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Memorandum
To: Council Members and Officers of the Village of Pinckney

From: Colleen M. Coogan, Andrew D. Clark – The WoodHill Group

Date: September 13, 2021

Re: MERS Plan Options

MERS has compiled two new retirement plan options that will reduce the cost to the Village
as well as reduce the 10-year vesting schedule.  Please note that the Village has the option,
on any new Division, to increase the employee contribution percentage with a consequent
decrease in the Village’s contribution percentage.  Also note that the Current Division would
be closed and the New Division would be open to all new employees.  Finally, employees do
not have the option to switch into new plans.

Plan comparisons are as follows:

Current Option A Option B

Benefit Formula (Multiplier) 2.50% 2.00% 1.50%

Normal Retirement Age 60 60 60

Vesting Period 10 Years 6 Years 5 Years

Early Retirement (Reduced) 50/25, 55/15 50/25, 55/15 50/25, 55/15

Final Average Compensation 5 Years 5 Years 5 Years

Employee Contribution Rate 4.00% 2.00% 1.97%

Employer Contribution Rate 19.43% 11.57% 10.00%

Disability & Death Benefits MERS Std MERS Std MERS Std

COLA 2.50% 0% 1.50%

Average Entry Age 50 Years 50 Years

Expected Gender N/A Female Female

Total Normal Cost % of Payroll 11.43% 13.57% 11.97%
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To:  MERS Regional Staff 
From:  MERS Actuarial Staff 
Re:  Pinckney, Vlg of (4706) – New Division for new hires of Division 01 

Estimated Employer Contribution Rate for New Hires, Rehires & Transfers1 

Benefit Provisions New Hire(s) Assumptions 

Benefit Formula 
Normal Retirement Age 

Vesting Period 
Early Retirement (Unreduced) 

Early Retirement (Reduced) 
FAC Period 

Member Contribution Rate2 
Disability and Death Benefits 

COLA for Future Retirees 
SLIF or Maximum Leave 

Other Provision(s) 

2.00% Multiplier (no max) 
60 

6 years 
- 

50/25, 55/15 
5 years 
2.00% 

MERS Standard 
- 
- 
- 

Avg. Entry Age (years) 50 

Avg. Vesting/Eligibility 
Service (years) 

0.0 

Expected Gender Female 

Total Normal Cost as a 
Percentage of Payroll 

13.57% 

Employer Computed 
Contribution as a 

Percentage of Payroll 
11.57%1 

1 The employer contribution above reflects normal cost of new hires only. Rehires and transfers with prior benefit and/or eligibility 

service different than what is shown above would likely result in a higher employer cost. Future experience (including rehires/transfers) 

will adjust the required contribution in subsequent annual actuarial valuations, including any unfunded accrued liability. 

2 If member contributions increase/decrease by 1.00% of pay, the Employer Normal Cost Rate will decrease/increase by 0.80%. 

  

Please read the following Important Comments and Risk Commentary on page 3.  

1. The actuarial assumptions and the methods used in these calculations are the same as the 
assumptions and methods that were used in the December 31, 2019 MERS annual actuarial 
valuations including the new demographic assumptions as adopted by the MERS Board on 
February 27, 2020. The following assumptions are unique to this plan: 

a. General withdrawal and retirement rate tables adopted for the December 31, 2020 
annual valuation.  

b. A final average compensation (FAC) increase assumption of 1.00% was used for this 
division to reflect anticipated differences between expected and actual FAC 
experience at retirement. 

2. If new hires have prior service that can be used for vesting and/or eligibility purposes, the 
actual employer contribution may be materially different than the rate shown above.   

3. The reader of this report should understand that actuarial calculations are mathematical 
estimates based on current data and assumptions about future events that may or may not 
materialize. Actuarial calculations can and do vary from one valuation year to the next, and 
the actual employer contribution rate can and will change over time as the assumptions about 
future events are replaced by actual experience. 

4. The assumed average entry age of future new hires was provided by the employer.  This is a 
key assumption because the estimated employer contribution rate depends, in part, on the 
entry age of the new hires.  Generally, the older the new hires, the higher the cost as a 
percentage of payroll. If the entry age of future new hires is materially different from the 
assumed entry age, the actual employer contribution could be materially different than the 
estimated employer contribution shown above. 

