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INTER-CANYON FIRE PROTECTION DISTRICT
PENSION BOARD MEETING
8445 S. Highway 285, Morrison, CO 80456 * 303-697-4413
QOctober 9, 2019

Cali to Order

ICFPD Pension Board was called to order at 19:02 hours at Fire Station No. 3

Board Members Present:
Jennifer Volkman, President

Karl Firor, Treasurer

Michael Swenson, Director
Ralph Dreher, Director
Kerry Prielipp, Director

Board Members Absent
David Logan

Guest:
Gayla Logan

Shane Buckles

1. Approval of Minutes

There was a motion by Karl Firor with a second by Kerry Prielipp to approve the july 10,
2019 minutes. The motion passed unanimously.

New Business
a. none

Financial Condition of the Fund

a. 2019 Actuarial Study

Karl Firor advised with the change in rate of return from 7 %2 to 7 % and increased life
expectancy resulting in more projected payouts, the liability increased from $600 to
$673k. Based on funding currently being done, the liability will be paid off in 10 years.
The balance effected by the projected rate of return is the financial responsibility of the
District. The plan is frozen, we know who is eligible and participating. The funded
requirement has increased to $84k. We are still paying $123k, $18,500 of which is
matching from the State. We will be able to gage where we stand again at year end.



Ralph asked if there will ever be a chance for an increase for pensioners. Karl responded
we are in the hole and the likely hood of an increase in market returns needed in order
to increase cost of living is very slim. Ralph noted the District did go thru this 20 years
ago. Ralph is not concerned if it is being taken care of and we keep pensioners posted.
The issue may fix itself over the years. Karl noted over the next 10 years we are not
caught up with paying benefits. If we remain upside down, worst case the District can
pay 70% of current benefits. Karl added over the past six years the hole has only gotten
bigger and has increased from $25k per year to $123k in current contributions. Kerry
agreed adding, the contributions are dependent on market results.

Karl noted we have eliminated all other variables. Mortality rates have increased. Ralph
stated he believes at some point the government may step in as they have done in other
situations. Kar! noted the government has some of their own issues with pensions and
we will come after those are resolved, if ever. ludges, police, teachers etc. all have
shortfalls and the State may not be able to help special districts. Mike asked for
clarification what amount goes in. Karl indicated $105k each year, the State currently
matches $18,500. Jennifer asked how long ago the increase was. Karl responded about
3 years. Mike noted a contribution of $124,179 each year since 2016. Karl advised the
District was at one time getting as much as $39k from the State who has cut down their
contribution to $18,500. In response to Ralphs concerns about volunteers, Karl noted
we are 1/3 short. Karl added he is hoping it will not take longer than 10 years to pay off.
If the actuarial reflects pay off within 20 years we are okay. Ralph indicated he would
like to see board members get more involved in keeping membership informed. Karl
responded information is available quarterly from the FPPA who manages the fund.
There is not much more we can provide. Karl confirmed the plan is frozen and currently
there are 25 retired, 1 beneficiary, 27 active members.

. Old Business

Appoint new member.
Jennifer welcomed Shane Buckles and thanked Shane for stepping up.
MOTION: There was a motion by Kerry Prielipp with a second by Karl Firor to appoint

Shane Buckles to fill the member representative vacancy. The motion passed
unanimously.



Adjournment
There being no further business before the Board, the meeting was adjourned at
1920 hours.

Meeting Minutes by Kelley D. Wood, District Administrator

Submittecjj Annreved by:
/K/ZY Jrﬁj nan Tnor
Secretary Treasurer
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Actuarial Assumptions and Methods

T actuarial valuation uses the assumptions and methods that were adopted by the Board of Directors
of FPPA based upon the actuary's analysis and recommendations resulting from the 2018 Experience
Study and effective in the January 1, 2019 valuations. A summary of those assumptions and methods can
be found in Table 14, and for a complete list of assumption changes as well as the rationale for the
change, please see the experience study report dated September 21, 2018. The primary assumption
changes were:

¢ Reducing the current nominal investment assumption from 7.50% to 7.00%;

* Removing the blue collar adjustment from the mortality tables being used and update the
mortality projection scale from Scale BB to the ultimate rates of the MP-2017 projection scale;
and

e Increasing the withdrawal rates by 10%.

Liabilities were determined under the Entry Age Normal actuarial cost method. This is the same funding
method that has been used in prior years.

Tl results of the actuarial valuation are dependent on the actuarial assumptions used. Actual results can
and almost certainly will differ, as actual experience deviates from the assumptions. Even seemingly

m or changes in the assumptions can materially change the liabilities, calculated annual contribution and
funding periods. The actuarial calculations are intended to provide information for rational decision
making.

This report does not include a detailed assessment of the risks of future experience not meeting the
actuarial assumptions. Additional assessment of risks was outside the scope of this assignment.

The calculated employer contribution consists of the sum of three pieces: the normal cost, the
amortization of the Unfunded Actuarial Accrued Liability {UAAL), and any administrative and other
ongoing expenses to be paid out of the pension fund (e.g. insurance contracts). The calculated annual
contribution is shown in Table 3, Item 9. The normal cost (shown in detail in Table 3, Item 1) can be
viewed as the regular, ongoing cost of the plan. The UAAL is the amount by which the actuarial value of
assets falls short of, or exceeds, the actuarial accrued liability for this plan. Under the current statutes, the
UAAL must be amortized under a level dollar methed in no less than 20 years. The required payment to
amortize the UAAL in 20 years is shown in Table 3, Item 7.

