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March 5, 2014 
 
 
 
Board of Trustees 
City of Boca Raton 
General Employees’ Pension Plan 
c/o Ms. Nadine Joesphs 
Interim Plan Administrator 
2333 West Glades Road 
Boca Raton, FL  33431 
 
Re: October 1, 2013, Actuarial Valuation of the  
 City of Boca Raton General Employees’ Pension Plan 
 
Dear Trustees: 
 
We are pleased to present the October 1, 2013, Actuarial Valuation for the City of Boca 
Raton General Employees’ Pension Plan.  The purpose of this report is to indicate 
appropriate contribution levels, comment on the actuarial stability of the Plan, provide 
accounting expense and disclosure information, and satisfy State requirements.  Aon 
Hewitt, as Plan actuary, has been authorized by the Pension Board to prepare an annual 
actuarial valuation under Section 12-87 of the Plan. 
 
This report consists of this commentary and detailed Tables I through XVII.  The Tables 
contain basic Plan cost figures plus significant details on the benefits, liabilities and 
experience of the Plan.   
 
Pension Plan Costs 
 
The Actuarial Valuation develops the City Minimum Required Contribution under the 
Florida Protection of Public Employee Retirement Benefits Act for the fiscal year ending 
September 30, 2015, to be paid in the fiscal year ending September 30, 2015.  The 
minimum contribution consists of annual normal cost, reimbursement of administrative 
expenses, and amortization of the components of the unfunded actuarial accrued liability 
over various periods as prescribed by law.  The City Minimum Required Contribution 
for the fiscal year ending September 30, 2015, to be paid as of October 1, 2014, is 
$3,925,569 or 13.81% of expected covered payroll. 
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Under the current state interpretation, the actual required contribution is either this dollar 
amount, $3,925,569, which is based on projected Members’ Compensation below the 
maximum assumed retirement age (age 70) (the “Dollar Method”) or the percent shown, 
13.81%, of actual Members’ Compensation below the maximum assumed retirement age 
for the fiscal year ending September 30, 2015, (the Percentage Method), which may be 
more or less than the $3,925,569.  The City, the Board, and the actuary are to select and 
maintain whichever method “best fits the funding requirements of the Plan and satisfies 
the legislative intent found in Section 112.61, Florida Statutes.”  The Board and the City 
have formally adopted the Dollar Method. 
 
The split of the minimum contribution between Plans A, B and C is summarized below: 
 

   
City 

Credit From 
Plan A to Plan B 

Plan A Dollar Amount $232,600 ($0) 
 % of Payroll 5.67% (0.00%) 
Plan B Dollar Amount $3,469,986 $0 
 % of Payroll 14.30% 0.00% 
Plan C Dollar Amount $222,983 - 
 % of Payroll 6.32% - 

 
For purposes of the allocation of costs between Plan A and Plan B, the outstanding bases 
and amortization payments existing prior to 1999 were allocated on the basis established 
by the prior actuary.  Subsequent to 1998, experience gain/loss bases and amortizations 
were separately calculated for Plan A and Plan B, and starting in 2008, for Plan C.  
Administrative expenses were allocated on the basis of covered payroll as in the prior 
year valuations. 
 
Changes in Actuarial Assumptions, Methods and Plan Benefits 
 
There were no changes in Plan benefits, actuarial assumptions, or methods for this 
valuation that had an effect on the contribution. 
 
Actuarial Gains (Losses) 
 
The Plan experienced an actuarial loss of $1,721,752.  Table VI (page 10) shows that this 
loss is composed of an investment gain of approximately $2.9 million and a loss on plan 
liabilities of approximately $4.7 million.  Table XII (pages 31-32) presents salary 
experience and tracks employee turnover and retirement experience.  Table XIII (pages 
33-35) provides information on investment yields. 
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Table XII provides a history of increases in pay experienced by Plan Members.  Average 
increases have been as follows: 
 

Period Ended 
September 30, 2013 

Average 
Pay Increase 

  1 Year 0.7% 
3 Years 0.7% 
5 Years 2.0% 

 
Table XII also provides statistics for employees terminating service in comparison to the 
number that are expected to terminate.  Fiscal 2012-13 expected terminations numbered 
approximately 21 Members.  In fact, 20 employees from the prior year valuation 
terminated.  The 3- and 5-year experience also shows a fairly close correlation between 
gross expected and actual terminations. 
 
