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MINUTES OF MEETING OF THE HUMAN RESOURCES AND

FINANCE COMMITTEES
LANE TRANSIT DISTRICT BOARD OF DIRECTORS

February 24,2009

PursuanttonoticegiventofheRegister'GuardforpublicationonFebruary19'2009'and
OiitrlUuteO to person-s on the mailingiist of the Districi, a meeting of the Lane Transit District

Aoara of Direitors Human Resourcei Committee and Finance Committee was held at 4 p m on

Tuesday, February 24,2oog' in the District's conference room at 3500 E 17h Avenue' Eugene'

f[" toffi,*i"g Minutes relate t; business conducted during the meeting by the Board Finance

Committee.

Present: Michael Dubick, Chair
Gerry Gaydos
Ed Necker

, Director of Human Resources and Risk Management

son, Director of Finance and Information Technology

Mark Pangborn, Gene!-el I'"43nage

Jeanne S-happer' Clerk of the Board/Recording Secretary

CALL TO ORDER - Mr. Dubick called the meeting to order at 3:58 p'm'

DRAFTREQUESTFoRPRoPosALSFoRAUD|TSERV|GES:ChiefAccountanV|nterna|
Auditor Carol James presented information on

firms are scored based on a point system: 75

Mr. Dubick stated that he had reviewed the Request for Proposal and found it to, be solid The

three Board members "r' "tr"LJ-*itn 
the staff recommendation for the auditor's selection

process.

LTD RETIREMENT PROPOSAL: Ms' Adam

has a five-member advisory committee set

makes decisions about the program About

fee structures of the investment options tor t

ated the Executive Summary'

LTD BOARD FINANCE
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Mr. Hausam, Certified Financial Planner, said that the discussion of the proposal would include

the relationship with the District over the last decade and the relationship with parent company,
AlG. AIG began its relationship with LTD with the defened compensation plan, which is a
voluntary plan that anyone at the District could use to set money aside on a pretax basis for
retirement. A few years later, AIG began working with the 4014 salary plan for Administrative
employees, and AIG was the sole provider for investments in that plan. A few years later as

assets grew, the fee structure was reducedi therefore, the amount that went to AIG was less

and the amount remaining in employees' accounts was greater.

Mr. Hausam continued. The next proposal is to mOve from an annuity platform to a mutual fund
platform, which comes with a reduction in Valic fees and an increase in retum for clients that

stay with the plan. On average, the fee structure in the new plan is about one half of a percenl

lower: a reduction on average of 1.7 percent to 1 .2 perceni. The proposed platform would have

fewer fund options than the current plan. Studies have shown that a couple of dozen funds is

preferred to facilitate ease in decision making.

The current plan has more than 60 funds; the proposed plan has about two dozen funds' Mr'
Hausam stated that it seemed to make sense to move to a mutual fund platform with a less

daunting ai^i'ay of options.

Valic, a wholly owned subsidiary, has been in business since 1955. In 2001 Valic was acquired
by AlG, who elected to maintain Valic and other companies it acquired as wholly owned
subsidiaries. With regards to the recent unfavorable news concerning AlG, Valic has an
independent balance sheet separate from RlG. AIG has no access to Valic's client's
investments and does not have access to Valic's operating profits. Actions which may have
affected AIG's credit rating would not affect Valic's. Valic's bond rating remains strong. Fixed
investments, such as those maintained in LTD'S plan, are highly regulated and significant
reseryes are set aside in addition to the funds invested by clients. lt is known that as of the last
four to flve months, AIG has indicated that they are seeking a buyer for Valic. lt is imagined that
by the end of the year, Valic will not be part of AlG.

In response to a question from Mr. Necker, Mr. Hausam said that when a company offers a
fixed investment (people put money in with a fixed rate of return), that type of investment is
highly regulated. Additional monies are required to have in reserves in case there is a period of
time that the investments do not perform up to that fixed-return level. The return on investments
would be protected. Currently, for every $1.00 in investments, $.92 in reserves is set aside. ln
the current proposal, variable investments (mutual funds) perform gaining or losing with the
market and don't have a back uo of reserves. A true fixed account does.

Mr. Dubick asked if, in switching from variable annuities to mutual funds, would employees have
to roll from one fund to another? Will they need to pick specific funds and then move funds from
one account to another, doing paperwork from one company to another? Mr. Hausam
responded that in the transition from the old to the new plan, Valic would declare that all funds
of a certain type in the old plan would map over to a similar platform in the new plan. lf an
employee wishes to move funds to a different arrangement than the current one, he/she is free
to do that. All of these activities would take place under a tax sheltered umbrella so that there
would be no 1099 reporting or impacts of that nature.

Mr. Kortge stated that there are advantages to variable annuities and asked if Valic could simply
reduce the costs. Mr. Hausam stated that the cost was reduced earlier during the relationship
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with LTD; however, the structure of the mutual fund platform has lower costs for Valic as well,
which is passed on to the client. The lowest cost annuity platform would not be as low. Also,
even though this is a mutual fund platform, as people retire, if they want to annuitize their
balance (which offers a lifetime stream of income), they would have that option. This is

consistent with both the old and new plans.

Ms. Hellekson clarified that the 457 Deferred Compensation plan is the public sector version of
a 4O1K and has an advisory committee that makes decisions within the rules of the plan, but the
trustee for the plan is LTD. This means that plan changes and amendments have to be
approved by the Board of Directors. This is not true for changes in the retirement plans.

Ms. Adams added that monies from both plans would be moved to the proposed rnodel.

Mr. Dubick wished to confirm that because fees were lower in the new plan, that more money
would be available for employees' investments. Mr. Pangborn confirmed Mr' Dubick s

assessment and added that employees support the change.

Mr. Gaydos asked for clarification as to the risk to employees in each plan. Ms. Hellekscn
responJed that the risk is about ihe same. She added that having fewer choices may be easier
for most employees. ln addition, 1.26 percent is a fee average. Actual fees will be disclosed in

the cost structure to employees so that they may make informed decisions.

Mr. Necker moved that the proposal to modify LTD's 457(b) and 401(a) Retirement Plans, as

desci.lbed in the Executive Surnmary presented by AlG-Valic, be fonrvarded to the full LTD

Board of Directors for discussion and approval. Mr. Dubick provided the second.

The motion was aoproved as follows:
AYES: Dubick, Kortge, Necker (3)
NAYS: None

LTD PENSION PLAN FUNDING: Ms. Adams reiterated that the reason that members of both

committees were asked to meet together was because the issue has implications to both

Human Resources and Finance processes. Long-term funding of both the ATU and salaried
plans will be discussed. A second item to be discussed involves adding formal language to both

olans that describes circumstances in which COLAs could be provided to retirees.

Each olan has a separate board of trustees. January 2008 was the last time an actuarial

assessment was performed. At that time, the funding level for the ATU plan was 55.7 percent.

The actuary estimates that the level will be lower (46 percent) in the 2010 assessment, based

on the reduced earnings incurred in the down market during the last several months

The Board made a policy decision about three years ago to increase the District's contribution

over a 2O-year period in order to fully fund both pension plans at '100 percent. lt is certain that

when the iO'10 assessment is received, it will be determined that LTD will need to make a larger

contribution than is currently being contributed. In response to a comment from Mr. Kortge
regarding changing the policy, Ms. Adams said that there are pension plans that have less than

a 100 percent funding goal.

LTD BOARD FINANCE
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LTD contributes $3.69 for every hour worked towards the cost of this plan for representative
employees, which amounts to approximatety $2 million of the current budget. Ms. Hellekson
added that the benefit is specified by contract; the contribution is specified by actuary.

Ms. Adams added that this amounts to a $420,000 to $700,000 increase in 2010 to make up for
recent investment losses of approximately 31 percent. In response to a request from Mr,
Dubick, Ms. Adams said that she would get the dollar figure that corresponds to the recent
investment losses. Ms. Adams added that investment cycles are cyclical; there are
turnarounds. The District had a very strong investment cycle over the last twenty years and is
expecting the same in the next twenty years. Investments should be thought of in the long term.

The salaried plan is managed by a different set of trustees. The funding level is higher and is
estimated to be higher than the ATU funding level--mostly because of increases in the ATU
retirement plan in the last several years that has not occurred with the salaried plan. The ATU
plan also has a bigger pool of money, so perhaps more investment losses have occurred. The
plan funding level estimated for 2009 is 61 percent, which is more favorable, perhaps due to the
smaller pool of money involved.

The contribution for the salaried plan dlffers from the ATU plan in that it is a percentage of
wages as opposed to cents per hour. The percentage is 16.2 percent or approximately $1
million in the current budget. The increase that is projected for this plan is approximately
$176,000, bringing the annual contribution up to more than g1 million.

Mr. Pangborn adcied a thought: The actuarial ioss on the market value of assets (ATU ptan) for
the 2008 calendar year was about $5.7 million. Ms. Hellekson added that estimates are on a
two-year actuarial cycle. Typically the contribution rate is changed every two years after the
analysis is done. Staff propose that the District deai with the problem now, rather than wait a
year and a half, or July 1, 2010.

Ms. Adams continued. Retirees are dealing with the same economic issues that most active
employers and plans are dealing with, and they are asking about potential COLAs (Cost of
Living Adjustment). The District has not implemented a COLA for retirees in the salaried plan
since 1999. ATU retirees received the last COLA adjustment two years ago and have had more
years wth adjustrnents than not, but still not every year. In the last tv/o years, neither set of
trustees approved a COLA. The ATU plan is the only plan that contains COLA language, which
states that trustees are required to consider a coLA once each year. The salaried pran
contains no COLA language.

Mr. Gaydos inquired about a tiered approach, switching to defined contribution plans. Ms,
Adams answered that this is a possibility. Plan design changes are cerlainly something that the
trustees could review. Alternatives, such as joining PERS, have been discussed in the past.

Mr. Gaydos suggested a cap on the liability, with new employees added to a new ptan. He
stated his support of the plan in the short term; however, in the long term he questioned the
financial feasibility of the current plan.

Mr. Kortge added that with a defined contribution in a private plan, retirees may get an increase
or a significant decrease in benefits. The positive aspect of a defined benefit is that there js a

LTD BOARD FINANCE
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guaranteed income. lt seems that the tradeoff should be a fixed benefit for no COLA. lf COLA

language is added, it should be tough language.

Mr. Pangborn referred to the PERS model, which kept a defined benefit plan, but reduced the

benefit,6.9. Tier 1, Tier 2, and Tier 3. Tier 3 will earn less than Tier 2 or Tier 1 because the

p[n" ur" ioo costly, Another option is to migrate from a defined benefit plan to a hybrid, which

is half defined benefit and half defined contributi( n

Mr. Dubick said that there should be a minimum actuarial level in the account in order to have

any hope of maintaining the system. Perhaps the language should state something to the effect

that the funds need to exceed the minimum amount, and then a coLA could be considered lf

that level is not achieved, the COLA should not be an option'

At the request of Mr. Kortge, ATU representative Brian Pasquali offered the union's perspective'

He said that it had been two years since retirees had enjoyed a coLA adjustment. Ms. Adams

confirmed that the pension pian requires that the trustees consider a COLA once each year.

Ms. Hellekson clarified that the union contract, however, does not contain any such language'

Mr'Dubickaskedifemp|oyeeshadconsideredpayingsomeoftheretirementmoney'LTDcan
afford to contribute only so much and stay viablj. At the same time, that viable amount may not

come anywhere near the amount needed to pay future retirees'

Mr.PangbornreiteratedthatDistrictrepresentativesWou|dbebackinnegotiationswiththe
union in about one year. A number of issues will be on the table, and retirement will be one of

the issues. Salem Transit does not have a defined benefit plan; it is a defined .contribution'
*ni"n ."un. that the employer puts up something and lhe employee puts up something'

s. Adams said that staff are working on COLA
ally in o

und Pl e

aooul

NEXT MEETING - The next meeting of the committee will be held at 4 p m on May 12 to maKe

the final selection of the auditor'

ADJOURNMENT - There was no further discussion, and the meeting adiourned at 5:03 p'm'
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MINUTES OF FINANCE COMMITTEE MEETING

LANE TRANSIT DISTRICT BOARD OF DIRECTORS

May 12, 2OO9

Pursuant to notice given to lhe Register-Guard lor publication on May 10, 2009, and distributed
to persons on the mailing list of the District, a meeting of the Lane Transit District Board of
Directors Finance Committee was held on May 12,2009, at Lane Transit District, 3500 East
17th Avenue, Eugene.

PRESENT - Mike Dubick, Dean Kortge, Ed Necker

CALL TO ORDER - Mr. Kofige, chair of the committee, called the meeting to order at 3:58 p.m.

ROLL CALL - All committee members were in attendance. The following LTD staff also was
present: Diane llellekson, Carol James, Andy Vobora, J€anette Bailor, Stefano Viggiano, and
Chris Thrasher.

MINUTES - Minutes from the February 18, 2009, meeting were approved by the committee.

FARE POLICY UPDATE - Mr. Vobora, director of service planning, accessibility, and marketing,
nrnvi4ed the .ominiltce ,"^-,ith .c.^mman.lqd rrndatcq t^ thA Fera Pnlinv ln rt]flo.t lha 2nnR
ciecision io eiiminate token saies and revise the Not-for-Profit Agency Discount Program.

Currently, the District offers private nonprofit agencies the opportunity to purchase LTD fare
media at a 50 percent discount. This discount is granted in recognition of a community need for
transportation services for individuals and families who are working with these agencies to seek
employment, housing, and medical services.

Mr. Vobora reviewed the updated guidelines for purchasing fare media through this program,
which included replacing tokens with a day pass coupon and replacing the monthly cap with an
$80,000 annual program cap. Agencies will be required to recertify with LTD by submitttng an
application and signing that they understand that they could be dropped from the program if
they do not abide by the new guidelines. The Finance Department will assume the
responsibilities of filling the orders.

Staff hopes to flush all the tokens out of the system by the end of December 31, 2009.

Mr, Kortge recommended clarifying what the $80,000 annual program limit is based on.
Ms. Hellekson, director of finance and information technology, stated that the amount is based
on an estimate.

In response to a question from Mr. Dubick, Mr. Vobora stated that when the program started in
1985, the limit was $12,000 a year. Over the years, the Board of Directors has increased the
amount as the community needs have grown.

LTD BOARD FINANCE
COMMITTEE MEETING
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Mr. Vobora stated that LTD received two grants from the City of Eugene under their homeless
transporiation program, which allows noffor-profit agencies to buy fares at a 75 percent

discount until the funds run out.

The committee approved presenting the Fare Policy changes to the full Board.

EXECUTIVE SESSION - The committee moved into executive session at 4:12 p.m. pursuant to

ORS 192.660(2XD to evaluate proposals for audit services and to select a firm to recommend to

the full Board in May.

RETURN TO OPEN SESSION: The executive session ended at 4:48 p.m. and returned to

ooen session.

NEXT MEETING - Ms. Hellekson reminded the committee of the Budget committee meeting on

May 20.

oTHER - Ms. Hellekson stated that payroll tax receipts werg at 99.3 percent of last year's

receipts.

ADJOURNMENT - There was no further discussion, and the meeting adjourned at 4:52 p m.

(Recarded and tianscribed b!' chris Thrash€r' Lane Transit Dist!'ict)

Q:\REFERENCE\BOARD PACKETUOO9\o5\FINANCE COMMITTEE 5-12-09\MINUTES $12-09 DOCX
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FINANCE COMMITTEE AGENDA ITEM SUMMARY

DATE OF MEETING:

ITEM TITLE:

PREPARED BY:

ACTION REQUESTED:

BACKGROUND:

ATTAGHMENTS:

October 12,2010

LANE TMNSIT DISTRICT PENSION PLAN FUNDING

Diane Hellekson, Director of Finance and Information Technology

None

As most Board members know, the features and cost of funding public

entity pension plans are controversial topics these days. While, LTD is not
a member of the Public Employee Retirement System, employees are
covered by one of two defined benefit plans depending on employment
status. Employees represented by Amalgamated Transit Union 757 are
mvered by the Lane Transit District and Amalgamated Transit Union, Local
No. 757, Pension Trust. Administrative employees are covered by the
Lane Transit District Salaried Employees' Retirement Plan. Both plans

currently assume full funding over a twenty-year period and 7.5 percent
return on the investment of plan assets, down from 8 percent that was the
actuarial assurnption until 2006. Despite the more consewative retum on
investment (ROl) assumption, both plans have large and growing unfunded
liabilities, and the portfolios are eaming significantly less than 7.5 percent.

