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IV.   ACTUARIAL COST METHOD 
 

Unit Credit Actuarial Cost Method 
 
The actuarial cost method determines, in a systematic way, the incidence of plan sponsor contributions 
required to provide plan benefits.  It also determines how actuarial gains and losses are recognized in 
retiree medical costs.  These gains and losses result from the difference between the actual experience 
under the plan and the experience by the actuarial assumptions. 

 
The cost of the Plan is derived by making certain specific assumptions as to rates of interest, mortality, turnover, 
etc. which are assumed to hold for many years into the future. Since actual experience may differ somewhat 
from the assumptions, the costs determined by the valuation must be regarded as estimates of the true costs 
of the Plan. 
 
Actuarial liabilities and comparative costs shown in this Report were computed using the Unit Credit Actuarial 
Cost Method, which recognized the following cost components: 
 
1. The Normal Cost is the Actuarial Present Value of benefits accruing during the valuation year.  For 

purposes of this valuation, we have accrued costs through full eligibility age for benefits provided. 

2. The Actuarial Accrued Liability is the Actuarial Present Value of benefits accrued as of the valuation 
date. 

3. The Actuarial Value of Assets are equal to the Net Position on the valuation date plus due and accrued 
contributions allowed under GASB 45. 

4. The Unfunded Actuarial Accrued Liability is amortized over 30 years from the valuation date on an 
open basis in level dollar payments. 
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VI. DATA 

1. Monthly 2016-2017 Retiree Premiums:  The premium rates valued are shown in the following table. 
 
  

Medical Plan Single Family 
$750/$1,500 $880.64 $1,975.62 
$500/$1,000 $911.24 $2,044.26 
$250/$500 $954.08 $2,140.44 

  
 
 
2. Participant Data:  We relied on the following medical plan participant data as of June 16, 2016. We 

assumed no material change in participant data between June 16, 2016 and July 1, 2016. 
 

 
Participant 

Count 
Average 

Age 
Average 
Service 

Active Employees 2,129 45.6 11.6 
Retirees (Medical) 361 61.8  
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