Table XII also shows statistics for employees retiring (including DROP enrollments) in 
comparison with the number expected to retire.  Fiscal 2012-13 expected retirements 
numbered approximately 39 Members.  In fact, 23 Members retired or enrolled in the 
DROP.  
 
Table XIII (page 33-35) provides the investment experience for the Plan in comparison to 
the actuarial assumption.  The actuarial value return was 10.1%. The market value return 
was 11.9%.  The compound average rate of actuarial value returns over the last 3, 5 and 
10 years has been 4.9%, 3.4% and 5.9%, respectively. 
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Comparison of October 1, 2012, and October 1, 2013, Valuation Results 
 
Table II (page 4) of the report provides information of a comparative nature.  Comparing 
the columns of Table II shows the effect of Plan experience during the year. The number 
of active Members decreased by 3.4% and covered payroll also decreased by 3.4%. The 
total normal cost increased as a percentage of covered payroll but decreased as a dollar 
amount. The unfunded actuarial accrued liability increased from $27.9 million to $30.0 
million primarily as a result of the liability loss, but also because of the expected increase 
due to the amortization method ($0.4 million).  The increase was offset by the investment 
gain. 
 
The actuarial value of assets was less than the plan’s accrued liability, resulting in an 
Accrued Liability Funded Ratio of 84.63%. The prior year’s Accrued Liability Funded 
Ratio was 84.81%. 
 
The actuarial value of assets exceeds the value of vested accrued benefits, resulting in a 
Vested Benefit Security Ratio of 99.46%.  The prior year’s Vested Benefit Security Ratio 
was 102.04%. 
 
Accounting Information 
 
Based upon information provided by the Board, the 2012–2013 City contribution was 
equal to the Government Accounting Standards Board (GASB) Statement 27 Annual 
Required Contribution (ARC) for the fiscal year ended September 30, 2013.  The net 
pension obligation changed from ($164,203) to ($167,070).  The City contribution met 
the minimum funding requirement under State rules. 
 
Member Census and Financial Data 
 
The Member census data used for this valuation was submitted to us by the Board.  This 
information contains name, Social Security number, date of birth, date of hire, date of 
participation, and actual compensation paid and Member contributions deducted for the 
previous year.  Dates of termination and retirement were provided where applicable.  
Information on DROP Members and inactive Members including retirees, beneficiaries 
and vested terminations was also updated by the Board. 
 
We were supplied with information on the assets of the Plan by the Board.  We do not 
audit the Member census data and asset information that is provided to us.  However, we 
perform certain reasonableness checks and on this basis we believe that the information 
that we received was reliable. 
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Conclusion 
 
In our opinion the benefits provided for under the current Plan will be sufficiently funded 
through the payment of the amount as indicated in this and future Actuarial Valuation 
reports.  We will continue to update you on the future payment requirements for the Plan 
through our actuarial reports.  These reports will also continue to monitor the future 
experience of the Plan.  If after the review of this Actuarial Valuation report you have 
any questions, please do not hesitate to contact us. 
 
The undersigned is a Member of the American Academy of Actuaries and meets the 
Qualification Standards of the American Academy of Actuaries to render the actuarial 
opinion contained herein. 
 
This actuarial valuation and/or cost determination was prepared and completed by me or 
under my direct supervision, and I acknowledge responsibility for the results.  To the best 
of my knowledge, the results are accurate, and in my opinion, the techniques and 
assumptions used are reasonable and meet the requirements and intent of Part VII, 
Chapter 112, Florida Statutes.  There is no benefit or expense to be provided by the plan 
and/or paid from the plan’s assets for which current liabilities or current costs have not 
been established or otherwise provided for in the valuation.  All known events or trends 
which may require a material increase in plan costs or required contribution rates have 
been taken into account in the valuation. 
 
Sincerely,  
 
 
  ________3/05/2014  
John A. Lessl, A.S.A., M.A.A.A., E.A.  Date 
Enrollment No. 11-02967 
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CITY OF BOCA RATON 
GENERAL EMPLOYEES’ PENSION PLAN 

October 1, 2013 
 

Outline of Principal Provisions of the Retirement Plan 
(Reflecting all changes through Ordinance 5189, adopted 2011) 

 
 
 
A. Eligibility Requirements 
 

All regular full-time employees of the City or unclassified department and division heads are 
eligible to participate upon the completion of 1 year of service.  Division and department heads 
have the option to elect not to participate at the time of hire or promotion. 