The unfunded liability for the ATU plan was $14,017,672 on January 1,

2010. The unfunded liability for the salaried plan was $4,503,51 2 on
July 1, 2009.

The purpose of the committee discussion on October 12 will be to
consider the validity of the actuarial assumptions for both plans, primarily
ROl, and discuss the advantages and disadvantages of reducing the ROI
assumption. The possibility of controlling plan costs by changing the
features of both plans for prospective employees will be a discussion item
for lhe Human Resources Committee, which will meet later on
October 12.

1) September 18,2010, Wall Street Journal Article
2) July 1 , 2009, Actuarial Valuation for the Administrative Plan
3) January 1 , 2010, Actuarial Valuation for the ATU Plan
4) Milliman Analysis of 6.5 Percent Return on Investment Assumption

Qr\roference\board packet\2o10\1o\Finance Comm Mtg 10-12-1o\fin comm pension cover 10'12-10 docx
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Milliman 111 SW Fifrh Aven'i€
Suite 3700
Poiland, OR 97204
USA

let +1 503 227 0634
Fax +1 503 227 7956

January 29, 2010

Trustees
Lane Transil District Salaried

Employees' Retirement Plan

Dear Trustees:

As requested, we have completed an actuarial valuation of the Lane Transit District
Salaried Employees' Retirement Plan as of July 1, 2009 for determining contributions for
the fiscal years ending June 30, 201 1 and June 30,2012 and for fultilling acccunting
requirements under GASB Statements No. 25 and 27. Our findings are set forth in this
valuation report. This report reflects the benefit provisions in effect as of July 1 , 2009.

In preparing our report we relied without audit on information (some oral and some in
writing) supplied by Kernutt Stokes Brandt & Co., LLP (KSB) and the District. This
information includes, but is not limited to, statutory provisions, employee data, and
unaudited financial information. We found thrs information to be reasonably consistent and
comparable with information used for other purposes. The valuation results depend on the
integrity of this information. lf any of this information is inaccurate or incomplete our results
may be different and our calculations may need to be revised.

AII costs, liabilities, rates of interest, and other factors for the PIan have been determined
on the basis of actuarial assumptions and methods which are individually reasonable
(taking into account the experience of the Plan and reasonable expectations); and which, in
combination, offer our best estimate of anticipated experience affecting the Plan.
Nevertheless, the emerging costs will vary from those presented in this report to the e):tent
actual experience differs from that projected by the actuarial assumptions.

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 our assignment, we did not perform an analysis of the potential range of future
measurements. The Board of Trustees has the final decision regarding the approprtate-
ness of the assumptions.

Actuarial computations presented in this report are for purposes of determining the
recommended funding amounts for Lane Transit District Salaried Employees' Retirement
Plan. Actuarial computations presented in this repod under GASB Statements No, 25
and 27 are for purposes of fulfilling financial accounting requirements. The computations
prepared for these two purposes may differ as disclosed in our report. The calculations in

-,:rct:rvoe LTD BoARD FINANCE
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Trustees
Lane Transit District Salaried Employees' Retirement Plan
January 29,2010
Page 2

the enclosed report have been made on a basis consistent with our understanding of the
District's funding requirements and goals. The calculations in this report have been made
on a basis consistent wth our understanding of GASB Statements No.25 and 27 .

Determinations for purposes other than meeting ihese requirements may be significantly
. different from the results contained in this report. Accordingly, additional determinations

may be needed for other purposes.

Milliman's work is prepared solely for the internal business use of the Lane Transit District
Salaried Employees' Retirement Plan. To the extent that Milliman's work is not subject to
disclosure under applicable public records laws, Milliman's work may not be provided to
third parties without Milliman's prior written consent. Milliman does not intend to benefit or
create a legal duty to any third party recipient of its work product. Milliman's consent to
release its work product to any third party may be conditioned on the third party signing a
Release, subject to the following exception(s):

(a) The Plan may provide a copy of Milliman's work, in its entirety, to the Plan's
professional service advisors who are subject to a duty of confidentiality and who
agree to not use Milliman's work for any purpose other than to benefit the Plan.

(b) The System may provide a copy of Milliman's work, in its entirety, to other
governmental entities, as required by Iaw,

No third party recipient of Milliman's work product should rely upon llilliman's work product.
Such recipients should engage qualified professionals for advice appropriate to their own
soecific needs.

The consultants who worked on this assignment are pension actuaries. Milliman's advice is
not intended to be a substitute for qualjfied legal or accounting counsel.

On the basis ofthe foregoing, we hereby certify that, to the best ofour knowledge and
belief, this report is complete and accurate and has been Dreoared in accordance with
generally recognized and accepted actuarial principles and practices. We are members of
the American Academy of Actuaries and meet the Qualification Standards to render the
actuarial opinion contained herein.

We respectfully submit the following report, and we look forward to discussing it wjth you.

SincerelV,
/) ^ l. t

//1,* /( /n**- ffir f. ?,n^_
Ladd E. Preppernau,'FS,q, EA, MAAAPeter R. Sturdivan, FSA, EA, N4AM

Principal and Consulting Actuary

PRS:cjs

Consulting Actuary

LTD BOARD FINANCE
COIVMITTEE N/EETING
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LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

ACTUARIAL VALUATION
AS OF JULY I, 2OO9
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LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

sEcTloN 1

SUMMARY OF THE FINDINGS

Puroose

This report presents the results of the actuarial valuation of the Lane Transit District Salaried
Employees' Retirement Plan as of July 1 , 2009. The purpose of this report is to:

. determine the funded status of the Plan as of July 1, 2009,

. calculate a recommended contribution to fund the Plan's benetits for the fiscal vear
beginning July 1, 2010, and

. develop the disclosure information required by the Government Accounting Standards
Board as of June 30, 2009.

Section 1 of this report summarizes the important figures developed in this valuation. Section 2
discusses the actuarial concepts and methods upon which the findings are based.

Actuarial Assumptions and Methods

All of the calculations in this report are based on certain assumptions regarding the future
experience of the Plan. These assumptions are summarized in Appendix A of this valuation
report, along with a description of the actuarial methods used to determine the Plan's costs.
The following assumptions were changed for the January 1, 2009 Actuarial Valuation.

. Assumed future salary increases were changed from 5% per annum to 2%
per annum for two years and 5% per annum thereafter.

. The assumed amount of administrative expenses was increased from $36,000
to $45,000, payable at the beginning of the plan year.

Plan Benefits Valued

The results of this report are based on the 2001 Restated Lane Transit District Salaried
Employees' Retirement Plan as amended through the June 18, 2008 Sixth Amendment. There
were no material plan changes reflected in this valuation. A summary of the plan is found in
Aooendix B.

Participant Statistics

Appendix C contains a summary of the participant data upon which this valuation is based. The
data was provided by the City, and was accepted for valuation purposes without audit. lt should
be noted that if the data is inaccurate or incomplete, the valuation results may need to be
revised. A comparison of participants valued this year versus last year follows:

LTD BOARD FINANCE ;Tff",i"Jfi:::: 1
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PARTICIPANT STATISTICS

Retirees and Benefi ciaries

Average Monthly Benefit Paid From Trust

Vested Terminated Participants

Average Accrued Monthly Benefit

Hourly Plan Transfers

Average Accrued Monthly Benefit

Active Participants

Average Anticipated Salary
Average Age
Average Vesting Service

Total Participants

July 1, 2009

JO

$970

July 1, 2007

JZ

$923

40

$414

82

s64,402
49.4
12.5

loz

40

$4s7

4

$256

78

$61,910
49.3
12.1

154

Financial lnformation

The Plan's financial information was taken from an unaudited trial balance as of June 30, 2009
provided by Kernutt Stokes Brandt & Co., LLP (KSB). The Plan's investment return for the two-
year period ending June 30, 2009 is shown below:

Market Value Actuarial Value
Plan Year Rate of Return Rate of Return

2007 - 2008 -8.2Yo 3.3Yo

-11.7o/o

4.5%
2008 - 2009 -20.5%

Annualized Return -14.6%

The return on Actuarial value of Assets was greater than the return on Mafket value of Assets

due to the defenal of recent investment losses. The Plan's asset valuation method recognizes
investment gains and losses over a three-yeaI period in order to reduce volatility in the Plan's
recommended contribution level. As of July 1, 2009, the Actuarial Value of Assets has not

recognized $1,588,741 of past investment losses.

It is certain that the Plan's experience will differ from our actuarial assumptions, creating

actuarial gains and losses. This increase was primarily due to investment experience. The
losses due to investment experience were partially offset by salary, experience, and other
demographic Aains.

ll:trI\f#jgJ LrD BoARD FTNANCE
r.r'u'-." 0"""-""i '" COMMIfiEE MEETING
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Funded Status

FUNDED STATUS

Actuarial Accrued Liability

Actuarial Value of Assets

Market Value of Assets

Unfunded Actuarial Accrued Liability'

Funded Percentage based on
Actuarial Value of Assets

Funded Percentage based on
Market Value of Assets

July 1 , 2009

$ 14,035,959

$ 9,532,447

$ 7,943,706

$ 4,s03,512

July 1, 2007

$ 12,49s,s66

$ 9,377,540

$ 9,663,573

Q J, I TO,UZO

68%

57yo

75%

77yo

*Based on Actuarial Value of Assets and used in developing the recommended contribution
€te

RECOMMENDED CONTRIBUTION RATE

Calculated Vaiuation Conkibrltion Amount

Considered Payroll

Recommended Contribution Rate

Effective Dates of Contribution Rates
Beginning
Ending

July '1 , 2009

$ 952,334

$ 5,216,585

18.3%

July 1 , 2010
June 30,2012

July 1 . 2007

$ 789,134

$ 4,705,218

16.8%

July 1, 2008
June 30, 2010

LTD BOARD FINANCE
COMMITTEE MEETING
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Recommended Contribution Rate

The Plan's recommended contribution rate is the rate (as a percentage of base pay) to keep the
Plan on a sound actuarial basis in the future based on the procedures and assumptions
described in this report. The calculatec valuation contribution Amount is made up of three
components: Normal Cost (the annual cost of benefits eamed); anticipated operatjng
expenses; and a payment to amortize the PIan's Unfunded Actuanal Accrued Liability. The
Plan's recommended contribution rate beginning July 1 , 2O1rO is shown below, along with
comparable figures from the July 1, 2007 valuation report:

This wo product 
'NEs 
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The recommended contribution rate has increased trom 16.8%, as shown in our July 1, 2007
Valuation Reoort, to 18.3%. Below is a reconciliation of the recommended contributibn rate:

(1) 2007 Recommended Contribution Rate 16 8"/o

(2) Increase (Decrease) due to:
(a) Investment experience 2.9Vo

(b) Variance from demographic and salary assumptions -1.1%
(c) Assumption Changes 'O 3Yo

Change in Valuation Rate 1 svo

(3) 2009 Recommended Contribution Rate 18.30/"

The contribution rate is expected to remain stable as long as:

(1) Experience remains reasonably close to that expected according to the
actuarial assumptions;

(2) Cunent eligibility and benefit provisions remain unchanged; and

(3) Contributions are made at the recommended rates

GASB Information

The Government Accounting Standards Board requires certain disclosures of both the Plan and

the Employer. This information is shown in Tables 8 and 9 in seclion 2 of this report, and is,

summarized below:

GASB INFORMATION

JulY 1,2009 JulY 1, 2008

Annual Required Contribution (ARC)

Fiscal Year Ending June 30' 2011 June 30, 2010

ARC (excluding employee contribution) 18 3% 16'8%

Net Pension Obligation (NPO)

Fiscal Year Ending June 30,2009 June 30, 2008

NPO $(225'084) $ 0

LTD BOARD FINANCE
COMMITTEE MEETING
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LANE TRANSIT DISTRIGT
SALARIED EMPLOYEES' RETIREMENT PLAN

sEcTroN 2

DISCUSSION OF THE VALUATION

A fundamental principle in financing the liabilities of a retirement program is that the cost of its
benefits should be felated to when those benefits are eamed, rather than to when they are paid.
There are a number of methods in use for making such a determination.

ihe method used for this valuation is technically referred to as the Entry Age Normal method.
This method produces a recommended contribution equal to the Normal Cost plus an amortiza-
tion of the Unfunded Actuarial Accrued Liability expressed as a level percentage of payroll. The
method is described in detail in Appendix A of this report.

ACTUARIAL VALUE OF ASSETS

Iable 7 shows the Plan's Market Value of Assets as of July 1 , 2009. This information was
provided by Kernutt Stokes Brandt & Co., LLP.

Iable 2 shows the derivation of the Actuarial Value of Assets based on three-vear smoothino.

ACTUARIAL BALANCE SHEET

Iable 3 shows the development of the Plan's Unfunded Actuarial Accrued Liability as of July 1,
2009.

Table 4 is the actuarial balance sheet as of July 1 , 2009 based on our procedures and
assumptions. The Resources equal the Requirements and can be thought of as the amount of
funds resulting from:

(1) the plan's Actuarial Value of Assets which are available for employer provided
benefits, plus

(21 the Actuarial Present Value of Future Normal Costs to be made bv the District in
the future, plus

(3) the Actuarial Present value of Future Payments to amortize the unfunded Actuarial
Accrued Liability.

The Actuarial Present Value of Benefits is the estimated single sum required on July 1, 2009
which, together with future interest earnings, would accumulate to provide all benefits due under
the plan in the future.

NORMAL COST

rable 5 shows the development of the Plan's Normal cost as of July 1 , 2009. The Normal cost
can be thought of as the cost of beneflts accruing during the plan year that will be paid in the
future as retirement, termination, or death benefits.

^,iilliman 
d
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AMORTIZATION OF THE UNFUNDED ACTUARIAL ACCRUEO LIABILITY

The Plan's Unfunded Actuarial Accrued Liability is amortized over a20 year closed amortization
period as a level percent of pay. The calculation of the January 1 , 2009 amortization payments
is shown on Table 6.

For the 2009 amortization base, we assume the amortization payment will increase by 27o

annually for two years and then increase by 5.0% for the remaining period The payments for
all previously established bases will continue to increase annually at 5.0%.

RECOMMENDED CONTRIBUTION RATE

Iable 7 shows the recommended level employer contribution rate we. This rate is required

effective July 1, 2010 and thereafter to keep the plan on a sound actuarial basis, according to

the proceduies and assumptions chosen for this valuation and described in Appendix A of this

The contribution rates recommended in this !'eport are expected to remain stable as iong as:

(1) Experience remains reasonably close to that expected according to the actuarial

assumptionsi

(2) Current eligibility and benefit provisions remain unchanged; and

(3)Contributions are made at the recommended rates.

ACCOUNTING STANDARDS

Tabte I and Table 9 contain figures which your auditors may require for the preparation of the

Plan,s financial statements under the following standards issued by the Government Accounting

Standards Board (GASB).

25'Financial Repofting by Ptans, Generally, Statement No 25 
-

thefundedstatusoftheplan,andastatementontherelationshipofthe
lons to an annual requirec contribution (ARC)'

27 ' Employer's Accounting' Certain disclosures are required in the,

atements inctuding the annual pension cost (APC) Generally'.the APC

r's ARC, as actuarially determined by the f unding methods and -
assumptions. lf the actual contribution is eiiher more or less than the ARC, than a Net Pension

OUf,g"[ion must be determined, and this amount may be required to be disclosed in the General

Loni Term Debt Account Group (GLTDAG) of ti e District's financial statements.

GAiBstatementNo.So.TheGovernmentAccountingstandardsBoardissuedGASB
Statement No. 50 in May 2007, which amended GASB 25 and GASB 27 GASB 50 was

etfective for plan and fiscal years beginning January '1, 2008 for the District

GASB 50 amended statement 25 to require the Plan to disclose in the notes to financial

statements the methods and assumptions used to determine the fair value of investments, if the

fair value is based on other than quoted market prices'

I Employ€€s Reiiremenl
lse for other purPoses
lher panies wno receive
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GASB 50 amended Statement 27 to require additional notes and disclosures for plans with
multiple contributing employers. We understand that the District is the only contributing
employer for the Plan, so these additional notes and disclosures do not apply' lf this is

incorrect, please let us know so that we can prepare the necessary disclosures for each
contributing employer.

