TEMPLATES FOR THE TABLES IN THIS FOOTNOTE ARE CONTAINED IN THE EXCEL FILE TITLED “LG TEMPLATE FOR PENSION TABLES” WITH ONE WORKSHEET (TAB) FOR EACH TABLE.  PLEASE READ THE “INSTRUCTIONS” PAGE ON THE FIRST TAB OF THE FILE.

NOTE 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Pensions – For purposes of measuring the net pension liability (asset), deferred outflows of resources and deferred inflows of resources related to pensions, and pension expense, information about the fiduciary net position of the Utah Retirement Systems (URS) and additions to/deductions from URS’s fiduciary net position have been determined on the same basis as they are reported by URS. For this purpose, benefit payments are recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value.

******

Deferred outflows/inflows of resources – In addition to assets, financial statements will sometimes report a separate section for deferred outflows of resources. This separate financial statement element, deferred outflows of resources, represents a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of resources (expense/expenditure) until then. The Entity has the following sources that qualify for reporting in this category:

•	Deferred outflows of resources related to pensions – includes a) net difference between projected and actual earnings on pension plan investments and b) Entity contributions subsequent to the measurement date of December 31, 2015. 

In addition to liabilities, the financial statements will sometimes report a separate section for deferred inflows of resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that time. The Entity has the following sources that qualify for reporting in this category:

• 	Deferred inflows of resources related to pensions – includes a) differences between expected and actual experience and b) changes of assumptions in the measurement of the net pension liability/asset.

NOTE #:  RETIREMENT PLANS

Description of plans – Eligible employees of the Entity are provided with the following plans administered by the Utah Retirement Systems (URS):

(Note:  The Entity should listed here and in the tables below only those plans applicable to the entity)

Defined Benefit Pension Plans (cost-sharing, multiple-employer plans): 

•	Public Employees Noncontributory Retirement System (Tier 1 Noncontributory System) 
•	Public Employees Contributory Retirement System (Tier 1 Contributory System) 
•	Tier 2 Public Employees Contributory Retirement System (Tier 2 Contributory System) 
•	Public Safety Retirement System (Public Safety System)
•	Tier 2 Public Safety and Firefighter Retirement System (Tier 2 Public Safety and Firefighter System)

Defined Contribution Plans (individual account plans): 

•	401(k) Plan 
•	457 Plan and other individual plans

Title 49 of the Utah Code grants the authority to establish and amend the benefit terms to the Utah State Retirement Board, whose members are appointed by the Governor. The URS (a component unit of the State of Utah) issues a publicly available financial report that can be obtained at www.urs.org.

The Tier 2 systems became effective July 1, 2011.  All eligible employees beginning on or after July 1, 2011, who have no previous service credit with any of the systems, are members of the Tier 2 systems.

Benefits provided – The URS provides retirement, disability, and death benefits to participants in the defined benefit pension plans.  Retirement benefits for each defined benefit plan are determined as follows:
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Defined contribution plans are available as supplemental plans to the basic retirement benefits of the defined benefit pension plans and as a primary retirement plan for some Tier 2 participants. Participants in the defined contribution plans are fully vested in employer and employee contributions at the time the contributions are made, except Tier 2 required employer contributions and associated earnings are vested after four years of employment. Benefits depend on amounts contributed to the plans plus investment earnings. Individual accounts are provided for each employee and are available at termination, retirement, death, or unforeseeable emergency.

Contributions – As a condition of participation in the plans, employers and/or employees are required to contribute certain percentages of salary and wages as authorized by statute and specified by the Utah State Retirement Board. Contributions are actuarially determined as an amount that, when combined with employee contributions (where applicable), is expected to finance the costs of benefits earned by employees during the year, with an additional amount to finance any unfunded actuarial accrued liability. 

For the year ended Entity’s Fiscal Year End, Entity required contribution rates for the plans were as follows:
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Employees can make additional contributions to defined contribution plans subject to limitations.