 
The Plan is divided into Plans A, B and C.  Employees hired or rehired after October 31, 2007, 
are enrolled in Plan C.  Employees hired or rehired after September 30, 1987, but before 
November 1. 2007, are enrolled in Plan B.  Employees hired before October 1, 1987, are 
enrolled in Plan A and were given a one-time option of transfer to Plan B.  Plan A and B 
employees may transfer to Plan C.  Plan A, B or C employees may also transfer to a defined 
contribution plan. 

 
B. Continuous Service 

 
Uninterrupted service (except for leave and military service) as a qualifying employee measured 
in years and completed months (including prior City employment purchased by a rehired former 
employee).  For the purpose of determining the amount of benefit (but not for the purpose of 
determining retirement eligibility), continuous service includes other governmental or military 
service purchased by the Member.  Service while a Member of the City’s defined contribution 
plan is excluded. 

 
C. Average Monthly Earnings (AME) and Earnings 

 
Average of highest 5 consecutive years of Earnings out of last 15 years of Continuous Service.  
Earnings mean base wages and longevity only, and exclude overtime, bonuses, any other extra 
compensation, and COLAs or merit increases which exceed the salary range.  Earnings may not 
exceed the IRC Section 401(a)(17) cap. 

 
D. Normal Retirement 
 

1. Eligibility 

For Plans A, B and C, the earlier of age 55 with 20 years of Continuous Service, or age 65 
with 10 years of Continuous Service, except that if a Member is actively employed at age 
65, he may retire with unreduced benefits at any time thereafter without regard to service.  
(continued)
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Effective October 1, 2004, a Member may retire with unreduced benefits at age 53 with 30 
years of Continuous Service. 

2. Benefit (Effective October 1 , 2007) 

For Plans A and B, 3.00% times AME times Continuous Service.  For Plan C, 1.75% times 
AME times Continuous Service.  Benefit may not exceed 100% of AME. 

 
3. Form of Benefit for This and Other Retirement and Termination Benefits 

Five year certain and life monthly payments.  Actuarially equivalent optional forms may be 
elected.  Actuarial equivalence is based on mortality in accordance with the GAM-1971 
Male mortality table for Members and the same table set back 5 years for joint annuitants, 
and 6.00% interest. 

E. Regular Early Retirement 
 

1. Eligibility 

Age 50 with 20 years of Continuous Service. 

2. Benefit 
 
Computed as for Normal Retirement based upon Continuous Service and AME as of Early 
Retirement Date, reduced by  5/12 of 1.00% for each month Early Retirement precedes age 
55.  Benefit before reduction may not exceed 100% of AME. 

 
F. 55/15 Early Retirement 
 

1. Eligibility 

For Members employed on October 1, 2001, age 55 with 15 years of Continuous Service. 

2. Benefit 
 
For Plans A and B, Continuous Service times 2.00% times AME, with no early 
commencement reduction.  For Plan C, Continuous Service times 1.75% times AME, with 
no early commencement reduction.  Benefit may not exceed 100% of AME. 

 
G. Rule of 68 Early Retirement 
 

1. Eligibility 

Age plus Continuous Service equals 68, minimum age 50, minimum 15 years of Continuous 
Service.  A Member need not be actively employed by the City at the time of Rule of 68 
Early Retirement. 
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2. Benefit 
 
For Plan A, Continuous Service times 2.50% times AME.  For Plans B and C, Continuous 
Service times 1.50% times AME.  Benefit may not exceed 100% of AME. 

 
H. Delayed Retirement 
 

1. Eligibility 

Continued employment after Normal Retirement Date. 

2. Benefit 
 
Computed as for Normal Retirement based upon Continuous Service and AME as of 
Delayed Retirement Date. Benefit may not exceed 100% of AME. 

 
I. Disability Retirement 
 

1. Eligibility 

Total and permanent disability while actively employed from a non-disqualifying cause. 

2. Benefit 

60% of Earnings (effective October 1, 2004, for non-service incurred disabilities, 50% of 
Earnings) at date of disability, reduced by the amount of any public disability benefits 
including Social Security.  Amount is recalculated at age 65 (or after 5 years, if later) based 
upon Normal Retirement pension formula including as Continuous Service the period of 
time on Disability pension.  This later benefit may not exceed 100% of AME. 

 
J. Pre-Retirement Death Benefit 
 

1. Eligibility 

a. Lump sum benefit – death while an active Member of the Pension Plan or receiving a 
Disability Pension. 

b. Monthly pension to qualifying spouse – death after completion of 10 years of 
Continuous Service and age 52. 