APPENDICES

All of the calculations ofthe valuation were carried out using certain assumptions as to the
future experience of the plan in matters affecting the actuarial cost. Appendix A summar2es
these assumptions and describes the actuarial procedures used to calculate costs.

Appendix B outlines the benefit and contribution provisions of the plan.

The membership data that was supplied to us is summarized in Appendix C.

LTD BOARD FINANCE
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Assets

Bank of Amerlca

Union Bank of Callfomia

Total

Liabllitles

Wihholdtngs Payable for Period
Ending June 30, 2009

Total

Assets Available for Plan Eengf,tg

|-ANE TRANSIT D]STRJCT
SAI.ARIED ETPLOYEES' RETIRETENT PLAN

TARKET VALUE OF ASSETS
(July 1,2009)

Table 1

$ 7,918,706

0

A
$ 7,943,706

$ 126,511

7.817.195

$0

source: unaudited trial balance as of June 30, 2OO9 provided by Kemut stokes Brandt & co.'
LLP.

LTD BOARD FINANCE
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LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PTAN

ACTUARIAL VALUE OF ASSETS
(July 1, 2009)

Table 2

$6s2,957 $(1,962,106) $7,943,706

399,755 (810,474\ 9,252,8s4

(1) (21

Market Valus
of Assels July Employer

1 Contribubons

$9,252,854 $1,134,078 $435,421 $45,700

9,663,513 839,195 387,192 52,251

Asset Reconciliation

(7)
Market Valu€

Actual of Assets
Benefit Administration Cash Flow Investment End ot Plan Year

Payment6 Expenses (2)-(9)"(4) Income (1)+(5)+(6)

(6)(5)(4)(3)

PIan
Year

200&2009

2007-200'8

Source: Unaudited trial balance as of June 30, 2009 Statement of Net Assets and Trust Balance
provided by Kemutt Stokes Brandt & Co., LLP.

Actuarial Value of Assets

Plan Year
Actual Investrnent
Rate of Retum (1)

Aclual
Investnent Retum

Expected 7.5%
lnvestment Retum (2)

Difference between
Actual and Expecled

$ (2,680,ss6)

(1,550,233)

$ 7,9213,706

't ,7a7 ,037

516.744

$ 10,247 ,487

9,532,447

2008-2009

2007-2008

-20.syo

-8.2%

$718,450

739,759

Market Value of Assets on July '1, 2009

Add 2/3 of $2,680,556 loss

Add 1/3 of $1 ,550.233 loss

Preliminary Actuarial Value ofAssets on July 1, 2009

Final Actuarial Value of Assets as of January '1 , 2009
(not less than 80% or greater than 120% of Market Value)

Actuarial Valub as a Percentage of Market Value

$(1,962,106)

(810,47 4)

LTD BOARD FINANCE
COMMITTEE MEETING
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Table 3

LANE TRANS]T DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

DEVELOPMENT OF UNFUNDEO ACTUARIAL ACCRUED LIABILITY
(July'1,2009)

$ 3,118,026Unfunded Actuarial Accrued Liability July 1, 2007

Changes from July 1, 2007 through June 30, 2009

Normal Costs

Contributions

lnterest

Total

Expected Unfunded Acluarial Accrued Liability
as of June 30, 2009

lnvestrnent (Gain)/Loss

Expense (Gain/Loss

Other Actuarial (Gainlloss

Plan Amendments

Assumption Changes

Unfunded Actuarial Accrued Liability July 1, 2009

$ 1,132,799

(1,973,276)

475,528

(364.949)

$ 2,753,077

2,427,767

25,387

(472,s76].

n

(230.143)

$ 4,503,512

LTD BOARD FINANCE
COMMITTEE MEETING
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$ 11 ,240,035
2'18,111

Table 4

$ 4,003,710

1,236,148

160,871

12.O94.832

$_l_2a95161

$ 9,532,447

4,503,512

3.459.602

$_17395.501

LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

ACTUARIAL BAIANCE SHEET
(July l, 2009)

REQUIREMENTS

Actuarial Present Value of Benefits

Retirees and Benefi ciaries

Terminated Vested Participants

Hourly Plan Transfers

Active Participants

Retirement Benefits
Death Benefits
Termination Benefits

Total Requirements

Actuarial Value of Assets

Unfunded Actuarial Accrued Liability

Actuarial Present Value of Future Normai Costs

Total Resources

10t12t10

RESOURCES

LTD BOARD FINANCE
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Tabte 5

LANE TRANSIT DISTRICY
SALARIED EIIIPLOYEES' RETIREIIENT PljN

NORT$AL COST
(JulY 1, 2009)

Retir€ment Benefits $ 460'570

Death BenEfits 12'977

Temination Benefits 81 .286

Entry Age Normal Cost $---154,833

LTD BOARD FINANCE
COMMITTEE MEETING
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I aDIe O

LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

AMORTIZATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY

AMORTIZATION BASES

Balance Payment Balance Payment Balance
Description July 1,2007 2007-2008 July 1,2008 2008-2009 July 1,2009

lnitial Base $ 2,680,096 $ 180,514 $ 2,687,051 $ 189,540 $2,684,825

2005-2007
Experience Loss 437,930 27 ,131 441 ,609 28,488 $ 2144,106

2007-2009
Experience Loss nla nla nla n/a $1.374.581

Totat Untunded Liabitity: $4103512

AMORTIZATION PAYMENTS

Remaining Period 2009-2010
Date Established Descriotion As of Julv 1. 2009 Amortization Pavment

July 1, 2005 Initial Base 16

July 1,2007 2005-2007 Experience Loss 18

July 1,2009 2007-2009 Experience Loss 20

TotalAmortizationPayment $__381030

Explanatory Notes:

. Amortization payments are based on a fixed schedule that increases each year by the
assumed rate of salary inflation at {he time the base was established.

. Each existing base and future bases will be amortized over a 2O-year period.

$ 199,01 7

$ 29p12

q eo 7R,l
:c___________-_-v
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LANE TRANSIT DISTR]CT
SALARIED EMPLOYEES' RETIREMENT PLAN

DETERMINATION OF RECOMMENDED
CONTRIBUTION RATE

(For the Fiscal Year beginning July 1, 2010)

(1) Ac{uarial Present Value of Benefits

(2) Actuarial Present Value of Future Normal Costs

(3) Actuarial Accrued Liability t(1) - (2)l

(4) Assets Available for Plan Benefits

(5) Unfunded Actuarial Accrued Liability t(3) - (4)l

(6) Amortization of the Untunded Actuarial Accrued Liability (See Table 6)

(7) Entry Age Normal Cost

(8) Expense Assumption

(9) Annual Plan Cost at Beginning of Year [(6) + (7) + (8)]

(10) Interest Adjustment for Payment Through the Year

(1 1) Calculated Valuation Contribution

(12) Anticipated Payroll forthe Fiscal Year Ending June 30, 2010

(13) Recommended Contribution Rate beginning July'1, 2010 [(1 1) + (12)]

LTD BOARD FINANCE
COMMITTEE MEETING

10112110 Page 30

Table 7

$ 17,495,561

3.459.602

$ 14,035,959

L532.477

$ 4,503,482

$ 318,680

554,833

45.000

$ 918,513

$ 33,821

$ 952,334

$ s,216,58s

18-3%

S-l uittiman
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Table 10

LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

ACTUAL ANO ESTIMATED PAYOUT OF RETIREMENT BENEFITS
Julv'1,2009

PLAN YEAR
BEGINNING

BENEFIT
PAYMENT

,t ooo
2000
200'l
2002
2003
2004
2005
2006
2007
2008

2009
2010
2011
2012
2013

2014
2015
2018
2017
2018

2019
2020
2021
2022
2023

91,836
147,556
141,844
140,202
143,968
192,095
252,225
318,082
387,192
435,421

522,OOO
654,000
76s,000
872,OOO

1 ,013,000

1,137,000
1,247,O00
1,372,OOO
1,463,000
1,568,000

1,655,000
1,721,O00
1,759,000
1,787,000
1,820,000

1,832,000
1,849,000
1,854,000
1,846,000
1,831 ,000

2024
2025
2026
2027
2028
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Aooendix A

LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

ACTUARIAL PROCEDURES AND ASSUMPTIONS

This section of the report describes the actuarial procedures and assumptions used in this
valuation. These procedures and assumptions have been chosen on the basis of recent
experience ofthe plan, and current expectations as to future economic conditions.

The assumptions are intended to estimate the future experience of the members of the plan
and of the plan itself in areas which affect the projected benefit flow and anticipated jnvestment
earnings. Any variations in future experience from that expected from these assumptions
would result in corresponding changes in the estimated costs of the plan's benefits.

1. ACTUARIAL COST METHOD (Adopted July 1, 2005)

Entry Age Normal Actuaial Cost Method

A method under which the Actuarial Present Value of the Projected Benefits of each
individual included in an Actuarial Valuation is allocated on a level basis over the earnings
of the individual between entry age and assumed exit age(s). The portion of the Actuarial
Present Value allocated to a valuation year is called the Normal Cost. The portion of this
Actuarial Present Value not provided for at a valuation date by the Actuarial Present Value
of tuture Normal Costs is called the Actuarial Accrued Liability.

Under this method the excess of the Actuarial Accrued Liability over the Actuarial Value of
Assets is the Unfunded Actuarial Accrued Liability (Surplus).

UnCer this method the Actuarial Gains (Losses), as they occur, reduce (increase) the
Unfunded Actuarial Accrued Liability.

The recommended contribution is equal to the Normal Cost plus an amortization of the
Unfunded Actuarial Accrued Liabitity expressed as a level percentage of payroll in
accordance with the District's funding policy.

Beginning July 1, 2005, the Unfunded Accrued Liability is amodized over a closed 2o-year
perjod. Future gains or losses are amortized over a 2O-year period beginning on the
valuation date. Amortization payments are assumed to increase each year based on the
salary inflation assumption at the time the base is established.

2, RECORDS ANO DATA

The data used in the valuation consist of financial information and records of age, service
and income of contributing members. The data was supplied by the District and Kernutt,
Stokes, Brandt & Co., LLP, and was accepted for valuation purposes without audit.

3. ADMINISTRATIVE EXPENSE (Adopted July 1, 2009)

It is assumed that the amount required for administrative expenses will be 945,000 per
year, payable at the beginning of the plan year.
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APPendix A
(Continued)

4. VALUATION OF ASSETS (Adopted July 1, 2003)

The Actuarial Value of Assets is a Market related asset value. Market returns are

smoothed over three years without phase-in as described in Internal Revenue Procedure
98-10.

5. INVESTMENT EARNINGS (Adopted July t, 2005)

The future investment earnings of the assets of the plan are assumed to accrue at an

annual rate of 7.5%, compounded annually, net of investment expenses

6. FUTURE SALAR]ES

Individual salaries are assumed to increase 2.0% per annum on July 1, 2010 and July 1,

201 1 . Salary increases are assumed to be 5,0% per annum thereafter'

7. MORTALIW (Adopted JulY 1,2003)

Mortality experience is expected to follow the RP-2000 combined Healthy Mortality
Tables for Males and Females for both active participants and retired participants'

E. TERMINATIONS FROM EMPLOYMENT OTHER THAN DEATH (Adopted Julv 1' 1999)

Years of Service Rate of Termination

0 10o/o

1 10%

4
5

6&Up

9. RETIREMENT RATES (Adopted July 1 , 1999)

The percentages are shown below:

z gok

$Yo

6%
O-/o

4%

Rates of
Age Retirement

55 C"/o

56 5%
57 5Yo

58 lOYo

59 10Yo

Rates of
ASC Retirement

60 15%
61 15Yo

62 SOVo

63 25Vo
64 25Yo

65 1000h
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Appendix A
(Continued)

10. CONSOLIDATED ANNUAL LEAVE (CAL) (Adopted Juty'1, 1999)

Each active member is assumed to have 360 hours of accrued and unused CAL at
retirement and 180 hours of CAL at termination from emolovment for reasons other than
retirement or death.

11, CHANGES IN ACTUARIAL METHOD AND ASSUMPTIONS

. Assumed future salary increases were changed from 5% per annum to 2oi6 per annum
for two years and 5% per annum thereaftgr.

. The assumed amounl of administrative exoenses was increased from $36,000 to
$45.000.
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Appendix B

LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

PLAN PROVISIONS

1. Name

Lane Transit District Salaried Employees' Retirement Plan

2. Effective Date

The Plan was effective July 1, 1975. The plan was restated effective July 1,2002 and has
subsequently been amended through the June 18, 2008 Sixth Amendment.

3. Plan Year

Fiscal Year Ending June 30

4. Type of Plan

The plan is a trusteed pension plan with a corporate trustee selected by the Employer'
The Retirement Committee for the Salaried Plan, composed of the President of the Board
and the General Manager of Lane Transit District, is responsible for the administsation and
operation of the plan.

5. Employers lncluded

Lane Transit District

6, Employees lncluded

All salaried employees of the District.

7. Eligibility

Salaried employees are eligible on the eadier of flrst day of July or the first day of January
follqwing the day in which the employee was hired by the District. A salaried employee
who was otherwise employed by the employer prior to salaried employment and who has
a currently effective year of service is eligible on the first day of the month after becoming
a salaried emolovee.
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Appendix B
(Continued)

8. Credited Service

a. Benefit Credits

Benefit Credits for participants are based on all completed and partial plan years of
employment while a salaried employee arcording to the following table:

Hours Worked or
Comoensated for in Plan Year Benefit Credits

1,600 hours or more 1

1,200 to 1 ,600 hours 314
800 to 1,200 hours 112

400 to 800 hours 114

Participants not compensated on an hourly basis are credited with 45 hours per
week of employment, regardless of the actual hours worked.

b. Vestino Credits

An Employee will receive one Vesting Credit for each Plan Year with the District in
which he earns 1,000 or more hours of service. No Vesting Credit will be given for
less than 1,000 hours in a Plan Year.

9. Normal Retirement

a. Elioibilitv

A participant is eligible for normal retirement on the first day of the month following
his 60th birthday.

b. Benefit

The greater of (i) and (ii) below

(i) The amount of the monthly benefit payable for life is one-twelfth ot 1.671o of
Final Average Salary multiplied by the participant's Benefit Credits.

Final Average Salary is the average of the annual salary for a participant's three
highest consecutive years of employment with the Employer, or all consecutive
years if less than three, and includes total compensation while a member for
those years. Such three consecutive years of employment shall be the 36
consecutive calendar months for which the Member's or Inactive Member's
compensation was highest. Compensation includes payments for accrued and
unused Consolidated Annual Leave upon termination of employment.
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Appendix B
(Continued)

(ii) The amount of the monthly benefit is one-twelfth of 3.00% of the participant's
Final Average Salary multiplied by the participant's Benefit Credits up to a
maximum of 25, minus the participant's expected Social Security benefit
payable at age 62.

10. Early Retirement

a. Eliqibilitv

A participant may retire at any time after attaining age 55 providing he has five or
more Vesting Credits, or at any age with 30 or more vesting credits.

b. Benefit

The benefit is the Normal Retirement Benefit reduced by 114% tor the first 24 months
by which the early retirement date precedes the normal retirement date, and by 213%

for each additional month by which the early retirement date precedes the normal
retirement date. However, there will be no reduction in the Normal Retirement
Benefit for any participant who retires subsequent to accruing 30 Vesiing Credits.

11. Delayed Retiremenl

a. Elioibiliw

A participant may elect to delay retirement after his Normai Reiirement Date'

b. Beneflt

The benefit is calculated in the same way as the Normal Retirement Benefit taking
into account the age, service, and flnal average salary to actual date of retirement.

12. Disability

a. Eliqibilitv

A participant with five or more Vesting Credits may receive a disability beneflt at

Normal Retirement if the following three conditions afe met:

(1) The participant becomes totally and permanently disabled while in active
employment;

(2) The participant is awarded a Social Security Disability benefit; and

(3) The participant has applied for a disability benefit under this plan.
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Appendix B
(Continued)

b. Benefit

The benefit shall be the Normal Retirement Benefit based upon the salary history to
the date of disability and Benefit Credits to the Normal Retirement Date. This benefit
is payable at the Normal Retirement Date.

