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SUMMARY OF VALUATION RESULTS  

PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM - PLAN A  
  

Valuation Date:   December 31, 2010  December 31, 2009 

 

Census Summary:  Active Members       14,791 14,795 

  Retired Members and Survivors 5,531  5,413 

  Terminated Due a Deferred Benefit 556 562  

  Terminated Due a Refund 6,762  6,611 

  

Payroll:   $ 546,737,427   $ 536,408,372 

Benefits in Payment: $ 97,650,642  $ 90,207,961 

Market Value of Assets: $ 2,225,041,407 $ 1,904,114,041 

Frozen Unfunded Actuarial Accrued Liability:  $ 45,756,457 $ 53,552,388 

Actuarial Asset Value (AVA): $ 2,259,207,052   $ 2,135,230,590 

  

Ratio Of Net AVA To GASB-25 Accrued Liability:    98.01%   97.55% 

*************************************************************************************** ********* ***

   2011 2010 

 

Employersô Normal Cost (January 1): $ 78,230,326 $ 65,674,503 

Amortization Cost (January 1): $ 11,427,772 $ 10,988,243 

Interest Adjusted Actuarially Required Contributions 

Including Estimated Administrative Costs: $ 94,101,077 $ 80,542,738 

Projected Ad Valorem and Revenue Sharing  $ 5,960,476 $ 6,229,353 

Actuarially Required Net Direct Employer Contributions $ 88,140,601 $ 74,313,385 

Actuarially Required Net Direct Employer Contribution Rate 15.58% 13.46% 

Actual Net Direct Employer Contribution Rate: 15.75% 15.75% 

************************************************************************************************ ***  

Minimum Net Direct Employer Contribution Rate:  For Fiscal 2012: 15.50% For Fiscal 2011 13.25% 
 

Employee Contribution Rate: 9.50% of Payroll  
 

Actuarial Cost Method: Frozen Attained Age Normal Actuarial Cost Method 
 

Valuation Interest Rate: 7.50%   (Net of Investment Expense) 
 

Census Exclusions: All individuals submitted by the system were included in the valuation. 
 

Basis of Actuarial Asset Value: The actuarial value of assets is based on the market value of investment securities adjusted 

to average in asset earnings above or below the assumed rate of return over a five-year period subject to a corridor limit of 

85% to 115% of the market value of assets.  If the smoothed value lies outside of the corridor limit the preliminary value is 

determined by averaging the smoothed value with the corridor limit.  A pro-rata share of expense fund assets based on 

current salaries is added to the preliminary values to produce the final value.   

 

Changes in Valuation Methods, Assumptions, and Amortization Periods:  A change was made to the mortality assumptions 

for actives and retirees along with the assumed rates of post-DROP retirement.  In addition, changes were made to the 

assumed rates of retirement, disability, and DROP entry for members hired prior to January 1, 2007. 

 

Method of Recognizing Gains and Losses: Under the Frozen Attained Age Normal Method, actuarial gains and losses are 

spread over future normal costs. 
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SUMMARY OF VALUATION RESULTS  

PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM - PLAN B  
  
 Valuation Date:  December 31, 2010  December 31, 2009 

 

 Census Summary: Active Members 2,313  2,290 

  Retired Members 576  560 

  Terminated Due a Deferred Benefit 125  118 

  Terminated Due a Refund 1,430  1,426 

 

Payroll:  $ 81,999,193     $ 79,373,895   

Benefits In Payment: $ 5,349,314  $ 4,986,096 

Market Value of Assets:  $ 161,776,161 $ 134,940,283 

Unfunded Actuarial Accrued Liability: N/A N/A  

Actuarial Asset Value: $ 163,075,793 $ 150,446,497 

 

Funded Ratio (GASB 50) 87.62% 87.90% 

************************************************************************************************ ***

  2011 2010 

 

Employersô Normal Cost (January 1): $ 8,123,995 $ 7,531,699 

Amortization Cost (January 1): N/A N/A 

Interest Adjusted Actuarially Required Contributions 

Including Estimated Administrative Costs: $ 8,594,351 $ 7,965,456 

Projected Ad Valorem and Revenue Sharing  $ 893,947 $ 921,782 

Actuarially Required Net Direct Employer Contributions $ 7,700,404 $ 7,043,674 

Actuarially Required Net Direct Employer Contribution Rate 9.07% 8.60% 

Actual Net Direct Employer Contribution Rate: 10.00% 10.00% 

***************************************************************************** ******************* ***

Minimum Net Direct Employer Contribution Rate:  For Fiscal 2012: 9.00% For Fiscal 2011:  8.50% 
 

Employee Contribution Rate: 3.00% of salary 
 

Actuarial Cost Method: Aggregate Actuarial Cost Method 
 

Valuation Interest Rate: 7.50%    (Net of Investment Expense) 
 

Census Exclusions: All individuals submitted by the system were included in the valuation. 
 