5. If you have questions on the above results, or how to implement this benefit, please contact 
MERS at (800) 767-2308. 
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To:  MERS Regional Staff 
From:  MERS Actuarial Staff 
Re:  Pinckney, Vlg of (4706) – New Division for new hires of Division 01 

Estimated Employer Contribution Rate for New Hires, Rehires & Transfers1 

Benefit Provisions New Hire(s) Assumptions 

Benefit Formula 
Normal Retirement Age 

Vesting Period 
Early Retirement (Unreduced) 

Early Retirement (Reduced) 
FAC Period 

Member Contribution Rate2 
Disability and Death Benefits 

COLA for Future Retirees 
SLIF or Maximum Leave 

Other Provision(s) 

1.50% Multiplier (no max) 
60 

6 years 
- 

50/25, 55/15 
5 years 
2.00% 

MERS Standard 
- 
- 
- 

Avg. Entry Age (years) 50 

Avg. Vesting/Eligibility 
Service (years) 

0.0 

Expected Gender Female 

Total Normal Cost as a 
Percentage of Payroll 

10.20% 

Employer Computed 
Contribution as a 

Percentage of Payroll 
8.20%1 

1 The employer contribution above reflects normal cost of new hires only. Rehires and transfers with prior benefit and/or eligibility 

service different than what is shown above would likely result in a higher employer cost. Future experience (including rehires/transfers) 

will adjust the required contribution in subsequent annual actuarial valuations, including any unfunded accrued liability. 

2 If member contributions increase/decrease by 1.00% of pay, the Employer Normal Cost Rate will decrease/increase by 0.82%. 

  

Please read the following Important Comments and Risk Commentary on page 3.  

1. The actuarial assumptions and the methods used in these calculations are the same as the 
assumptions and methods that were used in the December 31, 2019 MERS annual 
actuarial valuations including the new demographic assumptions as adopted by the MERS 
Board on February 27, 2020. The following assumptions are unique to this plan: 

a. General withdrawal and retirement rate tables adopted for the December 31, 
2020 annual valuation.  

b. A final average compensation (FAC) increase assumption of 1.00% was used for 
this division to reflect anticipated differences between expected and actual FAC 
experience at retirement. 

2. If new hires have prior service that can be used for vesting and/or eligibility purposes, 
the actual employer contribution may be materially different than the rate shown above.   

3. The reader of this report should understand that actuarial calculations are mathematical 
estimates based on current data and assumptions about future events that may or may 
not materialize. Actuarial calculations can and do vary from one valuation year to the 
next, and the actual employer contribution rate can and will change over time as the 
assumptions about future events are replaced by actual experience. 

4. The assumed average entry age of future new hires was provided by the employer.  This 
is a key assumption because the estimated employer contribution rate depends, in part, 
on the entry age of the new hires.  Generally, the older the new hires, the higher the cost 
as a percentage of payroll. If the entry age of future new hires is materially different from 
the assumed entry age, the actual employer contribution could be materially different 
than the estimated employer contribution shown above. 

5. If you have questions on the above results, or how to implement this benefit, please 
contact MERS at (800) 767-2308. 
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Risk Commentary 
 
Determination of accrued liability, employer contributions, and funded ratios of a DB Plan require 
the use of assumptions regarding future economic and demographic experience.  

Future actuarial measurements may differ significantly from the current measurements 
presented in this document due to factors such as, but not limited to the following: plan 
experience differing from that anticipated by the economic or demographic assumptions; 
changes in economic or demographic assumptions due to changing conditions; and changes in 
plan provisions or applicable law.  

Examples of risk that may reasonably be anticipated to alter the plan’s future financial condition, 
and result in actual future accrued liabilities and contributions differing from expected, include 
but are not limited to: 

 Investment Risk – actual investment returns may differ from the expected returns; 
 Salary and Payroll Risk – actual salaries and total payroll may differ from expected; 
 Longevity Risk – members may live longer or shorter than expected and receive pensions 

for a period of time other than assumed; and 
 Other Demographic Risks – members may terminate, retire or become disabled at times 

or with benefits other than assumed. 

The effects of certain trends in experience can generally be anticipated. For example, if the 
investment return since the most recent actuarial valuation is less (or more) than the assumed 
rate, the cost of the plan can be expected to increase (or decrease). Likewise if longevity is 
improving (or worsening), increases (or decreases) in cost can be anticipated. 

The scope of this document does not include an analysis of the potential range or impact of risks 
for the requested scenario(s).  

Please see the December 31, 2019 MERS annual actuarial valuation report for additional 
information regarding risks of the Defined Benefit plan. 