Death Benefit

a. Prior to Retirement

The survivor benefit is a monthly benefit payable for 120 months in an amount equal
to the participant's vested monthly benefit payable at Normal Retirement at the time
ofthe participant's death. This benefit is payable first to a surviving spouse, if any,
next, to a named individual beneflciary, if any, and finally to any surviving child or
children under the age of 18. lf the benefit is payable to surviving children under the
age of 18, it will be divided equally among them.

b. After Retirement

The benefit depends on the form of the retirement benefit elected by the participant.

Termination of Employment

a. Vestino

An Employee hired before January 1,2000 will be 20% vested for each Vesting
Credit up to a maximum of 100o/". An employee hired after December 31, 1999 will
be 0% vested until the employee has accrued five vesting credits, at which point the
employee will become 100% vested.

Also, a participant is 100% vested when eligible for early or normal retirement.

b. Benefit

On the first of the month following the terminated participant's 60th birthday, benefit
payments will commence equal to the product of the Normal Retirement Benefrt
(based on service and salary at the time of termination) and his vested percentage.
lf the participant has five or more Vesting Credits, he may elect to receive an
actuarially reduced benefrt at any time after attaining age 55.
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Appendix B
(Continued)

Contributions

a. Emolovee

Employees may contribute up to 10% of pay on a voluntary basis.

b. Emolover

The Employer will make contributions necessary to fund the Plan's Part 1 benefits on

a sound actuarial basis. The Employer shall also contribute a total of 6%tofundthe
Plan's Part 2 benefits for Eligible Members.

Hourly Plan and Salaried Plan Benefit Coordination

lf an employee is covered under the Lane Transit District and Amalgamated Transit Union
Pension Plan and the Salaried Plan, his Vesting SeNice under one plan will be used to
avoid a Break in Service under the other plan. Combined Credited Service earned under
both plans will be used to vest under each plan.

The employee's total monthly retirement beneflt will be the sum of the monthly benefit
eamed under the hourly plan (based on service under the houdy plan) and the monthly
benefrt under the salaried plan (based on service under the salaried plan). The portion of

the benefit eamed under each plan will be paid by the respective plan. This total benefit

will not be less than the hourly benefit calculated by using the salaried service in addition
to his houi'ly service. Any such inc!'ease in the total bene-fit will be paid by the hourly plan.

Plan Changes Since Last Valuation

None.
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Appendix C

LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

PARTICIPANT INFORMATION

The following table shows the number of participants included in the current actuarial valuation.

Current
Valuation

7to1lo9

Curr€nt
Valuation

7t01t07
Active Participants

Anticipated Annual Compensation
Average Age
Average Vesting Service

Age 65 & Over
Fully Vested Participants
Partially Vested Participants
Non-Vested Participants

TOTAL ACTIVE

!nactive Participants

Retirees and Beneficiaries
Vested Terminations
Hourly Transfers

TOTAL INACTIVE

TOTAL PARTICIPANTS

$5,216,585
49.4
12-5

$4,705,218
49.3
12.1

'60

16

78

32
40

4

76

154

zz

6Z

36
40

A

80

The total anticipated annual compensation for active members under normal retirement age is
$5,216,585 for the plan year ended June 30, 2010. The comparable flgure for the previous
valuation was 54,705,218 for the plan year ended June 30, 2008. The average anticipated
salary per member under age 65 was $64,402 this year, an increase from the average
anticipated salary of $61 ,910 in the prior valuation.
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LANE TRANSIT DISTRICT
SALARIED EMPLOYEES' RETIREMENT PLAN

ACTIVE PARTICIPANTS
(As of July 1, 2009)

5to9 10 !o 14

Average Average Average Ave.raqe

Anticipa-ted Anticip;ted Anticipated Anticipated

Age Count Salary Count S8lary Count Salary Count Salary

Under 30 4

30to34 3

35!039 1

40to 44 2 50,209 3

45 to 49 4 46,278 I

50to54 8

55to59 0

2 $ s,gu 0 $ 0 0

00165,9940
0

0

53,825

70,613

3 88,725 5 67,232

I s7,581

47,536

57,643 I 52,052 1 78.995

54,782 4

00

co,Yr /

50,347

69,855

08
a4 aaa n

Years of Vesting Service

1 43,974 2

2 Al EOO 1

60 & Up 0 ----S 2

Totals 22 $ 52,471 13 $ 61,797

68,614 2 82,516

0 J ---9383!
17 $ 69,932 12 $ 67,260

15 to 19

20 lo 24 25 to 29 30&Up All Years

0 4 52,151

0 3 62,897

0 8 52,497

Average Average Average Average
Anticipated Anticipated Anticipatod Anticipated

Age Count Saliry count Salary count Salary Count Salary

Under 30 0 $ 0 0 0 $ 0 6 $ 56,715

3oto34 0 0 0 0 0

35to39 0 0 0 0 0

0000
0 1 105,970 0 59,684

65,792

71,086

40lo 44 0

45to49 0

50to54 I

55lO 59 C

14 EF'f ,I

79,851 3

101.888 0

0 10

70,613 23

7l ooh t1
47,054 1

64,669 3

0

Totals / iD ov,o.ro 7 $ 89,265 4 $ 71,M6
60 & Up 1 47.054 2 7 74.593

82 S U,422
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LANE TRANSIT DISTRICT
AND AMALGAMATED TRANSIT UNION,

LOCAL NO.757, PENSION TRUST

ACTUARIAL VALUATION
As of January 1,2010

Prepared By

Peter R. Sturdivan, FSA, EA, MAAA
Principal and Consulting Actuary

ano

Ryan B. Lane, aA, MAAA
Consulting Actuary
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Milliman 1 1 I SW Fifih A.renuo
Sult6 37oo
Portland, OR 97204
USA

Tal +1 503 227 0634
F8I|. +1 503 227 7956

lnlllinan,com

August 20, 2010

Trustees
Lane Transit District and
Amalgamated Transit Union,
Local No. 757, Pension Trust

Dear Trustees:

At your request, we have completed an actuarial valuation of the Lane Transit Distdct and
Amalgamated Transit Union, Local No. 757, Pension Trust as of January 1 ,2010 tol
determining the recommended contribution for the fiscal years beginning July 1, 2010 and
July 1,2011 and for fulfilling accounting requirements under GASB Statements No. 25, 27
and 50, The results of the valuation are contained in the following report and are
summarized in Section 2. This report reflects the benefit provisions in effect as of January 1 ,

2010.

In preparing our report, we relied withoUt audit upon the employee and financial data
furnished by Kemuft Stokes Brandt & Co, LLP. In our examination of these data, we have
found them to be reasonably consistent and comparable with data used for other purposes.
We also relied on the Plan document and amendments provided by the Plan's attorney.
Since the valuation results are dependent on the integrity of the data supplied, the results
can be expected to differ if the underlying data is incomplete or missing. lt should be noted
that if any data or other information is inaccurate or incomplete, our calculations may need to
be revised.

On the basis of the foregoing, we hereby certify that, to the best of our knowledge and belief,
this report is complete and accurate and has been prepared in accordance with generally
recognized and accepted actuarial principies and practices which are consistent with the
Actuarial Standards of Practice promulgated by the Actuariai Standards Board and the
applicable Guides to Professional Conduct, amplifying Opinions, and supporting
Recommendations of the American Academy of Actuaries.

All costs, liabilities, rates of interest, and other factors for the Plan have been determined on
the basis of actuarial assumptions and methods which are individually reasonable (taking
into account the experience of the Plan and reasonable expectations). We further certify
that, in our opinion, each actuarial assumption used is reasonably related to the past
experience of the Plan and to reasonable expectations which, in combination, represent our
best estimate of anticipated experience under the Plan. Nevertheless, the emerging costs
will vary from those presented in this report to the extent actual experience differs from that
projected by the actuarial assumptions.
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Trustees
Lane Transit District and Amalgamated Transit Union
Local No. 757, Pension Trust
August 20, 2010
Page 2

Future actuarial measurements may differ significantly from the current measurements
presented in this report due to such factors as the following: plan experience dittering 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.

Actuarial computations presented in this report are for purposes of determining the
recommended funding levels for the Lane Transit District and Amalgamated Transit Union,
Local No. 757, Pension Trust. Actuarial computations under GASB Statement No. 25 are for
purposes of fulfilling financial accounting requirements. The computations for these two
purposes may differ as disclosed in the report. The calculations in the enclosed report have
been made on a basis consistent with our understanding of the Trustees' funding policies
and GASB Statement No.25,27 and 50. Determinations for purposes otherthan meeting
these requirements may be significantly different from the results contained in this report.
Accordingly, different determinations may be needed for other purposes.

Milliman's work product was prepared exclusively for the Trustees of the Lane Transit District
and Amalgamated Transit Union Local No. 757, Pension Trust for a specific and limited
purpose. To the extent that Milliman's work is not subject to disclosure under applicable
public records laws, Milliman's work may not be provided to third parties without Milliman's
prior wrtften consent. Milliman does not intend to benefit or create a legal duty to any third
party recipient of its work product. Milliman's consent to release its work product to any third
party may be conditioned on the third party signing a Release, subject to the following
exception(s)r

(a) The Trustees may provide a copy of Milliman's work, in its entirety, to the Plan's
professional service advisors who are subject to a duty of confidentiality and who
agree to not use Milliman's work for any purpose other than to benefit the Plan.

(b) The Trustees may provide a copy of Milliman's work, in its entirety, to other
governmental entities, as required by law.

No third party recipient of Milliman's work product should rely upon Milliman's work product.
Such recipients should engage qualified professionals for advice appropriate to their own
specific needs. The consultants who wo*ed on this assignment are pension actuaries.
Milliman's advice is not intended to be a substitute for qualified legal or accounting counsel.
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Trustees
Lane Transit Disbid and Amalgamated Transit Union
Local No. 757, Pension Trust
August 20, 2010
Pag€ 3

We respectfully submit the follorving report, and we look funrard to discussing it with you.
We ar€ acluaries for Milllman, Inc. We arc memb€6 of the American Academy of Acfuaries
and meet the Qualification Standards of the American Academy of Actraries to render the
actua al opinlon contained herein,

Sincerely,

Principal and Consulting fi666ry

PRS:.bI
end,

--z /, /
^/4.,- R_-/ Ar'-

Rl/an B. Lana, EA, MAAA
Consulting Actuary
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LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION'
LOCAL NO, 757, PENSION TRUST

ACTUARIAL VALUATTON
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LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION.
LOCAL NO. 757, PENSION TRUST

SECTION 1

SCOPE OF THE REPORT

This report presents the results of the actuarial valuation for the plan year beginning January 1,
2010. The purpose of this valuaiion is to determine the funded status of the plan as of
January 1, 2010, develop the recommended contribution for the fiscal years beginning July 1,
2010 and July 1 , 2011 and for fulfilling accounting requirements under GASB Statements No.
25,27 and 5Q.

A summary of the findings resulting from this valuation is presented in Section 2 of the report.
The discussion found in Section 3 describes the actuarial concepts and methods upon which
the findings are based. Tables 1 through 7 of that section summarize the calculations that led
to our findings.

Tables I and 9 contain figures which your auditors may require for the preparation of the Plan's
financial statements.

Appendix A outlines the benefit and contribution provisions of the plan.

All oflhe calculations ofthe valuation were carried out using certain assumptions as to the
future experience of the plan in matters affecting the actuarial cost. Appendix B summarizes the
most important of these assumptions and describes the actuarial procedures used to calculate
cosb.

The membership data that was supplied to us is summarized in Appendix C.

Thi6 work plDdu

E! Mitliman
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LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION'
LOCAL NO. 757. PENSION TRUST

SECNON 2

SUMMARY OF THE FINDINGS

The following is a summary of the more important figures developed in this valuation' together

with comparable figures from the prior valuation report

Covered Active Members

Compensable Hours Worked in
Previous Year

Average Hours

Average Age
Average Years of Employment

Plan Assets
Market Value
Actuarial Value

lnvestment Rate of Return*
Market Value
Actuarial Value

Valuation Contribution Rate
Per Active Member
Cents Per Hour

January 1, 2008

242

499,752
2,065

CU.J
11.0

$ 14,474,571
14,577,588

6.7lYo
5.46Yo

1C7

January 1,2010

241

504,979
2,095

51.0
1 1.6

$ 13,883,592
14,693,502

(8.12)o/o
(5.13)%

8,867
4.23o

Q

* Comoound annual rate for the two-year period ending on the valuation date'

Based on the calculated valuation contribution rate of $4.23 per hour, we have developed the

foflowing recommended contribution rates effective July 1 ' 2O1O and July 1 , 201 1:

Recommended HourlY

Period Contribution Rate

July 1 , 2010 - June 30, 201 1

July 1, 2011 and thereafier

$4.28

$4.26

The above contribution schedule reflects the time between the valuation date and the District's

imolemenlation of the valuation results.

% oiitlct and

Ei Miliman *:iltrtr LrD BoARD 
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The changes in the status of the Plan's funding since the last valuation is detailed below:

Valuation Contribution Rate and Funded Status Reconciliation
Valuation

Contribution Funded
Rate Status

January 1, 2008 Valuation

Chanoes

Expected lmprovement in Funded Status

Change in Mortality Assumptions

Change in Salaried Transfer Assumptions
Investment (Gains) or Losses

Other Net (Gains) or Losses

Total Change

January 1, 2010 Valuation

b J.b /

$ (0.13)

0.02

(0.02)

o.70
(0.01)

$ 0.56

$ 4.23

55.7%

8.5olo

(0.1 )

0.2

(13.1)

0.0

(4.5)%

512%

The contribution rate based on the January 1 , 2010 Valuation increased pflmarily due to
investment returns less than the assumed 7.50% rate of return. The District's additional
$475,000 contribution in June 2009 is reflected in the g0.13 contribution rate decrease shown
above. The Plan's investment return for the two-year period ending December 31, 2OOg is
summarized below:

2008 Investment Rate of Return

2009 Investment Rate of Return

Compound Annual Return for 2008-2009

Market Value

(30.94)o/o

22.25Vo

(8.12)%

Actuarial Value

(7.40rk
8.96%

(5.13)%

As a result, the Plan expe enced an actuarlal loss on assets of $3,779,397. Additional
investment losses of $809,910 are currenfly being deferred by the plan's asset valuation
method. These losses will be recognized over the next three years.

The recommended contribution rate was also impacted by the following assumption changes
that were made since the last valuation:

. To reflect historical and anticipated improvements in mortality, the mortality tables for
healthy participants were updated from the 1994 Uninsured pensioner Mortalitv Tables
for Males and Females to the Rp-2000 Mortality Tables for Males and Femalei with the
aCjustment for "blue collar'rates, projected to 2010 using projection scale M.

. Participants who transfer to a salaried position are assumed to retire at aoe 60.
Previously it was assumed that they would retire at their earliest unreduc6d retirement

ffi wtittiman
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LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION'
LOCAL NO. 757, PENSION TRUST

sEcTloN 3

DTSCUSSION OF THE VALUATION

A fundamental principle in financing the liabilities of a retirement program is that the cost of its.

benefits should be related to when those benefits are eamed, rather than to when they are pald'

There are a number of methods in use for making such a determination'

The method used for this valuation is technically referred to as the Individual Entry Age Normal

Actuarial Cost Method with Normal Cost expressed as a level dollar amount. This method

produces a recommended contribution equal to the Normal cost plus an amortization of the

unfunded Actuarial Accrued Liability expressed as a level dollar amount. This method is

described in detail in Appendix B of this report.

ACTUARIAL VALUE OF ASSETS

Table 1 delailsthe change in the Plan's Market Value of Assets since the last valuation This

iniormation is based on i-he financial data provided by Kemutt Stokes Brandt & Co.' LLP.

Iable 2 shows the derivation of the Actuarial vaiue of Assets baseci on ihree year smoothing

without phase-in as defined by Internal Revenue Procedure 98-10'

ACTUARIAL BALANCE SHEET

Iable 3 shows the development of the Plan's Unfunded Actuarial Accrued Liability as of January

1, 2010.