Basis of Actuarial Asset Value: The actuarial value of assets is based on the market value of investment securities adjusted 

to average in asset earnings above or below the assumed rate of return over a five-year period subject to a corridor limit of 

85% to 115% of the market value of assets.  If the smoothed value lies outside of the corridor limit the preliminary value is 

determined by averaging the smoothed value with the corridor limit.  A pro-rata share of expense fund assets based on 

current salaries is added to the preliminary values to produce the final value.   

 

Changes in Valuation Methods, Assumptions, and Amortization Periods:  A change was made to the mortality assumptions 

for actives and retirees along with the assumed rates of post-DROP retirement.  In addition, changes were made to the 

assumed rates of retirement, disability, and DROP entry for members hired prior to January 1, 2007. 

 

Method of Recognizing Gains and Losses:  Under the Aggregate Actuarial Cost Method, actuarial gains and losses are 

spread over future normal costs. 
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COMMENTS ON DATA  

 

For the valuation, the administrative director of the system furnished a census on magnetic diskette 

derived from the systemôs master data processing file indicating each active covered employeeôs sex, 

date of birth, service credit, annual salary, and accumulated contributions.  Information on retirees 

detailing dates of birth of retirees and beneficiaries, as well as option categories and benefit amounts, 

was provided in like manner.  In addition, data was supplied on former employees who are vested or 

who have contributions remaining on deposit. As illustrated in Exhibit X, there are 14,791 active 

members in Plan A, of whom, 7,341 members, including 536 participants in the Deferred Retirement 

Option Plan (DROP), have vested retirement benefits; 5,531 former members of Plan A or their 

beneficiaries are receiving retirement benefits.  An additional 7,318 former members of Plan A have 

contributions remaining on deposit with the system.  This includes 556 who have vested rights or have 

filed reciprocal agreements for future retirement benefits.  Census data on members of Plan B may be 

found in Exhibit XXI.  There are 2,313 active members in Plan B, of whom, 1,056 members, including 

38 DROP participants, have vested retirement benefits; 576 former members of Plan B or their 

beneficiaries are receiving retirement benefits.  An additional, 1,555 former members of Plan B have 

contributions remaining on deposit with the system.  Of this number, 125 have vested rights or have 

filed reciprocal agreements for future retirement benefits. All individuals submitted were included in 

the valuation.   

 

Census data submitted to our office is tested for errors.  Several types of census data errors are 

possible; to ensure that the valuation results are as accurate as possible, a significant effort is made to 

identify and correct these errors.  In order to minimize coverage errors (i.e., missing or duplicated 

individual records) the records are checked for duplicates, and a comparison of the current year's 

records to those submitted in prior years is made.  Changes in status, new records, and previous 

records, which have no corresponding current record are identified.  This portion of the review 

indicates the annual flow of members from one status to another and is used to check some of the 

actuarial assumptions, such as retirement rates, rates of withdrawal, and mortality.  In addition, the 

census is checked for reasonableness in several areas, such as age, service, salary, and current benefits.  

The records identified by this review as questionable are checked against data from prior valuations; 

those not recently verified are included in a detailed list of items sent to the system's administrator for 

verification and/or correction.  Once the identified data has been researched and verified or corrected, 

it is returned to us for use in the valuation.  Occasionally some requested information is either 

unavailable or impractical to obtain.  In such cases, values may be assigned to missing data.  The 

assigned values are based on information from similar records or based on information implied from 

other data in the record.   

 

In addition to the statistical information provided on the systemôs participants, the systemôs 

administrative director furnished general information related to other aspects of the systemôs expenses, 

benefits and funding.  Valuation asset values as well as income and expenses for the fiscal year were 

based on information furnished by the systemôs auditor, the firm of Duplantier, Hrapmann, Hogan & 

Maher, L.L.P.  As indicated in the systemôs audit report, the net market value of Plan Aôs assets was 

$2,225,041,407 as of December 31, 2010.  For Plan A, the net investment income for fiscal 2010 

measured on a market value basis amounted to $291,730,146. Contributions to Plan A for the fiscal 

year totaled $143,379,865; benefits and expenses amounted to $114,793,690.   
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The net market value of Plan Bôs assets was $161,776,161 as of December 31, 2010.  For Plan B, the 

net investment income for fiscal 2010 measured on a market value basis amounted to $21,162,703. 

Contributions to Plan B for the fiscal year totaled $11,719,724; benefits and expenses amounted to 

$6,138,193.  

 

Prior to 2010, the system maintained a segregated expense fund.  Act 871 of the 2010 legislative 

session eliminated the expense fund.  Assets from the expense fund were allocated to the trust funds 

for Plan A and Plan B. 

          

Notwithstanding our efforts to review both census and financial data for apparent errors, we must rely 

upon the systemôs administrative staff and accountants to provide accurate information.  Our review of 

submitted information is limited to validation of reasonableness and consistency.  Verification of 

submitted data to source information is beyond the scope of our efforts.  

