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 Police employees were originally in State of 
Maryland plan (pool) and provided same 
benefits as all other employees

 In 2001 decided to give Police employees 
separate plan with earlier retirement ages, higher 
benefits and higher employee contributions

 Decided not to join State’s LEOPS plan
 Two years ago (i.e. the 7/1/12 valuation) we 

lowered the investment return assumption from 
8% to 7.5%

 This year we adopted a “closed” amortization 
period

BACKGROUND



Background 
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 Current provisions:
 Can retire after 25 years with 50% of pay
 Can retire early with reduced benefits at age 

55 if have 15 years but not 25
 Retirees get COLAs capped at 3%/year
 Disability benefits provided which vary by 

when hired and severity/type
 Employees contribute 7% of pay

BACKGROUND



2014 Valuation Results
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 Valuation Results
 July 1, 2014 valuation for FY16 contributions
 Contribution expressed as a percentage of 

payroll
 Contribution rate increasing from 41.3% to 

42.6% of covered payroll
 Main reason for the increase was a decline in 

payroll over which to spread the legacy cost 
(dollar cost could be less)

FY16 CONTRIBUTION



Actuarial Costs
6

FY16 Contributions

7/1/2013 7/1/2014
Valuation Discount Rate 7.50% 7.50%

Number of Participants
Active 42 37
Retired 21 22
Terminated Vested 1 3
Total 64 62

Active Payroll $ 2,849,563 $ 2,570,207

1. Actuarial Accrued Liability
Active $ 9,904,941 $ 9,309,387
Retired 5,436,755 5,931,858
Disabled 5,158,512 5,163,966
Terminated Vested 8,500 82,525
Total $ 20,508,708 $ 20,487,736

2. Actuarial Value of Assets $ 8,700,353 $ 9,867,595

3. Unfunded Liability (1) – (2) $ 11,808,355 $ 10,620,141

4. Amortization of Unfunded Liability $ 743,313 $ 692,801

5. Amortization of Unfunded as a
Percentage of Payroll 26.09% 26.96%

6. Employer Normal Cost $ 433,220 $ 403,175

7. Employer Normal Cost as a   
Percentage of Payroll 15.20% 15.69%

8.  Total Employer Contribution 
(4) + (6)

$ 1,176,533 $ 1,095,976

9.  Total Employer Contribution
as a Percentage of Payroll   
(5) + (7)

41.29% 42.65%



GASB Starts Now
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 GASB67 information provided for FY2014

 Next step is GASB68 for FY2015

GASB



Bigger issue is GASB 68 for FY15
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If you heard two things about the new accounting 
rules they probably were:

 1.  Unfunded Actuarial Liability(UAL) is moved from the 
footnote to the Statement of Net Financial Position

GASB



GASB Accounting vs. Cash Funding
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If you heard two things about the new accounting 
rules they probably were:

 2.  The Cash funding requirement is no longer the 
expense

GASB



Changes in the Pension World
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 Major discussion of best funding practices:
 Actuarial Standards Board considering changes
 Conference of Consulting Actuaries White Paper
 GFOA and Pension Funding Guide for Elected Officials

 More discussion about disclosure of risk
 Little action in terms of changes in investment policy

 Bankruptcy issues often caused by not funding the 
Actuarially Determined Contribution (ADC)

 Benefit Design Changes
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 In preparing this presentation, we relied without audit, on information supplied by the City of
Takoma Park Government.

 The actuarial assumptions, data and methods (except where specified as being changed) are
those used in the preparation of the latest actuarial valuation report prepared for this plan as of
July 1, 2014.

 The assumptions reflect our understanding of the likely future experience of the Plan and the
assumptions as a whole represent our best estimate for the future experience of the Plan. The
results of this report are dependent upon future experience conforming to these assumptions. To
the extent that future experience deviates from the actuarial assumptions, the true cost of the
plan could vary from our results.

 We certify that, to the best of our knowledge, this report and its contents, which are work
products of Bolton Partners, Inc., are complete and accurate and have been prepared in
accordance with generally recognized and accepted actuarial principles and practices which
are consistent with the Code of Professional Conduct and applicable Actuarial Standards of
Practice set out by the Actuarial Standards Board. Furthermore, as credentialed actuaries, we
meet the Qualification Standards of the American Academy of Actuaries to render the opinion
contained in this report. This report does not address any contractual or legal issues. We are not
attorneys and our firm does not provide any legal services or advice.

 Bolton Partners’ report was prepared exclusively for the City of Takoma Park Government for a
specific and limited purpose. It is not for the use or benefit of any third party for any purpose.
The term third party does not include the Client’s auditor, attorney, third party administrator or
other professional, when providing professional services to the Client, or any governmental
agency to which this certification is required to be submitted by law or regulation. Any third
party recipient of Bolton Partners’ work product who desires professional guidance should not
rely upon Bolton Partners’ work product, but should engage qualified professionals for advice
appropriate to its own specific needs.


