
































Retirement Plan for Employees of City of Stayton, Oregon
Pension Funding Policy
(July 1, 2015)

Background

The Trust for the Retirement Plan for Employees of City of Stayton, Oregon is a tax exempt trust which holds
assets and funds benefits under the Retirement Plan for Employees of City of Stayton, Oregon (“Pension Plan” or
“Plan”), a governmental defined benefit plan. The Plan’s assets are held for the exclusive benefit of participants
and beneficiaries under the terms of the retirement plan established by the City of Stayton (the City), and cannot
be used to pay any benefits or expenses of any other retirement plan or trust. The benefits are funded by
employer and employee contributions, and earnings from Pension Plan investments.

Purpose
The purpose of this Pension Funding Policy is to document the primary components of the City’s funding policy.
The City may choose to modify the Pension Funding Policy at any time.

Overview

The City intends to systematically fund the Plan’s liabilities on a sound actuarial basis. The actuarially determined
contribution will be based upon the following methods:

e Actuarial Cost Method
e Asset Valuation Method
e Amortization Method

The methods chosen by the City are described below.

Actuarial Cost Method

The Actuarial Cost Method is the method used to allocate the pension costs (and contributions) over an
employee’s working career. The policy objective is to fully fund each participant’s benefit by his or her expected
retirement date using a reasonable allocation method. Benefit costs will be determined as a level percentage of
compensation and will include expected income adjustments. The Actuarial Cost Method used to determine the
Plan’s funding requirements shall be the Entry Age Normal (level percentage of payroll) method.

Asset Valuation Method

The Asset Valuation Method recognizes 20% of the annual market value investment gain or loss above or below
the assumed long-term investment return assumption over five years. This smoothed value of assets is called the
actuarial value of assets and will not be less than 80% or greater than 120% of the market value of assets on the
valuation date.

Amortization Method

The Amortization Method refers to the length of time and structure of the payments required to systematically fund
the Plan’s liabilities not covered by the actuarial value of assets. The overall goal of the Plan’s amortization policy
is to provide stable costs and intergenerational equity. As of July 1, 2014, the City amortized the unfunded
actuarial liability over 23 years, as a level percent of payroll. Each year the amortization period applied to the total
unfunded liability will be reduced by 1 year until the amortization period is 15 years. Once the amortization period
reaches 15 years, annual changes in the unfunded actuarial liability will be amortized over 15 years.

Frequency of Calculation

The actuarially determined contribution requirement based upon the above methods will be calculated annually.



Actuarial Assumptions

In addition to the methods outlined in this document, the Plan’s funding requirements for a given year are highly
dependent on the actuarial assumptions used to determine the Plan’s pension liability. The assumptions used for
this purpose will be reviewed annually as part of the actuarial valuation process. The City has ultimate authority
over the assumptions used to determine the Plan’s funding requirements.

Actuarially Determined Contribution

The actuarially determined contribution (ADC) is calculated as the sum of the annual normal cost, a provision for
administrative expenses, and the total amortization payment to pay off the unfunded actuarial liability. The City
expects to contribute the ADC. However, the actual amount contributed will be determined via the annual budget
process and may differ from the ADC.
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