2. Benefit 

a. Lump sum benefit – 3 1/2 times annual Earnings paid as follows:  1/2 times annual 
Earnings paid in a lump sum (up to $7,500) and the balance, including interest, in 
monthly installments equal to 2/3 of monthly Earnings at time of death. 

b. Monthly pension to qualifying spouse – 50% of what the Member would have received 
had the Member retired immediately prior to death, payable for life or until remarriage, 
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commencing after the last installment under a. above.  This benefit, before reduction for 
early commencement, if applicable, may not exceed 50% of AME. 

c. In accordance with the HEART Act, a Member who dies while performing qualified 
military service shall be treated for purposes of survivor benefits as if he or she resumed 
employment and then terminated on account of death.  The Member’s survivor(s) shall 
be eligible for any additional benefits attributable to such “reemployment,” other than 
benefit accruals related to the qualified military service.  (The liability for the additional 
benefits attributable to the deemed reemployment is relatively small and has a small 
probability of occurrence; therefore it is not anticipated or funded in advance.) 

K. Employee Contributions 
 

Plan A and B Members – 9.65% of annual Earnings (8.65% prior to October 22, 2010, and 
7.65% prior to January 4, 2008).  Plan C Members – 6.00% of annual Earnings (5.00% prior to 
October 22, 2010).  (3% interest is paid on refunds of Member contributions. Each Member is 
guaranteed benefit payments at least equal to his Member contributions plus interest.) 

 
L. Termination Benefit 

 
If termination occurs after the completion of 10 years of Continuous Service, the full accrued 
retirement benefit is payable at age 65, or an immediate benefit is payable reduced 5/12 of 1% 
per month from age 65.  If such Member dies before benefits begin, but after age 52, the 5-year 
certain portion of his benefit shall be paid as if he qualified for Regular Early Retirement 
including the 5/12 of 1% per month reduction for commencement before age 55; if he dies prior 
to age 52, the death benefit is refund of contributions with interest.  If termination occurs prior 
to the completion of 10 years of Continuous Service, a refund of contributions with interest is 
made. 

 
M. DROP Plan 

 
A Deferred Retirement Option Plan (DROP) is available to Members age 55 with 20 years 
Continuous Service, or age  53 with 30 years of Continuous Service, or age 50 with 20 years of 
Continuous Service (in the last case, the DROP benefit is reduced as for Regular Early 
Retirement).  The maximum length of DROP participation is 60 months.  DROP accounts are 
credited with the same overall rate of return on pension fund investments, or, at the participant’s 
election, with the lesser of the U.S. Federal Funds Target Rate or the assumed actuarial rate of 
return on pension fund investments.  No Disability or Pre-Retirement Death Benefits are 
provided while a Member is on DROP. 

  
N. Past Service 

 
Members may purchase up to 5 years of past service for prior military or governmental service 
(up to 10 years for prior service with the City) for the full actuarial cost, in accordance with 
provisions of the Code of Ordinances. 
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O. Transfers 

 
Employees who transfer from the Police and Firefighters Pension Plan to this Plan: 
 
1. Have their Member and City contributions transferred to this Plan (considered in total to be 

the Entry Age Actuarial Accrued Liability and Normal Cost through the effective date of the 
employee’s transfer), and 

 
2. Have their accrued benefit provided by this Plan, based on their respective multipliers and 

Continuous Service under each plan and on their AME under this Plan, subject to the 
maximum of 100% of AME, excluding any supplemental pension or COLA.  The early 
commencement reduction shall apply only to the portion attributable to the multiplier and 
Continuous Service under this Plan. 

 
Employees who transfer from this Plan to the Executive Employees’ Retirement Plan shall have 
their Entry Age Normal Actuarial Accrued Liability transferred to such Plan.  Employees who 
transfer to the City’s Defined Contribution Plan shall have the Actuarial Present Value of their 
Accrued Benefit transferred to such plan, or they may elect to retain their right to their accrued 
benefit from this Plan as a deferred vested employee. 

 
P. Changes From Previous Valuation 
 

None.
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CITY OF BOCA RATON 
GENERAL EMPLOYEES’ PENSION PLAN 

October 1, 2013 
 

Actuarial Assumptions and Actuarial Cost Method 
Used in the Valuation 

 
 
 
A. Mortality 
 

Mortality is based on the RP-2000 (Retirement Plans-2000) IRS Generational Non-Annuitant/ 
Annuitant Tables for Males and Females, as described in Regulation §1.430(h)(3)-1(d), which 
include projected mortality improvements for each year in the future. 