Tabte 4 isthe actuarial balance sheet as of January 1 , 2010 based on our procedures and 
,

assumptions. The Resources equiitn" A"quit"ments and can be thought of as the amount of

funds resulting from:

(1) the plan's Actuarial Value of Assets, plus

Q\theActuarialPresentVa|ueofFutureNorma|Coststobecontributedbythe
District in the future, Plus

(3)theActuaria|PresentVa|ueofFuturePaymentstoamortizetheUnfunded
Actuarial Accrued Liability.

LTD BOARD FINANCE COMMITTEE
MEETING
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The Actuarial Present Value of Benefits is the estimated single sum requircd on January 1,
2010 which, together with future interest earnings, would accumulate to provide all benefits due
to current plan members under the olan in the future.

NORMAL COST

Iable 5 shows the Plan's Normal Cost as of January 1 ,2010. The Normal Cost can be thought
of as the cost of benefits accruing during the year that will be paid in the future as retirement,
termination, or death benefits.

The normal cost calculated in this report is expected to remain stable as long as:

(1) Experience remains reasonably close to that expected according to the actuarial
assumptions: and

(2) Current eligibility and benetit provisions remain unchanged.

RECOMMENDED CONTRIBUTION SCHEDULE

rable z develops the recommended contribution schedule for the plan. The recommended
annual contribution consists of two pieces:

(1) Gross Normal Cost (including a provision for anticipated expenses)
(2) Amodization of the Unfunded Accrued Actuarial Liability (UAAL)

The resulting contribution is then stated in terms of a contribution rate per comoensable hour
based on the hours worked by the active population in the year prior to the valuation date.

The Plan's UAAL is amortized as a level dollar amount over a 2O-year closed amortization
period. The calculation of the January 1, 2010 amorlization payment is shown on Table 6.

ACCOUNTING STANDARDS

Table 9-and ra n figures which your auditors may require for the preparation of the
Plan's financial under the fo owing standard issued by the Goveinmental
Accounting Sta rd (GASB):

25 - Financi by plans. Generally, Statement No. 25
the funded s lan, and a statement on the relationshiD of the
tons to an an conhibution (ARC).

GASB sfafement No.2T - Employer's Accounting ceftain disclosures are required in the
pension cost (ApC). Generally, the ApC
mined by the funding methods and
or less than the ARC, than a Net pension

obligation must be determined, and this amount may be required to be disclosed in the General
Long Term Debt Account Group (GLTDAG) of the District's financial statements.

LTD BOARD FINANCE COMMITTEE
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GASE S(aternen t No. 50. The Govemment Accounting standards Board issued GASB

statement No. 50 in May 2007, which amended GASB 25 and GASB 27. This new statement

requires defined benefit plans and employers to present additional disclosure information' To

the best of our knowledge, the information in this report contains sufficient information to comply

with the reouirements of GASB 50.

APPENDICES

This valuation is based on the benefits in effect under the 2001 restatement of the Plan, as

amended through Amendment 10, which are summarized in Appendix A'

Actuarial calculations are based on certain actuarial methods and assumptions aboutthe future
in APpendix B.
exPerience of the
of the Proper rate'
amended.

rt n Pro
n ix C'

u maY o'
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Table 1

LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION,
LOCAL NO. 757. PENSION TRUST

MARKET VALUE OF ASSETS
(January 1,2010)

Summary of Statement of Ghanges in Net Assets Available for Benefits

2008 2009

(1) Market Value of Assets January 1

(2) Employer Contributions

(3) Benefit Payments

(4) Administrative Expenses

(5) Investment lncome Net of Investment Expenses

(6) Market Value of Assets December 3.1
(1)+(2F(3)-(4)+(5)

$ 14,474,571

1,763,657

'1,243,049

70,4U

(4,547,822)

$ 10,376,923

$ 10,376,923

2,411,644

1,285,611

48,330

2,428,966

$ 13,883,5e2

source: unaudited financial information provided by Kemutt stokes Brandt & co., LLp in an
April 20,2010 e-mail.
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(1)

Market Value
of Assets

Year Januarv 1

2009 $10,376,923

2008 14,474,571

(2)

Employer
Contributions

$2,411,644
'1,763,657

(3)

Benefit
Pavments

$1,285,61 1

1,243,M9

(4)

Administrdtion
ExDenses

$48,330

70,4U

(5)

Cash Flow
(2!-{3!(4)

$1,077,703

450,'17 4

(6)

Actual
lnvestment

lncome

$2,428,966

(4,547,822)

Table 2

(7)
Market Value

of Assets
End of Year
(1F(5)+(6)

$13,883,592

'to,376,923

I-ANE TRANSIT DISTRICT AND AMALGAMATED TRANSTT UNION'
LOCAL NO.757, PENSION TRUST

' 
ACTUARIALVALUEOFASSETS

(January 1,2010)

Asset Reconciliation

Year

2009

2008

Ac{ual Investnent
Rate of Retum o

22.3Yo

(30.e)

MarketValue of Assets on January 1' 2010

Subtrac,t 2/3 of $1,610,283 gain

Add 1/3 of $5,650,296 loss

Actuadal Value of Assets on January 1, 2010

Actuarial Value as a Percentage of Market Value

Actuarial Value of Assets

Actual
lnvestment Return

$2,428,966

(4,547 ,822)

Difference between
Actual and Expected

$ 1,010,283

(5,650,2e6)

$ 13,883,592
('t,073,522],

1.883.432

$ 14,693,502

'lO6Yo

(t) Based on market value.
(2) Using simple interest and assuming contuibutions, benefit payrnents and expenses occur at mid-year'
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,^. 
Tabte 3

I.ANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION,
LOCAL NO. 757. PENSION TRUST

DEVELOPMENT OF UNFUNDED ACTUARIAL ACCRUEO L|ABILITY
(January 1,2010)

Unfunded Actuarial Accrued Liability January 1, 2008

Changes from January 1, 2008 through December 31, 20Og

$ 1 1,599,341

Gross Normal Costs

Contributions

Interest

Total

Expected Unfunded Actuariat Accrued Liability
as of December 31, 2009

Change in Mortality Assumpiions

Change in Salaried Transfer Assumptions

Investrnent (Gain)/Loss

Expense (Gain)/Loss

Other Actuarial (Gain/Loss

Unfunded Actuarial Accrued Liability January 1 , 2010

$ 1 ,335,516

(4,175,301)

1.665.340
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$ 10,424,896

61,381

(147,6s3)

3,773,387

21 ,128

(115.467\

$ 14,017,672
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LANE TRANSIT DTSTRICT AND AMALGAMATED TRANSIT UNION,

LOCAL NO. 757, PENSION TRUST

ACTUARIAL BALANCE SHEET
(January 'l' 2010)

REOUIREMENTS

Table 4

$ 16,940,322
293,227
cIJ,Jta
748.435

$ 18,sss,296

1 1,783,338

6,102

980,092

1,O42,O37

s_32366i65

$ 14,693,s02

3,655,691

14.017.672

$_32306i65

Actuarial Present Value of Benefits

Active Members (241)

Retiroment Benelrts
Death Benefits
DisabilitY Benefits
Termination Benefits (Vesting)

Subtotal

Retirees, Beneftciaries and Disabled Participants (171)

Employee Participation Accounts Payable (5)

Vested Terminated Participants (28)

Salaried Plan Transfers (30)

Total Requirements

RESOURCES

Actuarial Value of Assets

Actuarial Present Value of Future Entry Age Normal Costs

Untunded Accrued Actuarial Liability

Total Resources

LTD BOARD FINANCE COMMIfiEE
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Table 5

LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION.
LOCAL NO.757, PENSION TRUST

NORMAL COST
(January 1,2010)

(1) Retirement Benefits
Death Benefits
Disability Benefits
Termination Benefits

Total Annual Normal Cost, Payable
Beginning of Year

(2) AnticipatedExpenses
50,000 + (1 .075) zz

(3) Gross Annual Normal Cost, Payable
Beginning of Year

(1) + (2)

$ s02,411
11,844
29,78'l
89.087
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Table 6

LANE TRANSIT DISTRICT AND AMALGAMATEO TRANSIT UNION,
LOCAL NO.757, PENSION TRUST

AMORTTZATION OF UNFUNDED ACTUARAL ACCRUED LIABILITY
(January 1' 2010)

Date
Established

Years
Remaining

Amortization
Payment

$ 864,197

235,635

279,813

$ 1,379,645

Outstanding
Balance

Original
Amount

1t1t2006

tht200s

1t1t2010

$9,470,806

2,582,U0

3,066,497

16

18

20

$ 8,492,572

2,458,603

3.066.497

$14,017,672
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Table 7

LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION,
LOCAL NO. 757, PENSION TRUST

DETERMINATION OF RECOMMENDED CONTRIBUTION RATE
(January 1,2010)

(1) Total Annual Normal Cost $ 681,347

(2) Amortization Payment (see Table 6) 1.379.645

(3) Total Contribution for Year, Payable at Beginning ofYear
(1)+(2) $ 2,060,se2

(4) Toial Contribution for Year, Payable Mid-Year
(3) x (1 .075) 7" $ 2,136,882

(5) Estimated Annual Compensable Hours 504,979

(6) Valuation Contribution Rate per Compensable Hour $4.23
(a) + (s)

(71 Recommended Contribution Rate effective July 1,2011 $4.26.

* A contribution rate of$3.69 through June 30, 2010, with an increase to $4.28 effective July 1,
2010, and then decreased to $4.26 effective July 1 , 2011, is actuarially equivalent to a
contribution rate of $4.23 oer hour effective Januarv 1 . 2010.
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ApDendix A

I-ANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION'
LOCAL NO. 757, PENSION TRUST

PLAN PROVISIONS

1. NAME

Lane Transit District - Amalgamated Transit Union Local No' 757 Pension Trust'

2. EFFECTIVE DATE

March 1, 1972.

3. ELIGIBILITY

All bargaining unit employees who have completed six months of employment'

4. CREDITED SERVICE

(a) Credited Past Service

Years and completed months of employment of each employee as of March 1 ' 1972'

(b) Current Seryice

currentserviceisbasedonthetota|creditedhoursbyaparticipantincovered..
employment during a calendar year. Cunent Service is determined accordlng to me

following tabl6:

1,600 or more hours

1,200 or more, but less
than 1,600 hours

800 or more, but less
than 1 ,200 hours

400 or more, but less
than 800 hours

1 Year of Cunent Service

3/4 Year of Currenl SeNice

1/2 Year of Cunent Service

1/4 Year of Cunent Service

Up to one-half year of Current Service may be credited for the period of employment

before an employee is eligible to join the plan'
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Aooendix A
(Continued)

5. NORMAL RETIREMENT

(a) Eliqibilitv

The Normal Retirement Age for a participant who retires on or after July 1, 2000 is
age 60. The Normal Retirement Age for Participants terminated prior to July .1, 

20OO
is age 62.

(b) Benelrt

An employee participation account will be maintained for each employee based on
the contributions allocated to his account. Each participant's employee participation
account will be credited with 9.10 for each credited hour reported for the plan year.
The value of the employee participation account will fluctuate depending on the
investment results achieved on the plan assets.

At retirement the value of the participant's account will be determined and will be
used to provide a monthly benefit based on the table of factors adopted by the
Trustees as shown below:

Age
(Last Birthday
at Retirement)

56
q7

58
59
60
61
62

u
oc
oo
OT

68
OY

70
71
72

Monthly Basic Benefit
Per $1,000 in Employee

Participation Account

$ 7.07
7.2'l
/.JJ
7.50
7.65
7.82
8.00
8.1 I
O,J:'

. 8.61
AA?
9.07
9.32
9.59
9.87

10.17
10.49
10.83

lf the monthly retirement benefit payable from a participant's accounr is ress than the
minimum benefit, the participant,s benefit will be increased to the minimum level.
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Aooendix A
(Continued)

A participant's minimum benefit is determined by multiplying the participant's total

Current bervice plus his total Credited Pa;t Service (up to a maximum of five years)

times the applicable benefit multiplier from the following table:

On or after July 1, 2001 and before July 1 , 2002

On or after July 1, 2002 and before July 1' 2003

On or after July 1, 2003 and before December 9, 2007

On or after December 9, 2OO7 and before July 1, 2008

On or after July 1, 2008 and before July 1 , 2009

On or after JulY 1, 2009

Age at Retirement Percentage Reduction

Benefit MultiPlier

$ 48.00

$ s3.00

$ 55.00

$ 60.00

$ 63.00

$ 64.00

Despitetheabove,theminimumbenefitofaParticipantwhoseTerminationof
Employment and Retirement Date b rth occur on or afier July 1 

' 
2007 and before

December 9, 2007 is $60.

The monthly benefit will be payable for life with a guarantee that if the participant

dies after becoming 
"ligibl"'foi 

tn" normal retiremLnt benefrt' payments will be made

io the participant'. U"n"uR"i"ry until a total of 36 monthly payments have been made

io the oarticipant anci beneficiary'

6. EARLY RETIREMENT

(a) Eliqibilitv

A participant may retire prior to his normal retirement date if he has 10 years of

Credited Past anO currcini Service and is at least 55 years of age'-or at any age if

the participant has at least 30 years of Credited Past and Current Service'

(b) Benefit

The monthly basic benefit is determined from the preceding table- 
-The- 

minimum

benefit will not be reouced if a participant has at least 30 years of Credited PSsl.and

Current Service. oth;;;;, ihe minimum benefit will be reduced according to the

following table:

59

30

3"/o
6lo

14%
22Yo
30%

ffi LrD BoARD FtNANcE-coMMlrrEE ;5":I"T;:: 18
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Aooendix A
(Continued)

DISABILITY BENEFIT

(a) Elioibilitv

A participant may receive a disability benefit if he becomes totally disabled while
employed with the District, remains totally disabled for at least five months,
terminates employment with the District, and has at least three vears of Credited
service. The Trustees will determine the existence of a disabilifu. A participant will
only remain eligible to continue receiving disability benefits for a period in excess of
three years if ihe participant is entifled to receive disability insurance benefits under
Title ll of the Federal Social security Act as finally determined by the Social security
Administration.

(b) Benefit

A morthly benefit is payabre for the duration of the disabirity beginning after the fifth
month of disability (or termination of employment, if later). The 

-amouit 
of the benefit

is determined by converting the varue of the participant's account to a monthry
annuity as if he were age 62, but the amount will be no less lhan the minimum
normal benefit based on his years of Credited Service earned as of the end of the
flfth mohth of totat disabitity.

TERMINATION OF EMPLOYMENT

A participant who terminates his emproyment with the district wifl forfeit aU years of
credited service and all contributions ciediter to his account unress he ha! at least threeyears of as of the n. lf he has at least three years ofCurrent than five Service, he will receive the accumu_
lated val t. lf heh ree years of burrent Service and five ormcre years of credited service, he may erect to reive his Emproyee participation Account
on deposit in the Trust and will be eligible to receive retirement benefits when elioible.

CONTRIBUTIONS

contributions are made to the Trust Fund by the Diskict, The District intends to contribute
the amounts calcurated by the actuary to adequatery fund the benefrts provided in the pran.

ALLOCATION OF TNVESTMENT INCOME

At.the end of each year the totar net investment income wi be a ocated to rhe respectiveindividual and generar accounts prorated according to the barance in each account. Therate of return at which individuar accounts are credited is determined by the Trustees intheir sole discretion.

o

10.
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Aooendix A
(Continued)

11. PRE.RETIREMENT DEATH BENEFIT

(D

Thedeceasedparticipant'sSpousewi||receive50%oftheamountthedeceased
participantwouldhavereceivedifhehadretiredonhisdateofdeathandthe50%
joint and survivor annuity had been selected, takng into account the early

ietirement factor and the joint and ! urvivor option factor'

(ii)
Service

The manied participant is assumed to have terminated on his date of death'

;u;iv; i;;A; 55,'selected the 50o/o joint and survivor option, and died the next

O"y. fn" beiefit is payable on the participant's earliest retirement date The

participant must have at least one year of Current Service'

(iii)

Theaccumu|atedVa|ueinaparticipant'saccountwi||bepaidtohisbeneficiaryif
he dies prior to retirement. The participant must have at least three years oT

Credited SeNice'

12, PLAN CHANGES SINCE LAST VALUATION

None.
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Aooendix B

LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION,
LOCAL NO. 757, PENSION TRUST

ACTUARIAL ASSUMPTIONS AND METHODS

This section ofthe report describes the acfuarial procedures and assumptions used in this
valuation. These procedures and assumptions have been chosen on the basis of recent
experience of the plan and on current expectations as to future economic conditions.