 

 

COMMENTS ON ACTUARIAL METHODS AND ASSUMPTIONS  

 

This valuation of Plan A is based on the Frozen Attained Age Normal actuarial cost method with the 

unfunded accrued liability frozen as of December 31, 1989. Under the provisions of Louisiana R.S. 

11:103 the unfunded accrued liability for Plan A, which was determined to be $110,022,497 as of 

December 31, 1989, was amortized over forty years with payments increasing at 4% per year.  In Plan 

A, payroll growth in excess of 4% per year will reduce future amortization payments as a percentage 

of payroll; payroll growth below 4% per year will increase amortization payments as a percentage of 

payroll.  Plan B is funded utilizing the Aggregate Actuarial Funding Method.  This method does not 

develop an unfunded actuarial liability.  Under the Frozen Attained Age Normal Cost Method and the 

Aggregate Cost Method, actuarial gains and losses are spread over future normal costs.  Thus, 

favorable plan experience will lower future normal costs; unfavorable experience will cause future 

normal costs to increase.  In both plans, benefit and assumption changes are spread over future normal 

costs.  Under the provisions of R.S. 11:105, the Board of Trustees froze the employer contribution rate 

in Plan A for fiscal 2008 and several other fiscal years prior to that.  As prescribed in R.S. 11:105, 

excess funds if any, generated by these freezes of the employer contribution rate (prior to fiscal 2008) 

were allocated to reduce the frozen unfunded accrued liability.  As a result, the current frozen 

unfunded accrued liability will be fully amortized by December 31, 2015.  The excess funds collected 

in fiscal 2008 were credited to the Funding Deposit Account.  
 

The actuarial assumptions utilized for the report are outlined on pages 61 - 68.  All calculations, 

recommendations, and conclusions are based on the assumptions specified.  To the extent that 

prospective experience differs from that assumed, adjustments will be required to future contribution 

levels.   

 

An experience study was conducted to re-examine decrement experience for the fund over the last five 

years, as well as salary increase rates.  Rates of actual to expected decrements were calculated for 

disability, withdrawal, retirement, and DROP entry.  The size of the fund does not lend itself to the 

construction of full tabular decrement rates at each age based on recent experience.  In addition, the 

unique benefit structure makes the use of standard tables impractical.  Thus, the results of the analysis 

were used to adjust the existing tabular rates by assigning 50% credibility to recent experience and 
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50% to the previously adopted rates in cases where the ratio of actual to expected rates were 

sufficiently different from 1 to warrant the change.  The results of the analysis are as follows: 

 

 Plan A (Ratio of Actual/Expected) Plan B (Ratio of Actual/Expected) 

  Retirement Rates: 0.81 Retirement Rates: 0.63 

 DROP Entry Rates: 0.96 DROP Entry Rates: 0.81 

 Disability Rates: 0.62  Disability Rates: 0.65 

 Withdrawal Rates: 0.96 Withdrawal Rates: 0.92 

 Post-DROP Retirement Rates: 0.81  Post-DROP Retirement Rates: 0.70 

 

For Plan A, withdrawal and DROP entry rates were left at prior levels since the actual to expected 

ratios were close to 1.  Rates for retirement, disability, and Post-DROP retirements were set at the 

average of the prior rates, and the product of the prior rates multiplied by the actual to expected (A/E) 

ratio.  For Plan B, the prior withdrawal rates were left unchanged since the A/E ratio was close to 1.  

All other decrements were adjusted in the same manner as the adjustments were carried out in Plan A.  

With the exception of post-DROP rates, no changes were made to assumptions related to members 

who joined the system on or after January 1, 2007, since there was not sufficient accumulated 

experience available for these participants. 

 

We also reviewed the rate of salary increases for both plans.  For both plans, the current assumed rate 

of increase in salaries is 5.75%.  The geometric average of these rates over the last five years was 

4.31% in Plan A and 5.17% in Plan B.  Since these rates are very sensitive to the economic 

environment and the recent five years is certainly atypical, a decision was made to maintain the prior 

assumptions while continuing to monitor experience. 

 

In the case of plan mortality, new mortality assumptions were set for both plans after reviewing the 

study performed on combined plan data for the period of 2004 ï 2009.  Based upon the results of this 

study, a credibility weighted experience table was compared to the 2000 RP Combined Healthy table 

and a projected mortality table was created using the liability duration of the combined plans for the 

projected period and Projection Scale AA.  The resulting projected mortality table was compared to 

several standard tables. The RP 2000 Combined Healthy Table set back one year was selected for 

male, non-disabled annuitants, beneficiaries, and active participants.  The RP 2000 Combined Healthy 

Female Table was selected for female, non-disabled annuitants, beneficiaries, and active participants.  

A determination was made that these tables would produce liability values approximating the 

appropriate generational mortality tables. 

 

The aggregate effect of all changes to assumptions was to increase the normal cost accrual rate by 

1.9841% in Plan A and 0.7585% in Plan B. 

