to receive if the member had retired 
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on the date of his or her death. If the benefit is payable to the spouse, the benefit is discontinued 
upon the death of the spouse. If the benefit is payable to a dependent child, the benefit will be 
discontinued upon death or attainment of age 18, unless the child is disabled. There is a 
guarantee that the total amount paid will at least equal the Basic Death benefit. 

Cost-of-living Adjustments 

Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be 
annually adjusted on a compound basis by 2%. However, the cumulative adjustment may not be greater 
than the cumulative change in the Consumer Price Index since the date of retirement. 

Purchasing Power Protection Allowance (PPPA) 

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-living 
adjustments that are intended to maintain an individual's allowance at 80% of the initial allowance at 
retirement adjusted for inflation since retirement. The PPPA benefit will be coordinated with other cost-of
living adjustments provided under the plan. 

Employee Contributions 

Each employee contributes toward his or her retirement based upon the following schedule. The employer 
may choose to "pick-up" these contributions for the employees. 

The percent contributed below the monthly compensation breakpoint is 0%. 
The monthly compensation breakpoint is $133.33. 
The percent contributed above the monthly compensation breakpoint is 7%. 

Refund of Employee Contributions 

If the member's service with the employer ends, and if the member does not satisfy the eligibility conditions 
for any of the retirement benefits above, the member may elect to receive a refund of his or her employee 
contributions, which are credited annually with 6% interest. 
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SUMMARY OF BENEFITS: COVERAGE GROUP 70003 

The following is a summary of the major plan provisions used in calculating the liabilities of the plan. Many of the 
statements in this summary are general in nature, and are intended to provide an easily understood summary of the 
complex Public Employees' Retirement Law. The law itself governs in all situations. 

RETIREMENT PROGRAM 

Service Retirement 

Eliqibilitr 
A CaiPERS member becomes eligible for Service Retirement upon attainment of age SO with at least 
5 years of credited service (total service across all CaiPERS employers, and with certain other 
Retirement Systems with which CaiPERS has reciprocity agreements) 

Benefit 
The Service Retirement benefit calculated for service earned by this group of employees is a monthly 
allowance equal to the product of the benefit factor, years of service, and final compensation, where 

• The benefit factor for this group of employees comes from the 3% at 60 Miscellaneous benefit 
factor table. The factor depends on the member's age at retirement. Listed below are the factors 
for retirement at whole year ages: 

3% at 60 
Retirement Miscellaneous 

Age Factor 

50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 & Up 

2.000% 
2.100% 
2.200% 
2.300% 
2.400% 
2.500% 
2.600% 
2.700% 
2.800% 
2.900% 
3.000% 

• The years of service is the amount credited by CaiPERS to a member while he or she is employed 
in th is group (or for other periods that are recognized under the employer's contract with 
CaiPERS). For a member who has earned service with multiple CaiPERS employers, the benefit 
from each employer is calculated separately according to each employer's contract, and then added 
together for the total allowance. Any unused sick leave accumulated at the time of retirement will 
be converted to credited service at the rate of 0.004 years of service for each day of sick leave. 

• The final compensation is the monthly average of the member's highest 12 consecutive months' 
full-time equivalent monthly pay (no matter which CaiPERS employer paid this compensation). The 
employees in this group are not covered by Social Security. The final compensation is not offset by 
a dollar amount. 

• The Service Retirement benefit is not capped. 

Vested Deferred Retirement 

Eligibility for Deferred Status 
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A CaiPERS member becomes eligible for a deferred vested retirement benefit when he or she leaves 
employment, keeps his or her contribution account balance on deposit with CaiPERS, and has earned at 
least 5 years of credited service (total service across all CaiPERS employers, and with certain other 
Retirement Systems with which CaiPERS has reciprocity agreements). 

Eliqibi/ity to Start Receiving Benefits 
The CaiPERS member becomes eligible to receive the deferred retirement benefit upon satisfying the 
eligibility requirements for Deferred Status and upon attainment of age 50. 

Benefit 
The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit 
factor is based on the member's age at allowance commencement. For members who have earned service 
with multiple CaiPERS employers, the benefit from each employer is calculated separately according to each 
employer's contract, and then added together for the total allowance. 

Non-Industrial (Non-Job Related) Disability Retirement 

Eliqibi/ity 
A CaiPERS member is eligible for Non-Industrial Disability Retirement if he br she becomes disabled and has 
at least 5 years of credited service (total service across all CaiPERS employers, and with certain other 
Retirement Systems with which CaiPERS has reciprocity agreements). There is no special age requirement. 
Disabled means the member is unable to perform his or her job because of an illness or injury which is 
expected to be permanent or to last indefinitely. The illness or injury does not have to be job related. A 
CaiPERS member must be actively working with any CaiPERS employer at the time of disability in order to 
be eligible for this benefit. 