The assumptions are intended to estimate the future experience ofthe members ofthe plan and
of the plan itself in areas which affect the projected benefit flow and anticipated investment
earnings. Any variations in future experience from that expected from these assumotions will
result in corresponding changes in the estimated costs of the plan's benefits.

1. ACTUARIAL COST METHOD

The accruing costs of all benefits are measured by the Individual Entry Age Normal cost
N4ethod. under this method, th6 Actuarial present Value ofthe proje;ted Benefits of each
individual included in the Actuarial valuation is allocated on a level basis over the service
of the individual between entry age and assumed exit age(s). The portion of the Actuarial
Present Value allocated to a valuation year is called thtNor:mal cost. The portion of the
Actuarial Present value not provided for at a valuation date by the Actuarial present value
of Fuiure Normai Costs is called the Actuariat Accrueo Liabilitv

RECORDS AND DATA

The data used in the valuation consist cf employee and financial information furnished by
Kernutt stokes Brandt & co., LLp. All data for valuation purpcses was acceptec withoui
audit.

AOMINISTRATIVE EXPENSE

It is assumed that the amount required for investment related expenses will be met from
earnings in excess of the 7.50% rate of investment earnings assumed for thrs varuation.
Additional annual administrative expenses of $50,000 per-year (payable at the middle of
the year) are also assumed.

VALUATION OF ASSETS

Market related value. Three-year smoothing of market returns without phase-in as defined
by Internal Revenue Procedure 98-10.

AMORTIZATION PERIOD

The Unfunded Actuarial Accrued Liabirity as of the valuation date is amortized as a level
dollar amount over a closed amortization period of 20 vears.

2.

3.

4.

c.

ful tvtiliman
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7,

E.

9.

APoendix B
(Continued)

INVESTMENT EARNINGS

The future investment eamings of the assets of the plan are assumed to accrue at an

annual rate of 7.50o/o, net of investment expenses.

FUTURE CONTRIBUTIONS TO EMPLOYEE PARTICIPATION ACCOUNTS

PER PARTICIPANT

The future contributions to each participant's account were assumed to remain at the

tOd levet with new participants' iontributions annualized. Accounts are assumed to grow

with interest eamed at the same rate of retum as the plan assets'

FUTURE SERVICE CREDITS

ParticiDants were assumed to earn future service credits at a rate based on their

annualized 2009 compensable hours

SERVICE RETIREMENT

The rates of retirement used in this valuation are illustrated below'

Vested term are assumed to retire at their earliest unreduced retirement

age'Particitoasa|ariedpositionareassumedtoretireatage60'

10. DISABLEMENT

The rates of disablement used in this valuation are illustrated below'

Age

55 - Cr
58-59
60-61

62
63-64

65
66-69

70

2n

tE

3U

OU

Annual Rate

5To
10
15
50
25
50
35

100

Number of ParticiPants
Becoming Disabled During

1

1

1

2
4
I

-;

Arnsloamaled T

f,IMilliman ffi"#Ki
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Aooendix B
(Continued)

MORTALITY

The rates of mortality used in this valuation afe represented by the Rp-2000 Mortality
Tables for Males and Females with the adjustment for "blue colla/ rates, projected to
2010 using projection scale AA. For disabled retirements, participant mortality follows the
mortality tables specified in Revenue Ruling 96-7 for disabilities in plan years beginning
after December 31, 1994.

OTHER TERMINATIONS OF EMPLOYMENT

The rates of assumed future withdrawal from active service for reasons other than death,
disability or retirement are shown below for representative ages:

't2.

Years of Service

Under 1

1lo2
3to20
Over 20

Annual Rate

25o/o

8%
3Vo

Oo/.
a7.

14.

MARRIAGE

100% of non-retired participants were assumed married. wives were assumed to be three
years younger than their husbands.

CHANGES IN ACTUARIAL METHODS AND ASSUMPT]ONS
. To reflect historical and anticipated improvements in mortality, the mortality tables for

healthy participants were updated from the '1994 Uninsured Fensioner Mortality Tables
for Males and Femares to the Rp-2000 Mortarity Tabres for Mares and Femares with
the adiustment for "blue colla/ rates, projected to 2010 using projection scale AA.

r Participants who transfer to a salaried position are assumed to retjre at age 60.
Previously it was assumed that they would retire at their earliest unreduc6d retirement
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Aooendix C

LANE TRANSIT DTSTRICT AND AMALGAMATED TRANSIT UNION'
LOCAL NO.757' PENSION TRUST

PARTICIPANT INFORMATION

The current actuarial valuation was based upon the participant data provided by Kemutt Stokes

Brandt & Co., LLP.

The following table shows the number of participants included in the cunent actuarial valuation

and the Drevious valuation.

Chanoe

Active

Age 65 & Over
Other Vested Participants
Non-Vested ParticiPants

TOTAL ACTIVE

lnactive

Reiirees, Beneficiaries &
Disabled ParticiPants

Vested Terminations
Salaried Transfers
EPA Account PaYable

TOTAL INACTIVE

TOTAL PARTICIPANTS

Januarv 1 , 2008

I
179
54

242

164
22
28
I

222

M

Januarv 1 . 2010

12
185
M

241

+3
r-o

-10

-1

171
28
30

5

2U

E5

-FO

'1. Z
-3

+12

More detailed information on cunent plan participants is shown on the following pages
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Aooendix C
(Continued)

LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION,
LOCAL NO, 757, PENSION TRUST

ACTIVE PARTICIPANTS
(January l,2010)

0to4
Count Avo. Hours Count Avo. HoursAse

Under 30

30 to 34

35 to 39

40 to 44

45 to 49

50 to 54

55 to 59

60 to 64

65&Up

Total

o

I
10

'15

15

12

5

n

;

0

2,252

2,1U
,t ooo

2 1qa

z, tco

z,vcz

2,O29

2,O76

2,142

Count

0

0

2

7

't0

15

2

0

0

2,170

2,072

2,124

2,O38

2,125 0

2,116 2

1,963 2

2,054 4

2,003 6

2,191 10

2,152 10

2,'135 3

01

Avo. Hours

0

0

2,3U
,t o?E

2,201

2,'t73

2,079

rr"

0

0

0

J

v

9

4

3

60 2,095

Aoe

Under 30

30 to 34

35 to 39

40 to 44

45 to 49

50 to 54

55 to 59

60 to 64

65&Up

Total

0

0

0

0

0

7

0

16

0

0

0

2,087

2,096

2,118

0

0

0

0

0

0

2,133

2,170

1,453

2'lJ7

zr^

20 lo 24
Count Avo. Hours

25 to 29
Count Avo. Hours

00
00
00
00
00
00
4 1,988

1 2,191

1 2,144

30&Up
Count Avo. Hours

2,O48

6 2,'t25

11 2,141

14 2,048

28 2,022

34 2,103

52 2,145

54 2,054

30 2,070

12 2,098

ua1 ? f|06

0

n

0

0

0

3

6

5

2,1A2
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Aooendix C
(Continued)

LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION'

LOCAL NO.757, PENSION TRUST

RETIREES, BENEFICIARIES AND DISABLED PARTICIPANTS
(January 1' 2010)

Age
Under 55
55 to 59
60 to 64
65 to 69
70 to 74
75 to 79
80 to 84
85&Up

Total

AgE
Under 55
EE +^ EO

60 to 64
65 to 69
70 lo 74
75 to 79
80 to 84
85&Up

I olal

Age
Under 55
55 IO CY

60 to 64
b5 ro oY
70 to 74
75 to 79
80 to 84
85&UP

Total

Number

1
,,| o

37
34
18
12

o

w

Number

A

I

I

16

Number
1

1

4

6

4

n

Monthly Beneflt
$0

1,174
14,795
u,720
26,277
10,384
5,874
1.112

$ 94,339

Monthly Benefit
$ 961

1 ,339
3,065
1 ,150

391
0

287
U

$ ,J13

Monthly Benefit
$ 189

809
360

2j35
1,226
1,505

729
416

$ 7,368

FILI Milliman
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Aooendix C
(Continued)

LANE TRANSIT DISTRICT AND AMALGAMATED TRANSIT UNION,
LOCAL NO, 757, PENSION TRUST

VESTED TERMINATED EMPLOYEES
(January 1,2010)

In addition, there are 5 former employees who are eligible for a distribution of their Employee
Particioation Account.

Age
Under 40
40loM
45 to 49
50 to 54
55&Up

Total

Age
Under 40
40 to 44
45 to 49
50 to 54
55 to 59
60 to 64
65&Up

Total

Total Accrued
Monthly Benefit

$ 1,073
718

2,259
4,935
4.560

$ 13,545

Total Accrued
Monthly Benefit$ eso

1,056
1,552
4,496
+,oco

M8
2A8

$ 13,392

Number

Y
v

n

SALARIED TRANSFERS
(January 1,2010)

Number

2

c

J

-::
JU
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Dear Diane:

this DRAFT analysis prior to completion of our work. Because this is a

ake any representation ot warranty regarding the contents of the

der noi to iake any action in retiaice on anything contained in 
-the 

draft

analysis. All parTs of this analysis are subiect to revision or cgr.reclion prior to the relea-so of .the final

anaiysis, and such changes ot conectioni may be materiat. No distribution of this draft analysis may be

made without ou express prior written consent-

Salaried RetiremEnt Plan

ate
7.5
lv1
UA

increased from 18.3"/o lo 22 0o/".

ATU:Bstiretlent Flan

As reque
assumptl
assumpti 94.85
valuation
per hour. To account for delayed
2010 through June 30, 201 1, the
increased hcim $4'26 to $4.98 per hour'

Peryourrequest,wehavea|soattachedacopyofthemostrecentva|uationreportfortheATUp|an.

Gaveats and Reliance

In preparing audit, on inform

supplied by , and legal coun

limiied to, P loyee d€ta' and

information to be reasonably consistent and comparable with in

""rr"tion 
results depend o;the ;i;grity of this information. lf any of this information is inaccurate or

incomplete our results may be differen[and our calculations may need to be revised'

All costs, liabilities, rates of interest, and other e been determined on the basis of

""t""rl"f'"i."tptions 
and methods which are (taking into account the experience

of the Plans and reasonable expectations); an ' 
offer our best estimate of

anticipated experience affecting the Plans'

Future actuarial measurements may differ significa

Actuarialcomputationspresentedinthisreportareforpurposesofdeterminingtherecommendedfunding
amounts for the ptans. rne catlitaiion. inin" un"rosed report have been made on a basis consistent

with our understanding of the ilnl. i;"li;g r;iiiements and goals. Determinations for purposes other
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than meeting these requirements may be significantly different from the results contained in this report.
Accordingly, additional determinations may be needed for other purposes.

Milliman's work is prepared solelyfor the internal business use of the District. To the extent that Milliman's
work is not subject to disclosure under applicable public records laws, Milliman's work may not be
provided to third parties without Milliman's prior written consent. Milliman does not intend to benefit or
create a legal duty to any third party recipient of its work product. Milliman's consent to release its work
product to any third party may be conditioned on the third party signing a Release, subject to the following
exceo!on:
(a) The District may provide a copy of Milliman's work, in its entirety, to the District's professional
service advisors who are subject to a duty of confidentiality and who agree to not use Milliman's work for
any purpose other than to benefit the District.

No third party recipient of Milliman's wcrk product shoutd rely upon Milliman's work product. Such
recipients should engage qualified professionals for advice appropriate to their own specific needs.

The consultants who worked on this assignment are pension actuaries- Milliman's advice is not intended
to be a substitute for qualified legal or accounting counse..

On the basis of the foregoing, we hereby certify that, to the besi of our knowledge and belief, this report is
complete and accurate and has been prepared in accordance with generally recognlzed and accepted
actuarial principles and practices. We are members of the American Academy of Actuaries and meet the
Qualification Standards to render the actuarial opinion contained herein.

lf you have any questions, please let me know.

Best Regards,
Ryan

Ryan A, Lan6, EA, MAAA i Consulting Actuaryl Mflfim.n

1 1 1 sW Fiflh Avenue, sune 37oO i 
ponbnd, OR gI.zulZ sOs.zzt.oau l* sos zzz.ze*
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FINANCE COMMIfiEE AGENDA ITEM SUMMARY

DATE OF MEETING:

ITEM TITLE:

PREPARED BY:

ACTION REQUESTED:

BACKGROUND:

October 12, 2010

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB)

PENSION DISCLOSURE PROPOSAL

Diane Hellekson, Director of Finance and Information Technology

None

Because so many public pension plans have signiflcant unfunded liabilities'

the Governmental Accounting Standards Board (GASB) has proposed new

used to offset the asset shorifalls of the plans.

them.

Governments with underfunded pension plans oppose the proposed new

rules. A comment period expired September 17,2010' Public hearings

have been scheduled in October. lt is not known at this time if the

The purpose of providing this information is to make committee members

u*ai" oi the rule change proposal and to illustrate that underfunded
pension plans are a concern of regulatory bodies'
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/l1 Finance Committee Ag€nda ltem Summary--GASB Pension Plan Disclosure Proposal Page 2
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To order additional copies of this srryplernent (Product Code No. GV12S) or copies of the firll
Preliminary Views (Product Code No. GVl2), contact the GASB Order D€parment at 1-800-
7 48-0659, or order online at www.gasb.org.

Copynght @ 20 I 0 by Financial Accouating Foundatioo, 401 llleritt 7 , PO Box 5 I I 6, Norwalh
CT 06856-5116. All rights reserved. Perurission is granf,ed to rnke copies ofthis work provided
that suoh copies are for personal or inEaorganizational use only and arc not sold or disserninated
and provided further that each co'pry bears the following credit line: *Copynght @ 2010 by

n Financial Accormting Foundation. All rights re*rved. Used by permission."
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This document is a plain-language supplement to th€ Preliminary views, Pension Accounting and

Financial Reporting by Employers,lssued by the Governm€ntal Accounting Standards Board' This
supplement is pr€pared for citizens, taxpsyers' el€cted representatives, municipal analysts, and

other external users of governm€ntal |inancial informstion and contains a minimum of technical
terminology. The supplement references the Preliminary views and should be r€ad in conjunction
with it The Preliminary Views can b€ downlorded from the same location as this supplement:
www.qasb.ore. Questions for zsers of governmental financial information are posed throughout this
supplement. Instructions for responding to the questions cre on pages 15 and 16' Preparers and
auditots of finucial slalemenE and scluaries are requested 10 an$eer the queslions posed in lhe

Views.

OVERVIEW

Thc primary goal of the Govemmental Accounting Standards Board (GASB) is to develop
high-quality standards of accounting and financial reporting for state and local governments.

High-quality standards lead to information in financial reports that improves transparency, assists

users in assessing accountability, anC is useful for making decisions. The GASB pcriodically
reviews its existing standards to determine whethcr they continue to achieve these objectives
effectively.

The GASB's standards for accounting for and reporting on the pension benefits that
governments provide to their employees have been in effect for over a decade. In 2006, the

GASB began a research project to cx-amine lvhether those standards are effective in providing
decision-useful information, supporting accountability and transparency, and helping people to
assess interperiod equity (the degrce to which a govemment raises sufficient resources in a givcn
year to cover that year's costs, as opposed to, for instance, consuming resources accumulated in
prevlous ycars).

In 2009, the GASB issued an Invitation to Commcnt that dcscribcd key issucs identified
during the research project and explored potential approachcs to addressing thcm. After
considering responses from nearly 120 individuals and organizations, the GASB has developed a

Preliminary Views containing a set ofbroad principles and concepts that may lead to changes to
the existing standards to improve their effectiveness.