 
 
 

CHANGES IN PLAN PROVISIONS  
 

The following changes in plan provisions were enacted during the 2010 Regular Session of the 

Louisiana Legislature: 
 

Act 306 made certain employees of the Lafayette City-Parish Consolidated Government eligible to 

become members of the Municipal Employeesô Retirement System.  These employees will therefore 
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no longer be eligible to be members of the Parochial Employeesô Retirement System.  The employees 

affected are those employees of the departments created by the Home Rule Charter for Lafayette. 

 

Act 869 clarifies that no political subdivision or instrumentality meeting the qualification of R.S. 

11:1903(A) may enter into an agreement to extend to its employees the benefits of the Parochial 

Employeesô Retirement System unless it extends benefits to all employees, and that political 

subdivisions or instrumentalities are only allowed to participate if none of their employees are eligible 

to participate in another Louisiana public retirement system based on the employeeôs employment with 

the political subdivision or instrumentality. 

 

Act 870 changed the interest rate payable for delinquent amounts owed to the system from 6% per 

annum to the systemôs actuarial valuation rate compounded annually.  The act also requires any 

employer that terminates its agreement with the system to remit to the system that portion of the 

unfunded actuarial accrued liability, if any, which is attributable to the employerôs participation in the 

system.   The amount due will be determined by the actuary and must be paid by lump sum or 

amortized over ten years with equal monthly payments.  

 

Act 871 provides that where members who were enrolled in the system contribute on less than their 

full compensation due to administrative error, their service credit will be reduced pro-rata unless the 

system receives an amount equal to the greater of employee and employer contributions plus interest 

or an amount which, on an actuarial basis, totally offsets the increase in accrued liability of the system.  

In addition, the act changes the method used by the system to pay its administrative expenses and 

allows the Board to collect the greater of the delinquent amount with interest or the amount which 

offsets the increase in accrued liability on an actuarial basis in cases where payments due the system 

are found to be delinquent. 

 

Act 996 gives the Board of Trustees the ability to set the employee contribution rate within a given 

range for each calendar year.  For Plan A, the Board may set the employee contribution rate at any 

level between 8% and 11%.  For Plan B, the Board may set the employee contribution rate at any level 

between 3% and 5%. 

 

ASSET EXPERIENCE 

 

The actuarial and market rates of return for the past ten years are given below.  These rates of return on 

assets were determined by assuming a uniform distribution of income and expense throughout the 

fiscal year.  

 Plan A Market Value  Actuarial Value 

 2001 -0.8%  4.5% 

 2002 -2.7%  -1.2% 

 2003 15.6%   3.4% 

 2004 10.2%  6.9% 

 2005 6.3%  11.1% 

 2006 12.8%  11.3% 

 2007 7.9%  *   17.1% 

 2008 -25.7%  **   -4.9% 

 2009 20.6%  9.1%  

 2010 15.2%  4.4%  
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 Plan B Market Value Actuarial Value 

 2001 2.7%  5.9% 

 2002 0.0%  0.5% 

 2003 15.9%  5.9% 

 2004 9.6%  8.5% 

 2005 5.1%  10.6% 

 2006 11.6%  9.8% 

 2007 7.7%  *  13.4% 

 2008 -25.0%   **   -5.2% 

 2009 20.7%  8.8% 

 2010 15.4%  4.6%  

 
  *   Includes effect of change in asset valuation method.  Effective with the 2007 valuation the method was 

changed from smoothing capital gains and losses over 3 years to smoothing investment earnings above or 

below the assumed rate of return over a five year period with a +/- 10% of market value corridor limit. 

**   Includes effects of change in asset valuation method.  Effective with the 2008 valuation the corridor limits on 

the smoothed value were changed from +/- 10% of market value to +/- 15% with smoothed values averaged 

with corridor limits when they fall outside the corridor limits. 

 

The market rate of return gives a measure of investment return on a total return basis and includes 

realized and unrealized capital gains and losses as well as interest income.  This rate of return gives an 

indication of performance for an actively managed portfolio where securities are bought and sold with 

the objective of producing the highest total rate of return.  During 2010, Plan A earned $105,076,006 

and Plan B earned $2,654,894 of dividends, interest and other recurring income.  In addition, Plan A 

had net realized and unrealized capital gains on investments of $193,782,160 while Plan B had 

$19,060,881.  Investment expenses were $7,128,020 for Plan A and $553,072 for Plan B.  The 

geometric mean of the market value rates of return measured over the last ten years was 5.1% for Plan 

A and 5.6% for Plan B.  

 

The actuarial rate of return is presented for comparison to the assumed long-term rate of return of 7.5% 

used for the valuation.  This rate is calculated based on the smoothed value of assets subject to 

constraints as given in Exhibit VI for Plan A and Exhibit XVII for Plan B.  Investment income used to 

calculate this yield is based upon a smoothing of investment income above or below the valuation 

interest rate.  The difference between rates of return on an actuarial and market value basis results from 

the smoothing utilized.  Yields in excess of the 7.5% assumption will reduce future costs; yields below 

7.5% will increase future costs.  Net actuarial investment earnings were less than the actuarial assumed 

earnings rate of 7.5%, used for fiscal 2010, by $65,804,609 for Plan A and $4,441,246 for Plan B.  