 
B. Investment Return 
 
 8.0%, compounded annually; net of investment-related expense 
 
C. Allowances for Expenses or Contingencies 
 

Estimated expenses are assumed to equal actual expenses for the prior year, net of investment-
related expenses, and are allocated to Plans A, B, and C in proportion to compensation per the 
prior valuation. 

 
D. Employee Termination Rates 
 

See table below 
 
E. Disablement Assumption 
 

Rates of disablement: See table below 
Other Public Disability Benefits: None assumed 

 
F. Salary Increase Factors 
 

See table below 
 
G. Employee Retirement Rates 
 
 See table below (minimum 1 year of future service) 



Table XVII 
(Cont’d) 

 

 48 

 
H. Actuarial Value of Assets 
 

The Actuarial Value of Assets is determined using a 4-year smoothing method, with an 
80%/120% corridor.  Each year the prior year’s Actuarial Value is increased by the non-
investment net cash flow and by the net investment income excluding the net appreciation in 
the fair value of investments.  This net appreciation is only recognized over a four-year period, 
i.e., the amount from the previous sentence is further increased by only 25% of the appreciation 
for each of the last four years.  This preliminary Actuarial Value is further constrained to be 
within a corridor of 80% to 120% of fair market value.  A characteristic of this asset valuation 
method is that, over time, it is more likely to produce an actuarial value of assets that is less 
than the market value of assets, and hence it is considered a conservative smoothing method. 
 
The Actuarial Value of Assets was reset to the Market Value of Assets as of September 30, 
2005. 
 

I. Marital Assumptions 
 

70% of active Members are assumed to be married.  Female spouses are assumed to be 3 years 
younger than male spouses.  No remarriage is assumed for surviving spouses of deceased 
Members. 
 

J. Payroll Growth Projection 
 

3.0% per annum 
 
K. Actuarial Funding Method 
 

Normal Retirement, Termination, Disability and Death Benefits 
 
Entry Age Actuarial Cost Method.  Under this method the normal cost for each active employee 
is the amount which is calculated to be a level percentage of pay that would be required 
annually from his age at hire to his assumed retirement age to fund his estimated benefits, 
assuming the current Plan has always been in effect.  The normal cost for the Plan is the sum of 
such amounts for all employees.  The actuarial accrued liability as of any valuation date for 
each active employee or inactive employee who is eligible to receive benefits under the Plan is 
the excess of the actuarial present value of estimated future benefits over the actuarial present 
value of current and future normal costs.  The unfunded actuarial accrued liability as of any 
valuation date is the excess of the actuarial accrued liability over the actuarial value of assets of 
the Plan. 
 
Unfunded actuarial accrued liability bases are funded as a level percentage of increasing 
payroll. 
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L. Assumed Rates of Employment Termination and Disability 
 

Annual Rate of Employment Termination Annual Rate of Disability* 
 

Age 
Years of 
Service 

Rates of 
Withdrawal 

 
Age 

 
Disability 

All 1 18% 20 0.03% 
 2 15% 25 0.04% 
 3 10% 30 0.06% 
 4 8% 35 0.10% 
     

20-24 5 and over 8% 40 0.16% 
25-29  8% 45 0.26% 
30-34  7% 50 0.45% 
35-39  4% 55 0.84% 
40-44  4% 60 1.20% 

     
45-49  2%   
50-54  2%   
55-59  3%   
60-64  5%   

 
* All disabilities are assumed to be service incurred. 
 

M. Assumed Rate of Salary Increase 
 

Sample rates are as follows: 
 

 
Age 

Salary  
Increase 

 
Age 

Salary 
Increase 

20 7.3% 45 4.9% 
25 7.3% 50 4.7% 
30 7.3% 55 4.3% 
35 6.7% 60 3.9% 
40 5.5% 65 3.9% 

 
The client provides annualized salaries for Members hired during the year prior to the valuation 
date. 
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N. Assumed Rate of Retirement 
 

Early Retirement 
 
 Plan A: 20% per year; after age 54: 10% per year 
 Plan B and C: 5% per year; after age 51 or after 30 years of Continuous Service: 10% per 

year 
 

Normal Retirement (Plans A, B and C, including DROP enrollments) 
 
After 55/20 or 53/30, but before age 65:  50% per year, otherwise: 
 

 
Age 

Annual Rate 
of Retirement 

65 60% 
66 30% 
67 40% 
68 50% 
69 90% 
70 100% 

 
O. Changes from Previous Valuation 
 

None.  
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