It should be noted that the Preliminary Views relates solely to accounting and financial
reporting and does not apply to how govemments approach the funding oftheir pension plans. At
present, there generally is a close connection bctween how governments fund pensions and how
they account for and report information about them in audited financial reports. The principlcs
and concepts in the Preliminary Views would separate how the accounting and financial
reporting is deiermined from how pension benefits are funded. Should the GASB's prcliminary
views become accounting and financial repoding standards in the future, govemments would not
be requircd to mirror the accounting and financial reporting changes in thcir funding approaches.

This supplement discusses issues in thc ordcr they are raised in the Preliminary Views.
Each section of this supplement concludes by posing questions specifically written to ask users

of governmental financial information how the GASB's preliminary views would affect the
decision usefulness of the information they receive and their ability to assess governmcnt
accountability and interperiod cquity. Users also may answer the questions posed in the
Preliminary Yiews. Other readers of this supplement, such as achnries or percons who prepare
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or audit government financial slatements, are requested to answer the questions in the

Preliminary Views rather lhan the questions in this supplement

THE NATURE OF A GOVERNMENT'S PENSION OBLIGATION

Key Issues: How does an obligalion to provide pension beneJits arhe? Does a governmenl's
promise lo provide pension benefits when its employees rclirc constitute a liability that should

be reported in the ftnancial slalements?

Employees of state and local govemments gcnerally receive two types of compensation in

return fo; their labor----currcnt compensation (salaries and health insurance benefits, for the most

part) and dcferred compensation (primarily pensions and retiree health insurance). Both current

and defened 
"o-p"n."tioo 

are camed by the employees as they work. But whereas salaries and

other forms of current compensation generally are received by employccs while they are

employcd by the govemmcnt, deferred compensation is not received until aftcr employees havc

r"tircd o. ot'heru'iie left the employment of the governrnent. The most common form of defcrred

compensation is pension benefits.
In the Preliminary views, the GASB affirms this understanding of the nature of

pension benefits-that they are a form of deferred compensation that is.earned.as
employees work for a goyernment-an understanding that underlies the cxisting pension

standards.

Responsibility ior the Pension Obiigation

The fact that pcnsion benefits earned today are not received by the employees until some

point in the future whcn they retire means that a govemment has an obligation no]t to provide

ihose benefits at that future time. Most govemments make payments to a pension pl4n to

accumulate resources for the purposc of making fuhrre payments whcn they come duc and

thereby mect that obligation. The iontributions to the pension plan arc calculated to be what is

needed to acquire investments that will have sufficient value to meet this objective'

The Preliminary Vicws states that for financial rcporting purposes, the employer is

primarily responsibie for the obligation to the extent that sufficient assets have not yet been

iet asiae to satisly the obligation. The pension plan is primarily responsible for 
-the

obligation to the eitent that d;dicated asseis exist. (This decision is discussed in Chapter 2 of
the Prcliminary Views.)

in other words, if on a given datc the obligation for pension bcnefits equals $1 million, and

the value ofassets in the peniion plan equals $800,000, thcn the pension plan is responsible, first

and foremost, for $800,0b0 of thi pension obligation. The govemment is primarily responsible

for the remaining $200,000 and seCondarily responsible for the $800,000 obligation, should the

asscts in the plan decline in value.

The Net Pension LiabilitY

At present, noithcr rhe total obligation for pensions nor the unfunded portion is reported as

a liability in a govemment's financial statements, Rather, a liability is reported if a govemment

contributes less than the annual required contribution calculated by actuaries (based on the
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requirements of the GASB'S standards). In developing the Preliminary Views, the GASB
considered whether the portion of the total obligation for which thc governmcnt is primarily
rcsponsible constitutes a liability that should be rcported iD the government's financial
statements. GASB Concepts Statement No. 4, Elements of Financial Statemenrs (which did not
exist when the cunent standards were writtcn), dehnes liabilities as "prescnt obligations to
sacrifice resources that the govemrnent has little or no discretion to avoid."

In the Preliminary Views, the GASB has taken the position that the portion of the pension
obligation that is not covered by assets in the pension plan-the unfunded obligalion-is a
liability of the government. (Chapter 3 ofthe Preliminary Views discusses the applicability of
each of the components ofthe definition ofa liability.)

Furthermore, the GASB believes that this liability meets the criteria for being reported
in the government's accrual-based financial statements (all statcments except those for the
govemmental funds), as described in Concepts Statement No. 3, Communication Methods in
General Purpose External Financial Reports That Contain Basic Financial Statements. T\aI is,
the liability (total pension liability minus plan net assets) is believed to be "measurable with
srrfficient reliability." The Preliminary Views refers to this liability as a net pension liability.

Summary of GASB Views

o Pcnsion benefits are a forrn of compensation promiscd by governments to their employees in
exchange for work performed.

. The pcnsion plan is primarily responsiblc for the pension obligation to the extent that assets
have been accumulated in ihe plan (by government and empioyee contributions and
investment earnings) to finance the pension benefits; the government is secondarily
responsible for lhis funded portion of the obligation.

. The govemment is primarily responsiblc for the remainin g unfunded portion of the
obligation.

o Thc unfunded portion of the pension would be reported as a net pension liability in lhe
financial statements of the povemment.
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Questions for Users about the Nature of the Pension Obligation

l. Do you agrce or disagree with the GASB's views regarding the nalure of the pension
obligalion? llthy do you agree or disagree?

2, How would those views alfect any or all of the following:

a. The usefulness of the information to the analyses you perform, the work yoa do, or the
decisions you make?

b, Your ability lo assess a government,s accountability?

c. Your abilitv lo assess 2



MEASURING A GOVERNMENT'S TOTAL PENSION LIABILITY

Kelt Issues: How should the amount of the pension liability be measured? What methods and

sssumptions should be used in the calculation?

Because pension bcnefits are paid in future years and are based in part on events fhat have

not occurred yet (for instance, future salary increases), govemments cmploy actuarial methods 10

estimate how much the benefit paymcnts will be in future years. An actuary's valuation is the

product ofmany assumptions regarding the factors that affect the amount ofbenefits that will be

paid to employees and iheir beneficiaries in the future. These assumptions are based on historical

experience and expectations about the future.
The factors that are included in estimates ofthe amount of benefits to be paid may include,

but are not limited to:

o How many employees of a govemment are cxpccted to receive benefits

o How long cmployees are cxpected to work for the govemment

o [Iow long employees are cxpected to live after Ietiring (and, hence' how many years they

will receive benefits).

The projccted future cash outflows for pension benefits are convertcd (discounted) to their

present vaiue-thcir estimated value in today's dollars. Portions of the present value_ gerrcrally

irc attributed to the past, current, and future years during which employecs have worked or are

expccted tc rvork in exchange for the bcncfits.
The portion of the present value related to services provided by employees in prior ycars

scrves as the basis for determining thc total pension liability described in thc previous section. As

previously noted, the total liability minus the net assets in the pension plan equals the net pension

liability a govemment would report in its financial statements.

tn.-cnsn aflirms in the Preliminary views the general current practice of

incorporating expectations of future employment-related eYents (such as salary increases

and years of continuing employment until retirement) and other assumptions into

proje;tions of pension beneni payments. (This and the following views described in this

section are discussed in Chapter 4 of the Preliminary Views.)

Cost-of-Living Adjustments

Some pension plans include provisions for adjusting benefits to keep pace with rising

pr\ces-autimatic cist-ofJiving acljustments (COLAs). Ad hoc COLAs, on the other hand' arc

not written into the provision, of *t" pension plan; they are made at the discretion of the

govcrnment. Automadc COLAs are currently included in benefit projections, but ad hoc COLAs

are not.
Under the Preliminary views, ad hoc colAs also would be included in benefit

projections if an employei's past practice of granting ad hoc COLAs indicates that the

COLAs effectively have become automatic.
The implication of this view is that, for some employers, the amount of projected futule

pcnsion beneht payments would be greater than under current standards. As a result, the present
'\ralue of thc futuie benefit payments and the nct pension liability to be reported by thosc

qovernments also would be larger. The GASB believes that this would be a more accurate
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reflection of the total obligation of a govemment that provides ad hoc COLAs in a virh.rally
automatic manncr.

Discount Rates

Ifyou werc to try to calculate how much you would receive in the future ifyou invested a
certain amount today, you would need to determine how much the investment would eam-thc
intercst rate. For any givcn amount invested today, a bigher interest rate anticipates larger future
returns. Altematively, for any given pa]'rnents to be received in the future, a lower interest rate
would require you to invest a larger amount today. For example, if you wanted to receive annual
payments of $100 for each of the next 10 years, and the interest rate were 6 percent, then you
would nccd to jnvest about $736. However, if the interest rate were 3 percent, then you would
need to invest more-about $853.

The process of converting or discounting projected pension bcncfit payments into thcrr
present value is a similar process and requires assuming an interest or discount rate. At present,
the accounting and financial reporting standards require govemments to apply a discount rate
that is based on their expected rate of retum on the invesknents of the pension plan over the long
term.

However, in some cases, the assets held by a pension plan ovcr time, including future
contributions and earnings, may not be expectcd to fully cover projcctcd benefit payments. In
such circumstances, the GASB does not belicvc that it is appropriate to use the rate of retum on
plan investments to calculate the prcscnt value of future benefit paymcnts for which plan assets

will not bc available.
It is the GASB's view that a reasonable long-term expected rate of return on the

plan's investments would continue to be the basis for discounting projected benefit
payments to their present yahre, but only to the extent that the cunent and expected fulure
plan net assels will be sufficient to covet the future benefrt payments. This portion of the
pension liability is not like traditional debt or other long-tem liabilities, in that asscts are set
aside in an irrevocable trust and invested on a long-term basis to satisfy the pension liability.

Benelit payments that are expected to occur beyond the point at which expected plan
assets are projected to be exhausted would be discounted to their present values using a
high-quality municipal bond index rate. This portion of the liability is more akin to other
forms of long-term debt.

The result of combining thcse two rates is an average rate that is weighted according to
proportions of future benefit payments for which plan net assets aro projcctcd to be available or
not. The impact of using a single weighted average discount rate depends on whethcr the high-
quality municipal bond index is higher or lower than the long-term expected rate of rehrrn. For
example, at the prescnt time, most high-quality municipal bonds carry an interest rate that is
lower than that of average long-term pension plan investment retums. Therefore, if a
government's benefit payments are expected to exceed projected plan assets, all other things
being equal, the result of using a lower discount rate would be a larger present value and
therefore a larger net pension liability in thc financial statements. Thc GASB bcli*'cs that this is
a more accwate depiction of thc lcvel of resourccs that will be consumed by the promised benefrt
Davments.
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Method of Attributing the Present Value of Benefit Payments to Specific
Periods

Aftcr the projected benefit payments have been discounted to their present value, an

actuary allocates that present value over a period related to the years when the employees work
or arc expected to work for a govemment and earn the benefits. At prescnt, govemments can

choose among six methods for attributing the prescnt value ofbenefit payments to specific years,

for accounting and financial reporting purposes. The way in which the present value is divided
among prior, current, and future years has an effect on the amounts of the bcnefits that are

identificd as being related to services in each period and thcrefore the amount reported as

pension expense in the financial statements. In addition, the method of attribution affects the

amount of the benefits assigned to past periods-the total pension liability.
The attrrbution of the prescnt value of bcnefit payments is done eithcr in level dollar

amounts or as a level percenlage of projected payroll. Tbe level dollar method divides the

liability into equal dollar amounts over the appropriate number of years. The level percentage

method calculates paynrents so that they equal a constant percentage of projected payroll over

trme.
Some people tike having multiple attribution methods to choose from because it is flcxible

and supports consistcncy between how governments make funding decisions and how they

account for and report pensions in their audited financial reports. Ilowever, other peoplc bclicvc
that allowing numcrous approaches to allocation adversely affects the comparability of the

resulting information, making it difficult for financial statement users to compare governments.

The Preliminary Views would require, for the purposes of accounting and financial
reporting, that all governments discount projected benelits to their present value when
employees first entered the government's employment (the entry age method) and attribute
that value to employees' expected periods of employment as a level percentage of projected
payroll. (Again, it should be noted that this requirement, as with any aspect of the GASB's
pension standards, would apply only to accounting and financial reporting; govemments may

make other choices when deciding how they wish to fund their pension plans.)

The GASB views the attribution pattems that result from the entry age and level percentage

of payroll methods as more representative of how pension benefits are eamed ln other words,

the entry age and level percentagc of payroll methods reflcct the ongoing annual exchange of
service for benefits over the cowse ofan employcc's period of employment in amounts that keep

pacc with the employee's projected salary over that period.
Although moving from a choice among six attribution methods to a singlc rcquired method

would be a significant change, the GASB believes that potcntial disruption would be minimized
for two reasons. First, the entry agc method is the most commonly used of the six options at

present. Second, most govemments currently choose a level percentage ofpayroll approach over
level dollar.

Summary of GASB Views

o Future salary increases and future periods of employment with the govemment would
continue to be incorporated into projections of pension benefit payments.
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. Automatic COLAs would continue to be incorporated into projections of pension bcnefit
payments, and ad hoc COLAs would be included as well if an cmployer's practice indicates
that the COLAs are essentially automatic.

. A single weighted-average discount rate would be used bascd on the long-term cxpected rate
of rehrm on the assets of the plan to the extent that projected bencfit paymcnts will be
covercd by current and expected plan assets, and a high-quality municipal bond index beyond
the point at which asscts are not available.

. Projected pension bencfits would be discounted to each employee's entry age and attributed
to the employee's expected term ofservice as a level percentage ofpayroll.

REPORTING CIIANGES IN A GOVERNMENT'S NET PENSION
LIABILITY

Kqt fssues: When should year-to-lear changes in the net pension liability be reported as
expenses? Should there be dilferent timing of expenses depending on the type ol change in the
net pension liabilily?

The size of a govemmcnt's nct pension liability changes from year to year for a variety of
reasons:

1. Employees work and earn more bencfits
2. The outstanding liability accrucs intcrcst
3. Actual cconomic and demographic factors differ from what was assumed in the calculation

of the pension liability
4. Changes are made in assumptions about economic and demographic factors
5. Cbanges in the terms of the pension plan affect benefiis associated with employee scwices

in past years
6. The value ofplan net assets changes.
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Questions for Users about Measuring the Total Pension Liability

3. Do you agrce or disagree with the GASB's views regarding how lhe total pension liability
should be measared? llhy do you agree or disagree?

4, How would those views affect any or all of the following:

* The usefulness of the information to the anab)ses you perform, the work you ilo, or the
decisions you make?

b, Your ability to assess a governmenl's accountahili4t?

c, Yoar abilitv to assess 2



The amount of the net pension liability, as discussed so far, equals (a) the portion of the

prcsent value of the future pension benefit payments a govemment will make to its current and

former employees that is attributed !o past periods mlzus (b) the net assets set aside in the plan

that are available to pay benefrts. A key accounting and financial reporting issue is when to

recognize period{o-period changes in the net pension liabitity as a cost of a govemment's

operations-as expenses in the accrual-based financial statements.

Changes to Be Reported as Expenses Each Year

The Preliminary Vicws discusses how changes in the net pension liability would be

reflected in the financial statements. (The tentative decisions described in this section arc

discussed in Chapter 5.) Each year, benefits earned by employees in exchange for their
services and th€ interest on the beginning balance ofthe total liability would be reported as

expenses. (Refer to Items 1 and 2 above.) Pension bcnefits and interest costs are reported as

expenses annually as they are eamed or accrue, respectively. Likewise, the effects of changes in
plan net assets other than investment eamings (for instance, contributions) would be incorporated

into expenses when the changes occur.
In contrast, ihe cffects of othcr changes in the nct pension liability would be accumulated

and systematically reported as expense cach year until an employce retires.

Changes to Be Reported as Expenses over the Remaining Period of
Employment

Predictions of economic and demographic factors are not precise, and il general, the achral

experience hrms out to be differcnt ftom what was assumed. Fudhermore, governments may

change their assumptions periodically to acknowledge a persistent difference bctween assumed

and actual experience, or because some other event (such as a long-term economic downtum)
suggests that future experience will bc different. Changes in the liability related to (1) the
difference between assumed and actual economic and demographic factors and (2) changes

in the assumptions would be systematically spread over the employees' remaining service
periods-the time from now until the employees retire-and each year's portion would be

reported as expenses, based on the Preliminary Views. (Refer to Iterns 3 and 4 above.) Ifa key

goal of financial reporting is to aid in the assessment of interperiod equity, then it is rational to

recognize expenses while the benefits are being earned-that is, over an employee's term of
employment.