These earnings shortfalls produced actuarial losses, which increased the normal cost accrual rate by 

1.4988% for Plan A and 0.7042% for Plan B.   

 

 

PLAN A ï DEMOGRAPHICS AND LIABILITY EXPERIENCE  

 

A reconciliation of the census for the plan is given in Exhibit X.  The average active member is 46 

years old with 9.69 years of service and an annual salary of $36,964.   The plan's active membership, 

inclusive of DROP participants, decreased by 4 members during the fiscal year.  The plan has 

experienced an increase in the active plan population of 1,321 members over the last five years.  A 
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review of the active census by age indicates that over the last ten years the population in the thirty-one 

to fifty age group has decreased while the proportion of active members age fifty -one to seventy 

increased.  Over the same ten-year period the plan showed a fairly stable distribution among the 

various service groups.  The average regular retiree is 72 years old with a monthly benefit of $1,648.  

The number of retirees and beneficiaries receiving benefits from the system increased by 118 during 

the fiscal year; over the last five years the number of retirees has increased by 686. 

   

Plan liability experience for fiscal 2010 was favorable.  Retirements and disabilities were below 

projected levels; retiree deaths were above those projected.  In addition, salary increases were 

significantly below projected levels.  All of these factors tend to reduce costs.  However, these factors 

were partially offset by withdrawals below projected levels and DROP entries above projected levels.  

Plan liability gains decreased the normal cost accrual rate by 1.0473%.   

 

PLAN B ï DEMOGRAPHICS AND LIABILITY EXPERIENCE  

 

A reconciliation of the census for the plan is given in Exhibit XXI.  The average active member is 46 

years old with 8.71 years of service and an annual salary of $35,451.   The plan's active membership, 

inclusive of DROP participants, increased by 23 members during the fiscal year.  The plan has 

experienced an increase in the active plan population of 343 members over the last five years.  A 

review of the active census by age indicates that over the last ten years the population in the under fifty  

age group has decreased while the proportion of active members age fif ty-one to seventy increased.  

Over the same ten-year period the plan showed a fairly stable distribution of the various service groups 

with a slight increase in active membership with more than 20 years of service.  The average regular 

retiree is 73 years old with a monthly benefit of $828.  The number of retirees and beneficiaries 

receiving benefits from the system increased by 16 during the fiscal year; over the last five years the 

number of retirees has increased by 90. 

   

Plan liability experience for fiscal 2010 was favorable. Retirements, disabilities, and DROP entries 

were below projected levels; retiree deaths were above those projected. In addition, salary increases 

were significantly below projected levels.  All of these factors tend to reduce costs.  However, these 

factors were partially offset by withdrawals below projected levels.  Plan liability gains decreased the 

normal cost accrual rate by 0.6707%.   

 

 

FUNDING ANALYSIS AND RECOMMENDATIONS  

 

Actuarial funding of a retirement system is a process whereby funds are accumulated over the working 

lifetimes of employees in such a manner as to have sufficient assets available at retirement to pay for 

the lifetime benefits accrued by each member of the system.  The required contributions are 

determined by an actuarial valuation based on rates of mortality, termination, disability, and 

retirement, as well as investment return and other statistical measures specific to the particular group.  

Each year a determination is made of two cost components, and the actuarially required contributions 

are based on the sum of these two components plus administrative expenses.  These two components 

are the normal cost and the amortization payment on the unfunded actuarial accrued liability.  The 

normal cost refers to the portion of annual cost based on the salary of active participants.  The term 

unfunded accrued liability (UAL) refers to the excess of the present value of plan benefits over the 
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sum of current assets and future normal costs.  Each year the UAL grows with interest and is reduced 

by payments.  Under the funding method used for both plans, changes in plan experience, benefits, or 

assumptions do not affect the unfunded actuarial accrued liability.  These items increase or decrease 

future normal costs. 

 

In order to establish the actuarially required contribution in any given year, it is necessary to define the 

assumptions, funding method, and method of amortizing the UAL.  Thus, the determination of what 

contribution is actuarially required depends upon the funding method and amortization schedules 

employed.  Regardless of the method selected, the ultimate cost of providing benefits is dependent 

upon the benefits, expenses, and investment earnings.  Only to the extent that some methods 

accumulate assets more rapidly and thus produce greater investment earnings does the funding method 

affect the ultimate cost. 

 

Liability and asset experience as well as changes in assumptions and benefits can increase or decrease 

plan costs.  In addition to these factors, any COLA granted in the prior fiscal year would increase 

required contributions.  New entrants to the system can also increase or decrease costs as a percent of 

payroll depending upon their demographic distribution and other factors related to prior plan 

experience.  Finally, contributions above or below requirements may reduce or increase future costs.   

 

Under the provisions of R.S. 11:103, excess or deficient contributions typically decrease or increase 

future normal costs.  However, if the minimum net direct employer contribution is scheduled to 

decrease, the board may maintain the contribution rate at some level above the minimum 

recommended rate.  
 