Benefit 
The Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8% of final 
compensation, multiplied by setvice, which is determined as follows: 
• setvice is CaiPERS credited service, for members with less than 10 years of service or greater than 

18.518 years of service; or 
• setvice is CaiPERS credited service plus the additional number of years that the member would have 

worked until age 60, for members with at least 10 years but not more than 18.518 years of service. 
The maximum benefit in this case is 33 1/ 3% of Final Compensation. 

Members who are eligible for a larger service retirement benefit may choose to receive that benefit in lieu of 
a disability benefit. Members eligible to retire, and who have attained the normal retirement age 
determined by their service retirement benefit formula, will receive the same dollar amount for disability 
retirement as that payable for service retirement. For members who have earned service with multiple 
CaiPERS employers, the benefit attributed to each employer is the total disability allowance multiplied by the 
ratio of service with a particular employer to the total CaiPERS service. 

Post-Retirement Death Benefit 

Lump Sum Pavment 
Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree's designated 
survivor(s), or to the retiree's estate. 

Form of Payment for Retirement Allowance 

Generally, the retirement allowance is paid to the retiree in the form of an annuity for as long as he or she 
is alive. The retiree may choose to provide for a portion of his or her allowance to be paid to any 
designated beneficiary after the retiree's death. CalPERS provides for a variety of such benefit options, 
which the retiree pays for by taking a reduction in his or her retirement allowance. The larger the amount 
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to be provided to the beneficiary is, and the younger the beneficiary is, the greater the reduction to the 
retiree's allowance. 

For retirement allowances with respect to service earned by employment in this group, 50% of the 
reti rement allowance will automatically be continued to certain statutory beneficiaries upon the death of the 
retiree, without a reduction in the retiree's allowance. This additional benefit is often referred to as post 
retirement survivor allowance (PRSA) or simply as survivor continuance. 

In other words, 50% of the allowance, the continuance portion, is paid to the retiree for as long as he or 
she is alive, and that same amount is continued to the retiree's spouse (or if no eligible spouse, to 
unmarried children until they attain age 18; or, if no eligible children, to a qualifying dependent parent) for 
the rest of his or her lifetime. 

The remaining portion of the retirement allowance, which may be referred to as the option portion of the 
benefit, is paid to the retiree as an annuity for as long as he or she is alive. Or, the retiree may choose to 
provide for some of this option portion to be paid to any designated beneficiary after the retiree's death. 
CaiPERS offers a variety of such benefit options, which the retiree pays for by taking a reduction to the 
option portion of his or her retirement allowance. 

Pre-Retirement Death Benefits 

Basic Death Benefit 

Eligibility 
An employee's beneficiary (or estate) may receive the Basic Death benefit if the member dies while 
actively employed. A CaiPERS member must be actively employed with the CaiPERS employer 
providing this benefit to be eligible for this benefit. A member's survivor who is eligible for any 
other pre-retirement death benefit described below may choose to receive that death benefit 
instead of this Basic Death benefit. 

Benefit 
The Basic Death Benefit is a lump sum in the amount of the member's accumulated contributions, 
where interest is currently credited at 7.75% per year, plus a lump sum in the amount of one 
month's salary for each completed year of current service, up to a maximum of six months' salary. 
For purposes of this benefit, one month's salary is defined as the member's average monthly full
time rate of compensation during the 12 months preceding death. 

1957 Survivor Benefit 

Eligibility 
An employee's eligible survivor(s) may receive the 1957 Survivor benefit if the member dies while 
actively employed, has attained at least age SO, and has at least 5 years of credited service (total 
service across all CaiPERS employers and with certain other Retirement Systems with which 
CaiPERS has reciprocity agreements). A CaiPERS member must be actively employed with the 
CaiPERS employer providing this benefit to be eligible for this benefit. An eligible survivor means 
the surviving spouse to whom the member was married at least one year before death or, if there 
is no eligible spouse, to the member's unmarried children under age 18. A member's survivor may 
choose this benefit in lieu of the Basic Death benefit or the Special Death benefit. 

Benefit 
The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified Service 
Retirement benefit that the member would have been entitled to receive if the member had retired 
on the date of his or her death. If the benefit is payable to the spouse, the benefit is discontinued 
upon the death of the spouse. If the benefit is payable to a dependent child, the benefit will be 
discontinued upon death or attainment of age 18, unless the child is disabled. There is a 
guarantee that the total amount paid wi ll at least equal the Basic Death benefit. 
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Beginning the second calendar year after the year of retirement, retirement and survivor al lowances will be 
annually adjusted on a compound basis by 2%. However, the cumulative adjustment may not be greater 
t han the cumulative change in the Consumer Price Index since the date of retirement. 