Occasionally, the terms of a pension plan may bc changed in a way that retroactlvely
changes the amount of bcncfits that were considered earned by employees for service in past

years. Because most states, through constitutions or stahltes, prohibit a reduction in the pension

benefits of current and former public employees (as opposed to prospective reductions in the

benefits of employees hired in the future), virhrally all of these retroactive benefit changes are

improvements in benefits that increase the size of the net pension liability and the annual costs.

(Refer to Item 5 above.)
An increase in the net pension liability due to retroactive benefit improvements would

be recognized as expense over periods representative of the employees' remaining service.

In conccpt, the GASB believes that it is appropriate that thc cost of benefit improvements be
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expensed while the employccs arc still working for thc govemmcnt and not assigned to periods
aftcr thcy retire when the govcmmcnt is no longer receiving scwice from them.

At present, governments may recognizc the changes resulting from Items 3-5 over a period
of up to 30 yearc. The implications of the GASB's vicws in this area would be that most
govemments would recognize these costs as pension cxpcnses sooner than they do at present.
For instance, benefit changes affccting retirees and othcr persons no longer working for a
govemm€nt (and thus with no remaining scrvice period) would be recognized as expcnse
immediately.

Again, it should be noted that these proposals would be required only for accounting and
financial reporting purposes. Govemments would not have to change their annual pension
contributions to match the change in expensc rcporting.

Investment Earnings

Broadly, a pension plan's assets that can be used for providing benefits derive from three
sources employer contributions, employee contributions, and eamings on the investmcnt of
those contributions. As noted previously, all other things being equal, a relatively greater rctum
on invcstm€nts wouid lower the amount a govcmment would need to contribuie io ensure that
sufficient assets are available in the plan to pay bcnefits when due. Alternatively, a rclatively
lesser return would rcquire a govemment to contribute more.

The long-term expected rate of retum on plan inveshnents, therefore, is a key factor in
determining what it costs a govemment (rcportcd as expenses) to provide a given level of
pension bcneiris. To the extent that investmcnts eam less than expccic<i, a governmcnt's pension
expenses will be greater. To the extent that investments eam more than expected, it serves to net
against and lower a govemment's pension expcnse.

Under the existing accounting and financial rcporting standards, annual changes in the
value of pension pian investments may not immediately impact the unfunded pension obligation
or pension expense. Rather, the increases or decreases in value are permitted to be recognizcd
over several years (most often three to five); this is often called asset smoothing. This is done as
part of planning how a govemment will fund its pensions. The objective is to minimize the
impact ofnormal year-to-year volatility of investment values on the size ofthe obligation, so that
annual contributions to the pension plans follow a reasonably predictable trend over time.

The incorporation of asset smoothing into the present accounting and financial repofiing
standards has been criticized by some because, in their view, it may delay a govcmmcnt's
reaction to significant changes in the value ofplan assets, and it diminishes the comparability of
the unfunded obligation measure from govemment to government.

The Preliminary Views describes a different approach that bridges these concerns about
current practice. The net pension liability would be calculatcd by subtracting pension plan net
assets available for benefits, including the fair value of investments (not a value based on
smoothing annual changes in fair value), from the total pension obligation.

As with assumed economic and demographic factors, assumed retums on plan investrncnts
would bc incorporated into the pension cxpcnse each year. But should actual rcLims above or
below the assumed rate be part of the expense calculation as well? The Prelimtnary Views would
not include differences between the assumed and actual returns in the expense calculation
immediately. (Refer to Item 6 above.) Rather, the annual difference between the assumed and
actual investment return would accumulate in the financial statements as deferred inflows
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(returns above the assumed rate) or deferred outflows (returns below the assumed rate),
but only to a certain extent.

What does that mean? Generally, actual returns arc greater than assumed in some years and

lower than assumed in other years. Over timc, these differences would be expected to

approximately offset each other. The GASB believes that it generally is not appropriate to

include in the calculation of annual pension expcnse these differences in retums that are expected

to offset one another.
However, there is a limit to how much would be defened and not included in thc pension

expense. If the deferred outflows (or inflows) accumulate to an amount that exceeds

15 percent of the plan's investments, then the excess amount would be reported as expense

(or a reduction ofexpense) immediately.
This proposal would serve to remove normal fluctuations in investment values that, ovcr

time, are expected to have no net impact on exponses. Howevcr, events that have a cumulative
impact on assct values that is expected to take a relatively long period to offset (an impact that

cxceeds the 15 percent limit), such as a large increase or decline in the stock market, would be

incorporated in the expense calculation immediately.

Summary of GASB Yiervs

Changes in the amount of the nct pension liability would be incorporated into the

calculation of annual pension expense in the following ways:

o (1) Pension benefits earned, (2) intorest cost on the beginning balance of the total pcnsion

liability, and (3) changes in plan net assets not rclated to investments would be reported as

expenscs each year as they occur.
o (a) Differcnces between expected and actual economic and demographic factors relevant to

the calculation of the total pension liability, (b) changcs in assumptions about those factors,

and (c) changes in pension plan terms that affect the amount of benefits attributed to past

years, would be systematically reported as expcnses over a period rcpresentative of the

remaining service periods of employces.
. Differences between assumed rctums on pension plan invcstments and actual returns would

be dcfened as long as the accumulated deferred inflows or defened outflows do not exceed

the equivalent of 15 percent of the fair value of pension plan investments. Any amount

beyond l5 percent would be incorporated into the expense calculation immediately.
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Questions for Users about Reporting Changes in the Net Pension Liability

5. Do you ogree or disagrce wilh the GASB's views regarding when changes in the
components of the nel pension liability should be rcported? l{hy do you agee or disagree?

6. How woald those views affect any or all of lhe following:

a, The uselulness of lhe infomation to the ona,lyses yoa perform, the work you do, or the
decisions you make?

b. lbur ability to assess rr government's accoantabiligt?

c. Your abilitv to assess 2

GOIIERI{MENTS IN COST-SIIARING MULTIPLE-EMPLOYER
PENSION PLANS

Key Issue: Should governments that parrtcipate in a cost-sharing multiple-employer pension
plan report a net pension liability, as would governments in sole and agent multiple-employer
plans?

The issues discussed to this point have related almost entirely to govemments participating
in single-employer and agent multiple-employer pension plans. As their name indicates, single-
employer plans involvc only one govemment, whcreas multiplc-cmploycr plans include more
than one governmcnt.

In agent multiplc-cmployer plans, separate accounts are maintained to ensure that each
employer's contributions arc used to provide bcncfits only for the employees of that government.
Individual employers are responsible for bcncfits associated with their own employees only, and
separate actuarial calculations are made for cach participating govemment in thc plan. It is like a
collcction of single-employer plans. Horvever, to take advantage of economies of scale, the cost
of administering the plan is shared by the participating governments, and the plan assets
generally are pooled for investment purposes.

In a cost-sharing multiple-employer plan, on the other hand, governments pool (share) thc
costs ofproviding benefits and administering the plan and the assets accumulated to pay bencfits.
A single actuarial valuation is conducted for all of the employees of the participating
governments combined.

The present accounting and financial reporting requirements for governments participating
in cost-sharing plans reflect the pooling ofrisks and assets by not requiring actuarial information
to be presented for individual employers. Instead, this information is required to be presented in
the cost-sharing pension plan's own financial statements. For ilstance, the disclosures and
supplementary schedulcs that frack the lcvcl of plan funding over time and compare actual
contributions with the amount the actuarial calculations say should be contributed are not
presented by the individual govemments, only by the plan.
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However, it does not appear that the needs of the users of information about cost-sharing

plans and their participating governments are substantially different from the needs of users of
iole and agent pension plan financial reports. For instance, users want to know if a government

in a cost-sharing plan, like other govemment employers, incurred an obligation to plovide
pension bencfits to employees as they have worked.

Net Pension Liability

Similar to the tentativc conclusion that the unfunded portion of the pension obligation ofa
single or agent employer is a liability of the government that should be rcported in the financial

statements-a net pension liability-the GASB believes that the unfunded portion of a cost-

sharing pension plan's obligation is the primary responsibility of the participating governments

". 
u group. Each participating government, therefore, would report a net pension liability

based on its proportion ofthe unfunded obligation of all ofthe participating governments.

Changes in the Net Pension Liability

Broadly, ihere are two sources ofchanges in the net pension liability that '*ould affect each

individual participating govemment. First, the collective cmployers' pension obligation changes

due to the factors described in the preceding section (Items 1-6). The collective effect of those

changes on expense and deferred outflows (inflows) would bc determined using the same

methods propoied for govemments in single-cmployer or agent multiple-employer plans. (Refer

to the Summary of GASB Vicws in the preceding section.) A participating government would
report its proportionate share of those collective changes.

Second, a change in a government's proportionate share of the collective employers'

pcnsion obligation would change the liability it reports.

Summary of GASB Views

. The portion ofa cost-sharing multiple-employer pension plan's pension obligation for which

asseti are not available-the unfunded pension obligation-is a liability of the participating

govemments, not the plan itself.
. A govemment participating in a cost-sharing plan would report a liability in its own financial

statements that is equivalent to its proportionate share of the collective unfundcd obligation.
. A govemment participating in a cost-sharing plan would report its proportionate share of

changes in the employers' collective pcnsion obligation using the same methods (expense or

deferred outflows/inflows) proposed for governments in single-employer and agent multiple-

employer pension plans.
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Questions for Users about Governments in Cost-Sharing Plans

7. Do you agree or disagree with lhe GASB's views rcgarding govemments in costsharing
maltipl.e-employer plans? ll/hy do you agree or disagree?

8, How would those views affect any or all of the following:

* The usefulness of lhe inlormation to lhe analyses yoa perform, the work you do, or the
decisions you make?

b. Yoar abilig lo assess a government's accountability?

c, Your abilitv to assess t

THE TIMING AND FREQTJENCY OF PENSION MEASUREMENTS

Key Issues: How often should nctua al measurcments take place for the purposes
accounting and financial reporting? When shoald actuafial me&surements takc place
rehtion to a govetnmenl's Jiscal year-end?

The Preliminary Views states that the net pension liability would be measured as of
the end of a government's fiscal year. Doing so would require determination of two key pieces
ofunderlying information-the total pension liability and the value ofplan assets.

An actuarial valuation of the pension obligation would need to be performed at least
once every two years, according to the Preliminary Views. The valuation date would not
need to be the employer's fiscal yeer-endl however, it would need to be s date no more than
24 months prior to the fiscal year-end on which the net pension liability is being reported.

Measurements made earlier than the fiscal year-end would have to be updated to
incorporate changes that took plece in the interim that have an effect on the net pension
liability. How would an update compare wilh a new actuarial valuation? The procedures needed
to update an actuarial valuation to the employer's fiscal year-end would depend on the extent of
the impact of events and transactions since the last actuarial valuation. An update might adjust
the net pension liability for benefits eamed, interest on the total liability, and benefit payments
since thc last achrarial measurement. However, if there have been significant changes since tle
last actuarial measurement, a new actuarial valuation might be needed.

The actuarial valuation that produces the mcasure of the unfirnded pension obligation under
current standards also is requircd to be conducted at least every other year. In practice, many
govemments have annual valuations. At present, it is possible that tlre underlying actuarial
valuation cn which a government's pension expense is based could be more than trvo years old
by the end ofthe fiscal year for which the government is reporting, or more than three years old
ifa government has valuations done every other year.

The result of pursuing this view would be more up-to-date information about the size ofa
govcmment's unfunded pension obligation. Comparability across governments would be
improved as well, because each government's net pension liability would be based on
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information as of the end of its fiscal year. That would alleviate concems about outdated

inforrnation.

Summary of GASB Views

o The nct pension liability (total liability minus the

measwed as ofthe end ofa government's fiscal year.
value of plan net assets) would be

. Actuarial valuations to measure the total liability would take place at least every other year.

. The date of the actuarial valuation used to report an employer's net pension liability would

not have to be the ernployer's fiscal year-end; howevcr, it would have to be no more than 24

months prior to the end ofa government's fiscal year'
o Measurements of the net pension liability that take place earlier than the end of a

government's fiscal year would be updated to reflect all significant changes between the

actuarial valuation date and the fiscal year-end.

WHAT INFORMATION DOES THE GASB NEED TO PROCEED WITH
THIS PROJECT?

when the GASB sets standards, a crucial part of its "due process" activities is the

publication of documents for public discussion and comment. The GASB relies on the comments

of the people who prepare and audit frnancial statements to assess the tcchnical accwacy and

appropriateness of potential approaches to addressing accormting and financial reporting issues.

The GASB often poses questions regarding critical issues in its due process documents.

The users of financial siatements, on the other hand, are in the best position to help the

CASB understand whether or not the information that would result from the potential approachcs

would be useful for fulfilling their need for govemmental financial information. The substance of
the comments from each of the GASB's constituents is morc important to the GASB'S

deliberations than the total number of people for or against a certain approach. A Preliminary
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Questions for Users about the Timing and Frequency of Measurements

9. Do you agree or disagree vtith the GASB'| views tegatding the timing and frequenc! of the

messuremenl of the net pension liability and its components? Why do you agree or
disagree?

10. How would lhose views affect any or all of the following:

* The usefulness of the infomation to the analyses you perform, lhe work you do, or lhe

ilecisions you make?

b. Yow abiliy to assess a government's accounlahiliry?

c. Your abilitv to assess inlerperiod equity?



Views is not an opinion poll, and the GASB's ultimatc decisions are not neccssarily those with
the most popular support.

You can help the GASB to complete this project by reviewing tlte issucs raised in the
Preliminary Views and answering thc questions posed throughout this supplcment.

WHAT IS THE PURPOSE OF'THIS SUPPLEMENT?

To help achieve its mission of sctting accounting standards that result in information that is
useful for making decisions, the GASB makes a concerted effort to communicate with the public
in a more understandable and broadly accessible manner. In particular, the GASB occasionally
uses "plain-language" supplements in conjunction with its due process documents.

This document is a plain-language supplcment that accompanies a Preliminary Views
discussing potential changes to the GASB's existing standards for pensions-Pension
Accounting and Financial Reporting by Employers. The intention of this plain-language
supplement is to make it easier for you to participate knowledgeably in the GASB's standards-
sefting activities. This supplement attcmpts to achieve this goal by (1) presenting the issues with
as little of fte Prelirninary View's technical and implementation-oriented vocabulary as possible
and (2) focusing on the impact the issues may have on the information you find in govcmment
financial statemcnts. This supplement focuses on situations that most typically occur and docs
not address certain circumstances that are less common. The complete discussion of the issues
can be found in the Prcliminary Views, which should be read in conjunction with this
supplemcnt.

The GASB hopes that, as a result of its efforts to present these issues in less technical
Ianguage, more users of govemmental financial information will rcspond. The GASB will
consider this fecdback, and that expressed in three public hearings, during its future delibcrations
on the pension standards.

HOW CAN YOU SHARE YOUR OPINIONS WITH THE GASB?

It is essential to the Board to reccive feedback from users like you, in response to the
qucstions presented abovc. You may also wish to address other issues raised in 'rhe Preliminary
Yiews. (Preparers and auditors of financial statements and actuaries are requested to answer
the questions posed in the Preliminary Views rather than the questions in this supplement.)
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If you would like to submit written comments to the GASB about the views expressed in
this document, there are two ways you may do so:

. By email-send youf comments to director@gasb.org
o By traditional mail-include your comments in a letter and mail to:

Director ofResearch and Technical Activities
Project No. 34
Govemmental Accounting Standards Board
401 Merritt 7, PO Box 5l l6
Norwalk, CT 06856-5116

Submissions are requested by September 17, 2010.
The GASB has scheduled three public hearings at locations around the country:

. October 13,2010 in Dallas, Texas

. October 14,2010 in San Francisco, California
o October 27,2010 in New York City.

If you wish to speak at a hearing, you should notiry the GASB of your intent in writing and
submit a copy of your comments, using the address above, no later than September l'l, 2010.
You can testifo in person or via telephone. Plcase read the participation requirements in the
notice of public hearing in the Prcliminary Views.
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