The effects of various factors on the cost structure for Plan A are outlined below: 
   
 Employerôs Normal Cost Accrual Rate ï Fiscal 2010 13.1426%  
 
 Factors Increasing the Normal Cost Accrual Rate: 
  COLA Loss 0.3080% 
  Assumption Loss 1.9841% 
  Asset Loss 1.4988% 
 
 Factors Decreasing the Normal Cost Accrual Rate:  
  Plan Liability Experience 1.0473% 
  New Members 0.3820% 
  Contribution Gain 0.2586% 
 
 Employerôs Normal Cost Accrual Rate ï Fiscal 2011 15.2456% 
  

In addition to the above changes in the plan normal cost rate, payroll growth affects plan costs to the 

extent that payments on the systemôs unfunded liability are on a schedule that varies from actual trends 

in payroll growth or decline.  If payroll changes at rates not consistent with the amortization schedule 

the result will be costs that change as a percentage of payroll.  For fiscal 2011, the net effect of the 

change in payroll on amortization costs was to increase such costs by 0.03% of payroll for Plan A.  

Required net direct employer contributions are also affected by the available ad valorem taxes and 

revenue sharing funds which the system receives each year.  When these funds change as a percentage 

of payroll, net direct employer contributions are adjusted accordingly.  We estimate that for Plan A 

these funds collected in fiscal 2011 will decrease by 0.08% of payroll. 
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For Plan A, the derivation of the actuarially required contribution for the current fiscal year is given in 

Exhibit I.  The normal cost for fiscal 2011 as of January 1, 2011 is $78,230,326.  The amortization 

payment on the planôs frozen unfunded actuarial accrued liability is $11,427,772 as of January 1, 2011.  

The total actuarially required contribution is determined by adjusting these two values for interest       

(since payments are made throughout the fiscal year) and adding estimated administrative expenses. 

As given on line 15 of Exhibit I the total actuarially required contribution for fiscal 2011 is 

$94,101,077.  When this amount is reduced by projected tax contributions and revenue sharing funds, 

the resulting employers' net direct actuarially required contribution for fiscal 2011 is $88,140,601.  

This is 15.58% of the projected Plan A payroll for fiscal 2011.  After rounding this result to the nearest 

.25 % as required by the statutes we recommend a minimum net direct employer contribution rate of 

15.5% for fiscal 2012. 

 
The effects of various factors on the cost structure for Plan B are outlined below: 
 
 Employerôs Normal Cost Accrual Rate ï Fiscal 2010 10.3756% 
 
 Factors Increasing the Normal Cost Accrual Rate: 
  Asset Experience 0.7042% 
  Assumption Loss 0.7585% 
 
 Factors Decreasing the Normal Cost Accrual Rate:  
  Plan Liability Experience 0.6707% 
  New Members 0.2876% 
  Contribution Gain 0.1684% 
 
 Employerôs Normal Cost Accrual Rate ï Fiscal 2011 10.7116% 
 

In Plan B we estimate that the projected tax contribution as a percentage of payroll will decrease by 

.08% of projected payroll.  Since Plan B is funded under the Aggregate Actuarial Cost Method, the 

plan has no unfunded accrued liability.  The normal cost for fiscal 2011 as of January 1, 2011 is 

$8,123,995.  The interest adjusted actuarial and administrative cost for fiscal 2011 is given on line 12 

of Exhibit XII as $8,594,351.  When this amount is reduced by projected tax contributions and revenue 

sharing funds, the resulting employers' minimum net direct actuarially required contribution is 

$7,700,404.  This is 9.07% of projected payroll for fiscal 2011.  After giving consideration to the 

rounding requirements in the statute, we recommend a minimum net direct employer contribution rate 

of 9.00% of payroll for fiscal 2012 for Plan B. 

 

Under the provisions of R.S. 11:107 the board may maintain the net direct employer contribution rate 

for Plan A at 15.75% or allow it to decrease to 15.50%.  For Plan B the board may set the rate at any 

rate between 10.00% and 9.00%.  Should the net direct employer contribution rate be set at a level 

above the minimum rate under R.S. 11:107, the resulting additional contributions paid by the 

employers, if they exceed any potential contribution losses, would be added to the Funding Deposit 

Account.  

 

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, completion 
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of amortization payments or credit schedules, and changes in plan provisions or applicable law.  

Analysis of the effect of all these factors is beyond the scope of this report.   

 

We have, however, calculated the sensitivity of the plansô costs to two factors.  First, based on current 

assets and demographics, for each percentage under (over) performance of the return on the actuarial 

value of assets, there will be a corresponding increase (reduction) in the normal cost accrual rate of 

0.51% for Plan A and 0.26% for Plan B.  We have also determined that a 1% reduction in the valuation 

interest rate for Plan A would increase the actuarially required contribution rate for fiscal 2011 by 

8.84%; for Plan B the increase would be 5.22%. 