For the year ended Entity’s Fiscal Year End, Entity and employee contributions to the plans were as follows:
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Pension assets, liabilities, pension expense, and deferred outflows of resources and deferred inflows of resources related to pensions – At Entity’s Fiscal Year End, the Entity  reported a net pension asset of $ and a net pension liability of $.  The net pension asset and liability were measured as of December 31, 2015, and the total pension liability used to calculate the net pension asset and liability was determined by an actuarial valuation as of January 1, 2015 and rolled forward using generally accepted actuarial procedures. The Entity’s proportion of the net pension asset and liability was based upon actual historical employer contributions to the defined benefit pension plans for pay periods ending in 2015. At December 31, 2015, the Entity’s proportionate shares in the defined benefit pension plans were as follows:
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For the year ended Entity’s Fiscal Year End, the Entity recognized pension expense of $ (Note: This amount should include any “Paid by Employer for Employee” contributions) for the defined benefit pension plans and $ for the defined contribution plans. At Entity’s Fiscal Year End, the Entity reported deferred outflows of resources and deferred inflows of resources related to defined benefit pension plans from the following sources:
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Contributions made between January 1, 2016 and Entity’s Fiscal Year End of $ are reported as deferred outflows of resources related to pensions. These contributions will be recognized as a reduction of net pension liability in the upcoming fiscal year.  Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in pension expense as follows:

[image: ]

Actuarial assumptions – The total pension liability in the December 31, 2015 actuarial valuation was determined using the following actuarial assumptions, applied to all periods included in the measurement:

	Inflation
	2.75 percent

	Salary increases
	3.50 – 10.75 percent, average, including inflation

	Investment rate of return
	7.50 percent, net of pension plan investment expense, including inflation



Mortality rates were developed from actual experience and mortality tables, based on gender, occupation, and age, as appropriate, with adjustments for future improvement in mortality based on Scale AA, a model developed by the Society of Actuaries.

The actuarial assumptions used in the January 1, 2015 valuation were based on the results of an actuarial experience study for the five-year period ending December 31, 2014.

Changes in Assumptions – The following assumption changes were adopted from the most recent actuarial experience study.  There was a decrease in the wage inflation assumption for all employee groups from 3.75% to 3.50%.  Also there was a modification to the rate of salary increases for most groups. The payroll growth assumption was decreased from 3.5% to 3.25%. There was an improvement in the post-retirement mortality assumption for female educators and minor adjustments to the pre-retirement mortality assumption.

There were additional changes to certain demographic assumptions as follows: (1) more members are anticipated to terminate employment prior to retirement, (2) slightly fewer members are expected to become disabled, and (3) members are expected to retire at a slightly later age.

The long-term expected rate of return on defined benefit pension plan investments was determined using a building-block method in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expense and inflation) are developed for each major asset class. These ranges are combined to produce the long-term expected rate of return by weighting the expected future real rates of return by the target asset allocation percentage and by adding expected inflation. The target allocation and best estimates of arithmetic real rates of return for each major asset class are summarized in the following table:

	
	     Expected Return Arithmetic Basis

	Asset Class
	Target Asset Allocation
	Real Return
Arithmetic Basis
	Long-Term
expected portfolio
real rate of return

	Equity securities
	40%
	7.06%
	2.82%

	Debt securities
	20%
	0.80%
	0.16%

	Real assets
	13%
	5.10%
	0.66%

	Private equity
	9%
	11.30%
	1.02%

	Absolute return
	18%
	3.15%
	0.57%

	Cash and cash equivalents
	0%
	0.00%
	0.00%

	Totals
	100%
	
	5.23%

	
	Inflation
	
	2.75%

	
	Expected arithmetic nominal return
	7.98%



The 7.50% assumed investment rate of return is comprised of an inflation rate of 2.75% and a real return of 4.75% that is net of investment expense.

Discount rate – The discount rate used to measure the total pension liability was 7.50%. The projection of cash flows used to determine the discount rate assumed that employee contributions will be made at the current contribution rate and that contributions from all participating employers will be made at contractually required rates that are actuarially determined and certified by the Utah State Retirement Board.  Based on those assumptions, the pension plan's fiduciary net position was projected to be available to make all projected future benefit payments of current active and inactive employees. The long-term expected rate of return on pension plan investments was applied to all periods of projected benefit payments to determine the total pension liability. 

Sensitivity of the Entity’s proportionate share of the net pension asset and liability to changes in the discount rate – The following presents the proportionate share of the net pension asset and liability calculated using the discount rate of 7.50%, as well as, what the proportionate share would be if calculated using a discount rate that is one percentage point lower (6.50%) or one percentage higher (8.50%) than the current rate:
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Pension plan fiduciary net position – Detailed information about the pension plan’s fiduciary net position is available in the separately issued URS financial report.