Purchasing Power Protection Allowance (PPPA) 

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-living 
adjustments that are intended to maintain an individual's allowance at 80% of the initial allowance at 
retirement adjusted for inflation since ret irement. The PPPA benefit will be coordinated with other cost-of
living adjustments provided under the plan. 

Employee Contributions 

Each employee contributes toward his or her retirement based upon the following schedule. The employer 
may choose to "pick-up" these contributions for the employees. 

The percent contributed below the monthly compensation breakpoint is 0%. 
The monthly compensation breakpoint is $0. 
The percent contributed above the monthly compensation breakpoint is 8%. 

Refund of Employee Contributions 

If the member's service with the employer ends, and if the member does not satisfy the eligibi lity conditions 
for any of the retirement benefits above, the member may elect to receive a refund of his or her employee 
contributions, which are credited annually with 6% interest. 

1959 Survivor Benefit Fourth Level 

This benefit is not included in the results presented earlier in this valuation. For more information on this 
benefit go to the CaiPERS website at www.calpers.ca .gov. 
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n~fiormaltfion for Comc»Uance wEtfrft GASB St:a ement 
CIJ.27 

Under GASB 27, an employer reports an annual pension cost (APC) equal to the annual required contribution 
(ARC) plus an adjustment for the cumulative difference between the APC and the employer's actual plan 
contribut ions for the year. The cumulative difference is called the net pension obligation (NPO). The ARC for 
the period July 1, 2008 to June 30, 2009 has been determined by an actuarial valuation of the plan as of June 
30, 2006. The contribution rate for the indicated period is 20.917% of payrol l. In order to calculate the dollar 
value of the ARC for inclusion in financia l statements prepared as of June 30, 2009, this contribution rate, as 
modified by any amendments for the year, would be multiplied by the payroll of covered employees that was 
actually paid during the period July 1, 2008 to June 30, 2009. The employer and the employer's auditor are 
responsible for determining the NPO and the APC. 

Note: If an agency elects the Annual Lump Sum Prepayment Option, the ARC for the period July 1, 2008 
through June 30, 2009 is $3,347,712 plus the contribution, if any, for the 1959 Survivor Program. 

A summary of principal assumptions and methods used to determine the ARC is shown below. 

Valuation Date 
Actuarial Cost Method 
Amortization Method 
Average Remaining Period 
Asset Valuation Method 
Actuarial Assumptions 

Investment Rate of Return 
Projected Salary Increases 
Inflation 
Payroll Growth 
Individual Salary Growth 

Retirement Program 
June 30, 2006 
Entry Age Actuarial Cost Method 
Level Percent of Payroll 
30 Years as of the Valuation Date 
15 Year Smoothed Market 

7.75% (net of administrative expenses) 
3.25% to 14.45% depending on Age, Service, and type of employment 
3.00% 
3.25% 
A merit scale varying by duration of employment coupled with an 
assumed annual inflation growth of 3.00% and an annual production 
growth of 0.25%. 

Initial unfunded liabilities are amortized over a closed period that depends on the plan's date of entry into 
CaiPERS. Subsequent plan amendments are amortized as a level percentage of pay over a closed 20-year 
period. Gains and losses that occur in the operation of the plan are amortized over a 30 year rolling period, 
which results in an amortization of about 6% of unamortized gains and losses each year. If the plan's accrued 
liability exceeds the actuarial value of plan assets, then the amortization payment on the total unfunded liability 
may not be lower than the payment calculated over a 30 year amortization period. More complete information 
on assumptions and methods is provided in Appendix A of this report. Appendix B contains a description of 
benefits included in the valuation. 

The Schedule of Funding Progress below shows the recent history of the actuarial value of assets, actuarial 
accrued liability, their relationship, and the relationship of the unfunded actuarial accrued liability to payroll. 

Valuation Accrued Actuarial Value Unfunded Funded Ratios Annual ULAs a 
Date Liability of Assets (AVA) Liability (UL) Covered 0/o of 

(AVA) Market Payroll Payroll 
(a) (b) (a)-(b) (b)/(a) Value (c) [(a)-(b)]/(c) 

06/ 30/04 $ 74 370 533 $ 58 082 900 $ 16 287 633 78.1% 76.9% $ 13 033,889 125.0% 
06/ 30/05 83 548 394 64 567 789 18 980 605 77.3% 79.6% 13 628 915 139.3% 
06/ 30/06 93 375 572 71 283 269 22 092 303 76.3% 80.8% 15 093 526 146.4% 
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Accrued Liability (also called Actuarial Accrued Liability or Entry Age Normal Accrued Liability) 
The total dollars needed as of the valuation date to fund all benefits earned in the past for current 
members. 