 

Although Plan A and Plan B show required contribution rates below current actual rates, a significant 

portion of investment losses incurred in fiscal 2008 have not yet been released into the actuarial value 

of assets due to the current asset smoothing methodology.  These losses will be released over the next 

two years and even when the investment gains for fiscal 2009 and 2010 are factored in, this will put 

upward pressure on costs as they are released into income.  

 

 

COST OF LIVING INCREASES  
     
During calendar 2010 the actual cost of living (as measured by the US Department of Labor CPI-U) 

increased by 1.50%.  Cost of living provisions for the system are detailed in R.S. 11:1937 and R.S. 

11:246.  The former statute allows the board to use interest earnings in excess of the normal 

requirements to grant annual cost of living increases of 2.50% of the current benefit to retirees aged 62 

or over, who have been retired at least one year.  R.S. 11:246 provides cost of living increases to 

retirees and beneficiaries over the age of 65 equal to 2% of the benefit in payment on October 1, 1977, 

or the date the benefit was originally received if retirement commenced after that date.   R.S. 11:241 

provides that cost of living benefits shall be in the form (unless the board otherwise specifies) of 

$X³(A+B) where X is at most $1 and "A" represents the number of years of credited service accrued 

at retirement or at death of the member or retiree and "B" is equal to the number of years since 

retirement or since death of the member or retiree to December 31
st
 of the initial year of such increase.  

The provisions of this subpart do not repeal provisions relative to cost of living adjustments contained 

within the individual laws governing systems; however, they are to be controlling in cases of conflict.   

 

All of the above provisions require that the system earn sufficient excess interest earnings to fund the 

increases.  In addition, the ratio of the planôs assets to benefit obligations must meet the criteria 

established in R.S. 11:242.  This section sets forth a minimum ñtarget ratioò of the actuarial value of 

assets to the Pension Benefit Obligation.  We have determined that for fiscal 2010, neither Plan A or 

Plan B has met the necessary target ratio or earned sufficient excess interest to provide a cost of living 

increase to its retirees. 
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Plan A - Components of Present Value of Future Benefits 
December 31, 2010 

$642,139,432

$2,259,207,052

$45,756,457

$370,489,102

Present Value of Future Employer Normal Cost (Net of Funding Deposit Account)
Unfunded Accrued Liability
Present Value of Future Employee Contributions
Actuarial Value of Assets
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Plan A - Components of Actuarial Funding 
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 Projected Tax Contributions consist of Projected Ad Valorem and Revenue Sharing Funds as a percent of payroll 

 

Plan A ï Frozen Unfunded Accrued Liability 
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Actuarial Value of Assets vs. GASB-25 Accrued Liability  

Plan A 
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Plan A ï Historical Asset Yield 
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Plan A - Net Non-Investment Income 
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  2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Non-Investment Income ($Mil)   66.0 69.5 73.6 91.7 102.3 99.0 108.2 118.6 121.9 143.4 

Benefits and Expenses ($Mil) 
 

 
64.2 64.4 68.4 75.6 83.7 90.1 94.1 102.3 108.1 114.8 

Net Non-Investment Income ($Mil)  1.8 5.1 5.2 16.1 18.6 8.9 14.1 16.3 13.8 28.6 

 

Plan A - Total Income vs. Expenses 
(Based on Market  Value of Assets) 
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  2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Total Income ($Mil)   56.0 35.7 265.1 237.1 202.2 315.9 260.2 -419.2 446.2 435.7 

Benefits and Expenses ($Mil) 
 

 
64.2 64.4 68.4 75.6 83.7 90.1 94.1 102.3 108.1 114.8 

Net Change in MVA ($Mil)  -8.2 -28.7 196.7 161.5 118.5 225.8 166.1 -521.5 338.1 320.9 
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Plan A - Active ï Census By Age 
 (as a percent) 
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Plan B - Components of Present Value of Future Benefits 
December 31, 2010 

 

$17,527,008

$163,075,793

$67,221,535

Present Value of Future Employer Normal Cost (Net of Funding Deposit Account)
Present Value of Future Employee Contributions

Actuarial Value of Assets
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Plan B - Components of Actuarial Funding  
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 Projected Tax Contributions consist of Projected Ad Valorem and Revenue Sharing Funds as a percent of payroll 

 

Plan B-Actuarial Value of Assets vs. Pension Benefit Obligation 
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Plan B - Net Non-Investment Income 
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  2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Non-Investment Income ($Mil)   2.8 3.8 4.1 5.3 5.6 6.0 6.4 7.4 8.3 11.7 

Benefits and Expenses ($Mil) 
 

 
3.3 3.1 3.5 3.8 4.3 4.8 5.1 5.6 6.1 6.1 

Net Non-Investment Income ($Mil)  -0.5 0.7 0.6 1.5 1.3 1.2 1.3 1.8 2.2 5.6 

 

Plan B - Total Income vs. Expenses 
(Based on Market  Value of Assets) 
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  2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Total Income ($Mil)   3.5 3.3 3.9 14.9 11.3 19.8 16.6 -28.8 31.3 32.9 

