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Connecting the Dots

Statement of Fiduciary

 Net Position

Annual Actuarial 

Valuation (AAV) Report
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Statements and Reports

Timeline
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Statement of 

Fiduciary Net 

Position
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Quarterly Statements

Muni Number 

(first 4 digits)
Reporting Unit Number 

(last 2 digits)

Division Number 

(last 2 digits)

555501

55550101

55550101

Reserve for Employee Contributions

55550101

55550101

555501555501

Reserve for Employer Contributions and Benefit Payments

Combined Reserves
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Annual Statement
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Annual 

Actuarial 

Valuation 

(AAV) Report
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Annual Actuarial Valuation 

▪ Your AAV report is a snapshot of your MERS Defined 
Benefit Plan as of December 31 each year

▪ The report provides your contribution rates for your 
following fiscal year 

- Example: Your 2022 AAV was made available in June 2023 
and provides contribution rates for your 2024 fiscal year

▪ The report also provides insight to your plan’s 
liabilities, funding levels, employer and employee 
contributions, and important information for GASB and 
state reporting
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Actuarial Assumptions

▪ Required contributions in a defined benefit plan are calculated by 

an accredited actuary using assumptions about future events

▪ These assumptions fall into two broad categories: economic and 

demographic

Economic assumptions are 

forward looking trends and 

include factors such as wage 

growth and the future expected 

investment return 

Demographic assumptions look 

back at the actual experience of 

the plan, such as changes in the 

number of working and retired 

participants, when those 

participants will retire, and how 

long they’ll live  
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Checking our Assumptions

▪ As part of our fiduciary responsibility, MERS performs an 

Experience Study at least every five years to compare key 

assumptions to real world experience and make adjustments if 

necessary

- Most recent Experience Study was in February 2020

▪ In today’s ever-changing world, it is a fiscal best practice to 

review economic assumptions more frequently so plans can 

make incremental changes on an ongoing basis
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▪ Each AAV explains the 

difference between market 

and actuarial value of 

assets

▪ Actuarial value of assets, 

used to determine both the 

funded ratio and the 

required employer 

contribution, is based on a 

smoothed value of assets

▪ Asset smoothing is a tool 

to reduce contribution 

volatility

Market vs. Actuarial Value 

This is the actual amount 
of assets held in the plan 
(also called fiduciary net 
position) and is shown in 
your quarterly statements

Market Value of Assets 

This number uses a 
smoothed asset value, 
and therefore is different 
than the actual amount of 
assets held in the plan

Actuarial Value of Assets  
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Effect of Smoothing 

Smoothing is a buffer against extreme fluctuations in the market
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How Smoothing Works

Spreads investment gains and losses over five years
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Combined Assets shown on 

2022 AAV equal the Total 

Balance found on the 

12/31/2022 Statement of 

Fiduciary Net Position
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Tying it all Together

▪ Statement of Fiduciary Net Position provides 

market value of assets

▪ Smoothing applied to calculate asset adjustment 

factor

▪ Asset adjustment factor multiplied by market value 

of assets to get the actuarial investment gain or 

loss and the total actuarial value of assets

▪ The investment gain or loss is amortized, and a 

portion is included in the annual contribution 

requirements
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Understanding 

Unfunded 

Accrued 

Liability (UAL)
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Funded Ratio

▪ The funded ratio of a plan is the percentage of the 

dollar value of the actuarial accrued liability that is 

covered by the actuarial value of assets

▪ While funding ratio may be a useful plan measurement, 

understanding a plan’s funding trend may be more 

important than a particular point in time
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Plan Design Strategies

▪ Higher retirement 

age

▪ Defined Benefit 

Plan with lower 

provisions

▪ Hybrid Plan 

▪ Defined 

Contribution Plan

▪ Lower multiplier 

going forward

▪ Eliminate COLA 

on future service

▪ Plan freeze

25

Reduce Future 

Liability for 

New Hires

Reduce Future 

Liability for Existing 

Employees

Eliminate Accrual of 

Future Liability  



n/a

Plan Design Trends 

To Manage UAL

Strategy Description Trend Impact

Lower Benefit to 

New Hires

New hires receive a lower tier 

of Defined Benefit provisions

Existing employees not affected

Reduces the liability for new hires

Bridged Benefits 

for Existing 

Employees

Benefits are offered in parts to 

existing employees

Multiplier is lower going forward

Leaves earned benefits unchanged

Reduces the liability for new hires and 

existing employees

Bridged Cost of 

Living Adjustment 

(COLA)

