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CAPTION 

A Resolution of the City of Plano, Texas, approving the changes to the actuarial assumptions pertaining to the 
discount rate, or assumed rate of return, and the mortality tables for the Retirement Security Plan as 
recommended by the Retirement Security Plan Committee and the Plan's Actuary; authorizing its execution by 
the City Manager or his authorized designee; and providing an effective date. 

FINANCIAL SUMMARY 

 NOT APPLICABLE  OPERATING EXPENSE  REVENUE   CIP 

 
FISCAL YEAR: 

 

2016-17 

Prior Year 

(CIP Only) 

Current 

Year 

Future 

Years 

 

TOTALS 

Budget 0 0 400,000 400,000 

Encumbered/Expended Amount 0 0 0 0 

This Item 0 0 -400,000 -400,000 

BALANCE    0    0    0    0 

FUND(S): VARIOUS 

COMMENTS: Based on recommended actuarial changes to the Retirement Security Plan, the actuarial accrued 
liability will increase thereby increasing the City's estimated contribution requirement beginning in FY 2016-17.  
The estimated increase in the cost of maintaining the Retirement Security Plan will be approximately $400,000 
annually.  This additional cost will be covered in future budget appropriations. 

STRATEGIC PLAN GOAL:  Changes to the Retirement Security Plan relates to the City's Goal of a Financially 
Strong City with Service Excellence. 

SUMMARY OF ITEM 

Updates to the Retirement Security Plan Actuarial Assumptions based on the recommendation by the Plan's 
actuary, Gabriel Roeder & Smith (GRS). 

 

 

List of Supporting Documents: Other Departments, Boards, Commissions or Agencies 

Exhibit A, Resolution       

      
 
 



Memorandum

Date: January 14, 2016 

To: Bruce Glasscock – City Manager 

From: Shanté Akafia – Director of Human Resources/Risk Management 

Subject: Update of Actuarial Assumptions for Funding and Benefit Payments of the Retirement 
Security Plan 

The Retirement Security Plan (RSP or Plan) Committee voted unanimously to recommend two changes 
to the actuarial assumptions based upon recommendation of Gabriel Roeder & Smith (GRS), the plan’s 
actuary.  The two recommended changes detailed below pertain to 1) discount rate, or assumed rate of 
return, and 2) mortality tables: 

There are several actuarial assumptions that are used in the calculation of the liability and cost of the 
RSP.  The mortality and assumed rate of return are two of the more important assumptions. GRS 
recommends an update to both of these assumptions.  Because the RSP has a relatively small number 
of retirees, the actuaries rely on the mortality experience of the Texas Municipal Retirement System 
(TMRS). TMRS, which is a large system with participants that are relatively homogenous to the 
employees of the City of Plano, identifies an appropriate mortality assumption for determining life 
expectancy for retirees in the RSP.  TMRS has recently updated their mortality assumption and the 
recommendation is for the City of Plano to follow suit.   

GRS also reviews the investment return assumption on a periodic basis using forward-looking capital 
market expectations developed by several outside and independent investment consulting firms.  As a 
result of this analysis, GRS recommends a decrease in the investment return assumption from 7.75% 
to 7.50%.  The decrease in the investment return assumption will increase the likelihood the assumed 
rate of return will be met and decrease the size of the investment loss in years the actual return is less 
than assumed.  These updated assumptions will increase the actuarial accrued liability to an estimated 
$120 million (an increase of $4 million) and increase the City of Plano’s estimated contribution 
requirement for FY 2017 to $4.8 million (an increase of $0.4 million).  This is an annual increase in the 
cost of maintaining the RSP, also known as the normal cost. 

Also, interest rate and mortality assumptions are used by the RSP to determine “actuarially equivalent” 
optional forms of payment, including a one-time lump-sum payment.  The actuaries have recommended 
these assumptions be updated to be based on the updated assumptions that are used for funding 
purposes.  The updated assumptions would not materially change the amounts of the various 
alternative annuity options (i.e. life only, joint and survivor forms, etc.) and would increase the amount 
of the lump-sum optional form of payment by 10% to 30% depending on the age of the participant when 
the lump-sum is distributed.  The RSP Committee also increased the lump-sum amount maximum from 
$12,000 to $25,000. Note, while the amount of the lump-sum optional form of payment will increase, 
this payment option is only available to the participant if the lump-sum amount is below the ceiling limit 
specified in the plan document.   



A Resolution of the City of Plano, Texas, approving the changes to the actuarial assumptions 

pertaining to the discount rate, or assumed rate of return, and the mortality tables for the 

Retirement Security Plan as recommended by the Retirement Security Plan Committee and the 

Plan’s Actuary; authorizing its execution by the City Manager or his authorized designee; and 

providing an effective date. 

WHEREAS, on November 9, 2015, the City Council approved the Retirement Security Plan as 

Restated to be effective on January 1, 2016 (“Plan”); and 

WHEREAS, Section 2.1 of the Plan authorizes the City Council to modify and approve new 

actuarial assumptions from time to time as recommended by the Retirement Security Plan Committee 

made in consultation with the Plan’s actuary; and  

WHEREAS, the Retirement Security Plan Committee and Gabriel Roeder & Smith, the Plan’s 

actuary, have recommended two changes to the actuarial assumptions pertaining to (1) discount rate, or 

assumed rate of return, and (2) mortality tables for the Retirement Security Plan, as further detailed in the 

memorandum attached hereto as Exhibit “A”; and 

WHEREAS, the City Council finds that the recommended changes to the Retirement Security 

Plan’s actuarial assumptions should be approved, and that the City Manager or his designee shall be 

authorized to execute all related documents on behalf of the City of Plano. 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF 

PLANO, TEXAS, THAT: 

Section I. The City Council of the City of Plano hereby approves the recommended 

changes pertaining to (1) discount rate, or assumed rate of return, and (2) mortality tables, as further 

detailed in the memorandum attached hereto as Exhibit “A”, pursuant to the authority under Section 2.1 

of the Plan. 

Section II. The City Manager or his authorized designee is hereby authorized to execute all 

related documents on behalf of the City of Plano, substantially according to the changes as noted in the 

attached memorandum. 

Section III. This Resolution shall become effective immediately upon its passage. 

DULY PASSED AND APPROVED this the 25
th
 day of January, 2016. 

________________________________ 

Harry LaRosiliere, MAYOR 

ATTEST: 

_________________________________ 

Lisa C. Henderson, CITY SECRETARY 

APPROVED AS TO FORM: 

_________________________________ 

Paige Mims, CITY ATTORNEY 
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