Benefits and Expenses ($Mil) 
 

 
3.3 3.1 3.5 3.8 4.3 4.8 5.1 5.6 6.1 6.1 

Net Change in MVA ($Mil)  0.2 0.2 0.4 11.1 7.0 15.0 11.5 -34.4 25.2 26.8 
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Plan B - Active ï Census By Age 
 (as a percent) 
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Plan B ï Historical Asset Yield 
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EXHIBIT I  

PLAN A: ANALYSIS OF ACTUARIALLY REQUIRED CONTRIBUTIONS  
  

1. Present Value of Future Benefits ........................................................................  $  3,317,592,043 

2. Funding Deposit Account Credit Balance ..........................................................  $ 27,231,818 

3. Unfunded Actuarial Accrued Liability ...............................................................  $  45,756,457 

4. Actuarial Value of Assets ...................................................................................  $  2,259,207,052 

5. Present Value of Future Employee Contributions ..............................................  $  370,489,102  

6. Present Value of Future Employer Normal Costs (1+2-3-4-5) ...........................  $ 669,371,250 

 
7. Present Value of Future Salaries .........................................................................  $ 4,390,597,911  
 
8. Employer Normal Cost Accrual Rate (6·7) .......................................................   15.245560% 
 
9. Projected Fiscal 2011 Salary for Current Membership .......................................  $  513,135,141   
 
10. Employer Normal Cost as of January 1, 2011 (8 x 9) ........................................  $  78,230,326  
 
11. Amortization Payment on remaining frozen Unfunded Accrued Liability of  
  $45,756,457 with Payments increasing at 4% per year .....................................  $ 11,427,772  
 
12. TOTAL Employer Normal Cost and Amortization Payment (10 + 11) .............  $  89,658,098 
 
13. Employer Normal Cost and Amortization Payment Interest Adjusted 
 for Midyear Payment ..........................................................................................  $  92,959,495  
 
14. Estimated Administrative Cost for Fiscal 2011 ..................................................  $ 1,141,582 
 
15. TOTAL Administrative and Interest Adjusted Actuarial Costs (13 + 14) ..........  $ 94,101,077 
 
16.   Projected Ad Valorem Tax Contributions for Fiscal 2011 .................................  $ 5,820,608 
 
17. Projected Revenue Sharing Funds for Fiscal 2011 .............................................  $ 139,868 
 
18. Employers' Minimum Net Direct Actuarially Required Contribution 
 for Fiscal 2011 (15 ï 16 ï 17) .............................................................................  $ 88,140,601 
 
19. Projected Payroll for Fiscal 2011 ........................................................................  $ 565,710,916 
 
20.   Employersô Minimum Net Direct Actuarially Required Contribution 

as a % of Projected Payroll for Fiscal 2011 (18·19) .........................................   15.58% 
 
21 Minimum Recommended Net Direct Employer Contribution Rate for Fiscal  
 2012 (20 Rounded to nearest 0.25%) ..................................................................   15.50% 
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EXHIBIT II  

PLAN A: PRESENT VALUE OF FUTURE BENEFITS  
 

PRESENT VALUE OF FUTURE BENEFITS FOR ACTIVE MEMBERS: 

 

 Retirement Benefits ................................................................  $ 2,145,990,880 

 Survivor Benefits ....................................................................   41,686,531 

 Disability Benefits ..................................................................   52,317,149 

 Vested Termination Benefits ..................................................   75,058,546 

 Refunds of Contributions  ......................................................   57,610,323 

  

 TOTAL Present Value of Future Benefits for Active Members ..............................  $  2,372,663,429  

 

 

PRESENT VALUE OF FUTURE BENEFITS FOR TERMINATED MEMBERS: 

 

 Terminated Vested Members Due Benefits at Retirement .....  $  43,776,672  

 Terminated Members with Reciprocals 

     Due Benefits at Retirement ................................................   125,101 

 Terminated Members Due a Refund ......................................   6,416,265 

 

 TOTAL Present Value of Future Benefits for Terminated Members ......................  $  50,318,038  

 

 

PRESENT VALUE OF FUTURE BENEFITS FOR RETIREES: 

 

 Regular Retirees 

  Maximum .................................................  $  422,634,267 

  Option 1 ...................................................    2,218,845  

  Option 2 ...................................................    193,058,097  

  Option 3 ...................................................    101,295,406  

  Option 4 ...................................................    49,261,835 

   

 TOTAL Regular Retirees ..............................................................  $  768,468,450  

 

 Disability Retirees .........................................................................   61,052,082 

 

 Survivors & Widows .....................................................................   64,922,556 

 

 Reserve for Accrued Retiree DROP Account Balances ...............   167,488 

 

 TOTAL Present Value of Future Benefits for Retirees & Survivors .......................  $  894,610,576  

 

TOTAL Present Value of Future Benefits ....................................................................  $  3,317,592,043 