 



 

September 9, 2021  Page 1 

 

To:  MERS Regional Staff 
From:  MERS Actuarial Staff 
Re:  Pinckney, Vlg of (4706) – New Division for new hires of Division 01 

Estimated Employer Contribution Rate for New Hires, Rehires & Transfers1 

Benefit Provisions New Hire(s) Assumptions 

Benefit Formula 
Normal Retirement Age 

Vesting Period 
Early Retirement (Unreduced) 

Early Retirement (Reduced) 
FAC Period 

Member Contribution Rate2 
Disability and Death Benefits 

COLA for Future Retirees 
SLIF or Maximum Leave 

Other Provision(s) 

1.50% Multiplier (no max) 
60 

5 years 
- 

50/25, 55/15 
5 years 
1.97% 

MERS Standard 
1.50% (Non-Compound) 

- 
- 

Avg. Entry Age (years) 50 

Avg. Vesting/Eligibility 
Service (years) 

0.0 

Expected Gender Female 

Total Normal Cost as a 
Percentage of Payroll 

11.97% 

Employer Computed 
Contribution as a 

Percentage of Payroll 
10.00%1 

1 The employer contribution above reflects normal cost of new hires only. Rehires and transfers with prior benefit and/or eligibility 

service different than what is shown above would likely result in a higher employer cost. Future experience (including rehires/transfers) 

will adjust the required contribution in subsequent annual actuarial valuations, including any unfunded accrued liability. 

2 If member contributions increase/decrease by 1.00% of pay, the Employer Normal Cost Rate will decrease/increase by 0.85%. 

  

Please read the following Important Comments and Risk Commentary on page 2.  

1. The actuarial assumptions and the methods used in these calculations are the same as the 
assumptions and methods that were used in the December 31, 2019 MERS annual 
actuarial valuations including the new demographic assumptions as adopted by the MERS 
Board on February 27, 2020. The following assumptions are unique to this plan: 

a. General withdrawal and retirement rate tables adopted for the December 31, 
2020 annual valuation.  

b. A final average compensation (FAC) increase assumption of 1.00% was used for 
this division to reflect anticipated differences between expected and actual FAC 
experience at retirement. 

2. If new hires have prior service that can be used for vesting and/or eligibility purposes, 
the actual employer contribution may be materially different than the rate shown above.   

3. The reader of this report should understand that actuarial calculations are mathematical 
estimates based on current data and assumptions about future events that may or may 
not materialize. Actuarial calculations can and do vary from one valuation year to the 
next, and the actual employer contribution rate can and will change over time as the 
assumptions about future events are replaced by actual experience. 

4. The assumed average entry age of future new hires was provided by the employer.  This 
is a key assumption because the estimated employer contribution rate depends, in part, 
on the entry age of the new hires.  Generally, the older the new hires, the higher the cost 
as a percentage of payroll. If the entry age of future new hires is materially different from 
the assumed entry age, the actual employer contribution could be materially different 
than the estimated employer contribution shown above. 

5. If you have questions on the above results, or how to implement this benefit, please 
contact MERS at (800) 767-2308. 
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Risk Commentary 
 
Determination of accrued liability, employer contributions, and funded ratios of a DB Plan require 
the use of assumptions regarding future economic and demographic experience.  

Future actuarial measurements may differ significantly from the current measurements 
presented in this document due to factors such as, but not limited to the following: plan 
experience differing from that anticipated by the economic or demographic assumptions; 
changes in economic or demographic assumptions due to changing conditions; and changes in 
plan provisions or applicable law.  

Examples of risk that may reasonably be anticipated to alter the plan’s future financial condition, 
and result in actual future accrued liabilities and contributions differing from expected, include 
but are not limited to: 

 Investment Risk – actual investment returns may differ from the expected returns; 
 Salary and Payroll Risk – actual salaries and total payroll may differ from expected; 
 Longevity Risk – members may live longer or shorter than expected and receive pensions 

for a period of time other than assumed; and 
 Other Demographic Risks – members may terminate, retire or become disabled at times 

or with benefits other than assumed. 

The effects of certain trends in experience can generally be anticipated. For example, if the 
investment return since the most recent actuarial valuation is less (or more) than the assumed 
rate, the cost of the plan can be expected to increase (or decrease). Likewise if longevity is 
improving (or worsening), increases (or decreases) in cost can be anticipated. 

The scope of this document does not include an analysis of the potential range or impact of risks 
for the requested scenario(s).  

Please see the December 31, 2019 MERS annual actuarial valuation report for additional 
information regarding risks of the Defined Benefit plan. 
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