Eliminates the COLA on future 

service credit

Leaves earned benefits unchanged

Reduces the liability for new hires and 

existing employees

Hybrid for New 

Hires

New hires receive a 

Hybrid Plan

Existing employees are not affected

Reduces liability for new hires

Defined 

Contribution for 

New Hires

New hires receive a Defined 

Contribution Plan

Existing employees are not affected

Eliminates liability for new hires

Defined Benefit 

Plan Freeze

Plan is frozen and all 

employees move to a new plan

Existing employees do not accrue 

additional service credit and FAC 

is frozen
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Funding Strategies

▪ Reduces burden 

on employer

▪ Reduces existing 

liability

▪ Available to some 

municipalities

27

Cost Sharing

Voluntary 

Contributions Bonding



Funding Strategies

To Manage UAL

Strategy Description Trend Impact

Cost Sharing for 

Existing 

Employees1

Employees contribute to help 

fund the overall cost of the 

plan

Reduces the employer cost, but 

does not affect total cost or the 

plan’s unfunded liability

Voluntary 

Contributions1

Additional payments made 

into plan toward unfunded 

liability 

Reduces existing liability 

Extra dollars are invested and 

recognize market returns 

Bonding2 Municipalities may bond for 

all or a portion of their 

unfunded accrued liabilities 

— pension or OPEB

Proceeds of the bond are 

deposited and potentially will fully 

fund the UAL

No guarantee that future unfunded 

liabilities may not occur
1 1

6 5

0

2019     2020     2021      2022      2023

1 Divisions that have adopted this strategy as of 7/31/2023.
2 Municipalities that have adopted this strategy as of 7/31/2023.

464 464 471
380 303

138
91 73 69 43
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Additional 

Resources
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Statement of Fiduciary Net Position 

by Employer

Statement of Fiduciary 

Net Position by Employer

• Third-party audit conducted 

by Plante Moran 

• Your auditor may require it

• Available in the 

Employer Portal 
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Service Organization Control (SOC) 

Report

SOC 1 Type 2  Report

• Third-party audit 

conducted by 

Plante Moran 

• Your auditor may require it

• Available in the 

Employer Portal 
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Census Report

Your Census Report contains demographic 

information about your:

• Active employees

• Retirees and beneficiaries

• Vested former employees (deferred)

• Non-vested former employees (terminated) 32



Total Liability Calculator (TLC) Basic

▪ As part of our fiduciary responsibility, 

MERS is committed to helping 

customers understand and 

manage their retirement plans

▪ We have partnered with GovInvest, a 

leading data visualization organization, 

to provide you with an actuarial self-

service online tool – TLC Basic

▪ Our goal is to bring your data to life to 

assist with understanding, analyzing 

and communicating with stakeholders 

about your plan

Self-Service Actuarial Tool
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Included with your 

quarterly statement 

notification emails 

and available under 

the Defined Benefit 

Resources tab on 

mersofmich.com
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Annual Actuarial Valuations (AAV) 

Webpage
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Employer Resources  

Employer Meetings Annual Conference

Communications 

from MERS

!

Inside MERS 

Investments Podcast

36

▪ Roundtable events 

hosted by your 

Regional Team 

▪ Informal 

conversation with 

MERS CEO

▪ Held each fall

▪ Educational 

sessions

▪ Business meeting

▪ Board election

▪ CEO updates and 

Municipal Matters 

emails

▪ Communications 

Corner available on 

our website

▪ Administrative and 

Policy change log

▪ Updates from 

MERS Chief 

Investment Officer



Key Takeaways

Your quarterly and annual 
Statements of Fiduciary Net 
Position provide detailed 
information about the actual 
market value of the assets 
held by your plan.

Your AAV takes information 
from your annual statement 
and applies smoothing to 
determine the actuarial 
value of assets, which used 
to calculate your funded ratio 
and minimum required 
employer contributions

The GovInvest TLC Basic 
tool can be used to project 
the impact of additional 
contributions to your plan

Your regional manager is 
available to review the 
information in your 2022 AAV 
with you and your board, as 
needed
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Your Regional Manager 

Region 1

Terra Langham
tlangham@mersofmich.com

517.703.9742

Region 2

Matt Taylor
mtaylor@mersofmich.com

517.703.1216

Region 5

Sue Feinberg
sfeinberg@mersofmich.com

517.703.1331

Region 6

Marne Daggett
mjdaggett@mersofmich.com

517.703.1213

Region 3

Tony Radjenovich
tradjenovich@mersofmich.com

517.703.9741

Region 4

Veronica LaBar
vlabar@mersofmich.com

517.703.1310



MERS of Michigan

1134 Municipal Way

Lansing, MI 48917 

800.767.6377

www.mersofmich.com

This presentation contains a summary description of MERS benefits, 

policies or procedures. MERS has made every effort to ensure that the 

information provided is accurate and up to date. Where the publication 

conflicts with the relevant Plan Document, the Plan Document controls.
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