Actuarial Assumptions 
Assumptions made about certain events that will affect pension costs. Assumptions generally can be broken 
down into two categories: demographic and economic. Demographic assumptions include such things as 
mortality, disability and retirement rates. Economic assumptions include investment return, salary growth 
and inflation. 

Actuarial Methods 
Procedures employed by actuaries to achieve certain goals of a pension plan. These may include things 
such as funding method, setting the length of time to fund the past service liability and determining the 
actuarial value of assets. 

Actuarial Valuation 
The determination, as of a valuation date, of the normal cost, actuarial accrued liability, actuarial value of 
assets and related actuarial present values for a pension plan. These valuations are performed annually or 
when an employer is contemplating a change to their plan provisions. 

Actuarial Value of Assets 
The actuarial value of assets used for funding purposes is obtained through an asset smoothing technique 
where investment gains and losses are partially recognized in the year they are incurred, with the remainder 
recognized in subsequent years. 

This method helps to dampen large fluctuations in the employer contribution rate. 

Amortization Bases 
Separate payment schedules for different portions of the unfunded liability. The total unfunded liability of a 
risk pool or non-pooled plan can be segregated by "cause", creating "bases" and each such base will be 
separately amortized and paid for over a specific period of time. This can be likened to a home mortgage 
that has 24 years of remaining payments and a second on that mortgage that has 10 years left. Each base 
or each mortgage note has its own terms (payment period, principal, etc.) 

Generally in an actuarial valuation, the separate bases consist of changes in unfunded liability due to 
amendments, actuarial assumption changes, actuarial methodology changes, and gains and losses. 
Payment periods are determined by Board policy and vary based on the cause of the change. 

Amortization Period 
The number of years required to pay off an amortization base. 

Annual Required Contributions (ARC) 
The employer's periodic required annual contributions to a defined benefit pension plan as set forth in GASB 
Statement No. 27, calculated in accordance with the plan assumptions. The ARC is determined by 
multiplying the employer contribution rate by the payroll reported to CaiPERS for the applicable fiscal year. 
However, if this contribution is fully prepaid in a lump sum, then the dollar value of the ARC is equal to the 
Lump Sum Prepayment. 

Entry Age 
The earliest age at which a plan member begins to accrue benefits under a defined benefit pension plan or 
risk pool. In most cases, this is age of the member on their date of hire. 

Entry Age Normal Cost Method 
An actuarial cost method designed to fund a member's total plan benefit over the course of his or her 
career. This method is designed to yield a rate expressed as a level percentage of payroll. 

D-1 



CALPERS ACTUARIAL VALUATI C. JUNE 30, 2006 APPENDIX D 
GLOSSARY OF ACTUARI AL TERMS 

(The assumed ret irement age less t he entry age is the amount of time required to fund a member's total 
benefit. Generally, the older a member on the dat e of hire, the greater the entry age normal cost. This is 
mainly because there is less time to earn investment income to fund the future benefits. ) 

Excess Assets 
When a plan's actuarial value of assets is greater than its accrued liability, the difference is t he plan's excess 
assets. A plan with excess assets is said to be overfunded. The result of having excess assets is that the 
plan may temporarily reduce future contributions. 

Fresh Start 
A fresh start is the single amortization base created when multiple amortization bases are collapsed into one 
base and amortized over a new funding period. 

Funded Status 
A measure of how well funded a plan is. Or equivalently, how "on track" a plan is with respect to assets vs. 
accrued liabilities. We calculate a funded ratio by dividing the market value of assets by the accrued 
liabilit ies. A ratio greater than 100% means the plan or risk pool has more assets than liabilities and a ratio 
less than 100% means liabilities are greater than assets. 

GASB 27 
Statement No. 27 of the Governmental Accounting Standards Board. The accounting standard governing a 
state of local governmental employer's accounting for pensions. 

Lump Sum Contribution 
A payment made by the employer ~o reduce or eliminate the unfunded liability. 

Normal Cost 
The annual cost of service accrual for the upcoming fisca l year for active employees. The normal cost 
should be viewed as the long term contribution rate. 

Pension Actuary 
A person who is responsible for the ca lculations necessary to properly fund a pension plan. 

Prepayment Contribution 
A payment made by the employer to reduce or el iminate the year's required employer contribution. 

Present Value of Benefits 
The total dollars needed as of the valuation date to fund all benefits earned in the past or expected to be 
earned in the future for current members. 

Rolling Amortization Period 
An amortization period that remains the same each year, rather than declining. 

Superfunded 
A condition existing when the actuarial va lue of assets exceeds the present value of benefits. When this 
condition exists on a given valuation date for a given plan, employee contributions for the rate year covered 
by t hat valuation may be waived. 

Unfunded Liability 
A plan with an actuarial value of assets below the accrued liability is said to have an unfunded liability and 
must temporari ly increase contributions to get back on schedule. 
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