(Note:  The paragraph below should only be included if applicable to the Entity)
[bookmark: _GoBack]Payables to the pension plans – At Entity’s Fiscal Year End, the Entity reported payables of $ for contributions to defined benefit pension plans and $ for contributions to defined contribution plans.
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Net Net

Proportionate  Pension Pension

Share Asset Liability

Tier 1 Noncontributory System x.xxxxxxx% - $                 - $                     

Tier 1 Contributory System x.xxxxxxx% -                    -                        

Tier 2 Contributory System x.xxxxxxx% -                    -                        

Public Safety System x.xxxxxxx% -                    -                        

Tier 2 Public Safety and Firefighter System x.xxxxxxx% -                    -                        

Total Net Pension Asset / Liability - $                 - $                     
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Deferred Outflows Deferred Inflows

of Resources of Resources

Differences between expected and actual experience

- $                         - $                        

Changes in assumptions -                            -                           

Net difference between projected and actual earnings

    on pension plan investments -                            -                           

Changes in proportion and differences between contributions

   and proportionate share of contributions -                            -                           

Contributions subsequent to the measurement date -                            -                           

Total - $                        - $                       


image6.emf
Year Ending

[Month/Day of Entity's Year End]

2017 - $                    

2018 - $                    

2019 - $                    

2020 - $                    

2021 - $                    

Thereafter - $                    

Deferred Outflows (Inflows)

of Resources
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(6.50%) (7.50%) (8.50%)

Tier 1 Noncontributory System - $                   - $                   - $               

Tier 1 Contributory System -                      -                      -                  

Tier 2 Contributory System -                      -                      -                  

Public Safety System -                      -                      -                  

Tier 2 Public Safety and Firefighter System -                      -                      -                  

Total - $                   - $                   - $               

1% Decrease Discount Rate 1% Increase

Sensitivity of Proportionate Share of Net Pension (Asset) / Liability
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Years of Service Required

Final and/or Benefit Percent

System Average Salary Age Eligible for Benefit per Year of Service COLA**

Tier 1 Noncontributory System Highest 3 years 30 years any age 2.0% per year Up to 4%

25 years any age* all years

20 years age 60*

10 years age 62*

4 years age 65

Tier 1 Contributory System Highest 3 years 30 years any age 2.0% per year Up to 4%

20 years age 60* all years

10 years age 62*

4 years age 65

Tier 2 Contributory System Highest 5 years 35 years any age 1.5% per year Up to 2.5%

20 years age 60* all years

10 years age 62*

4 years age 65

Public Safety System Highest 3 years 20 years any age 2.5% per year up to Up to 2.5%

10 years age 60 20 years; or 4%

4 years age 65 2.0% per year over depending upon

20 years; employer

Tier 2 Public Safety Highest 5 years 25 years any age 1.5% per year Up to 2.5%

and Firefighter System 20 years age 60* all years

10 years age 62*

4 years age 65

*   with actuarial reductions

**  All post-retirement cost-of-living adjustments are non-compounding and are based on the original benefit.  The cost-of-living

      adjustments are also limited to the actual Consumer Price Index (CPI) increase for the year, although unused CPI increases not

     met may be carried forward to subsequent years.
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Rates Rates Entity Entity Rates

Paid by Paid by Entity Contribution for

Employee for Employee Rates 401(k) Plan

Tier 1 Noncontributory System xx.xx% xx.xx% xx.xx% xx.xx%

Tier 1 Contributory System xx.xx% xx.xx% xx.xx% xx.xx%

Tier 2 Contributory System* xx.xx% xx.xx% xx.xx% xx.xx%

Tier 2 Defined Contribution Plan* xx.xx% xx.xx% xx.xx% xx.xx%

Public Safety System xx.xx% xx.xx% xx.xx% xx.xx%

Tier 2 Public Safety and Firefighters System* xx.xx% xx.xx% xx.xx% xx.xx%

*Tier 2 rates include a 9.94% required contribution to finance the unfunded actuarial accrued liability of the Tier 1 plans.
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Entity Employee

Contributions Contributions

Tier 1 Noncontributory System - $                      - $                     

Tier 1 Contributory System -                         -                        

Tier 2 Contributory System -                         -                        

401(k) Plan -                         -                        

457 Plan and other individual plans -                         -                        

Public Safety System -                         -                        

Tier 2 Public Safety and Firefighters System -                         -                        

- $                      - $                     