Assets

Table 10, =m 2 shows the market and actuarial values of assets for this department. The actuarial value

is an adjusted market value. It reflects only a portion of the excess (or shortfall} between recent

i stment returns and the corresponding expected returns based on the annual investment return

assumption. The actuarial value recognizes 20% of the difference between the projected actuarial value

and the market value at the valuation date. This smoothed average approach dampens the year-to-year
uctuations in the calculated annual contribution.

G R Eg;::mt Inter-Canyon Fire Protection District Volunteer Pension Fund
Actuarial Valuation as of January 1, 2019



Member Data

Member data as of January 1, 2019 was supplied by FPPA, as verified by the department. GRS did not
subject the data to any auditing procedures but reviewed it and tested it for reasonableness and
consistency. The member count is shown in Table 10, Iltem 1. This count includes members who have
worked for this employer at one time, but who are now active at another employer. Your share of the
benefits for such former employees is reflected in the liabilities and in the contribution calculation. The
number of retirees shown includes those who retired from this employer, as well as those who retired
from another employer but has service attributed to this employer. The liabilities take into account your
share of the benefits for these former, active members.

Experience

Many employers experienced an increase in their calculated annua! contribution between the 2017
actuarial valuation and this valuation. This was mainly due to actuarial losses from investment experience
on smoothed assets and the reduction to the investment return rate. Table 5 details the changes in the
UAAL and the calculated annua! contribution since the prior valuation.

Actuarial experience is measured by comparing the expected valuation results with the actual valuation
results at the valuation date. The expected valuation results are calculated as if all of the actuarial
assumptions had been met.

¢ A Gain/{Loss) attributable to Investment Experience is realized when the pension fund assets earn
over/{under} the actuarial assumed earnings rate.

e A Gain/{Loss) attributable to Membership Changes is realized when the pension fund liabilities are
Jess/(greater) than the actuarial assumptions predicted {e.g. higher terminations, members
remaining after eligible for normal retirement benefits, members not living as long as expected).
See Table 14 for a description of the actuarial assumptions.

e A Gain/(Loss) attributable to Benefit Improvements is realized when benefit level improvements
have been adopted since the prior valuation.

GASB Accounting

The Governmental Accounting Standards Board {GASB) Statement No. 67, Financial Reporting for Pension
Pians {Issued 6/2012), replaced the requirements under GASB Statement No. 25, Financial Reparting for
Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans {Issued 11/1994),
effective for financial statements for fiscal years beginning after June 15, 2013. GASB Statement No. 68,
Accounting and Financial Reporting for Pensions {Issued 6/2012), replaced GASB Statement No. 27,
Accounting for Pensions by State and Local Governmental Employers (Issued 11/1994), effective for fiscal
years beginning after June 15, 2014. GASB Statement No. 67 was implemented in FPPA’s Comprehensive
Annual Financial Report beginning in fiscal year 2014. Employer reporting information for GASB Statement
No. 68 is provided in a separate report.

Tables

This report includes one executive summary and up to sixteen tables.

Actuarial' uation as of January 1, 2019
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The executive summary includes a condensed summary of the demographic, financial, and
actuarial data.

Table 1 is a comparison of the actuarial results of the report based on the current benefit
provisions and the state match calculation if requested.

Table 2 is a summary of the current benefit provisions and the state match calculation if
requested.

Table 3 provides the details of the development of the required contribution.

Table 4 shows the actuarial present value of future benefits, broken down by membership
category and type of benefit.

Table 5 shows the sources of change in the calculated annual contribution since the prior
valuation,

Table 6 provides information that used to be required under the Governmental Accounting
Standards Board Statement No. 25 (GASB 25) and No. 27 {GASB 27). These statements have been
replaced by GASB 67 and GASB 68 and results under those standards will be provided in a
separate report.

Tables 7 thru 9 show the development of the financial information.

Tables 10 and 11 show histarical actuarial and demographic data for the department.
Table 12 shows the current distribution of the membership by age and service.

Table 13 shows the risks associated with measuring the accrued liability and actuarially
determined contribution.

Table 14 shows the actuarial assumptions and methods used to calculate the liabilities.
Table 15 is a summary of the alternative benefit provisions requested, if any.

Tahble 16 is a comparison of the actuarial results of the report based on the alternative benefit
provisions requested, if any,

Appendix provides definitions of several terms used throughout the report.

Certification

We certify that the information included herein and contained in the 2019 Actuarial Valuation Report is
accurate and fairly presents the actuarial position of the Inter-Canyon Fire Protection District Volunteer
sion Fund as of January 1, 2019.

All calculations have been made in conformity with generally accepted actuarial principies and practices,
and with the Actuarial Standards of Practice issued by the Actuarial Standards Board. In our opinion, the
results presented comply with the requirements of the State of Colorado statutes and, where applicable,
the Internal Revenue Code, ERISA, and the Statements of the Governmental Accounting Standards Board.
The undersigned are independent actuaries. Mr. Newton and Mrs. Woolfrey are members of the
American Academy of Actuaries, and are also Enrolled Actuaries. Both are experienced in performing
valuations for public retirement systems.
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Respectfully submitted,
Gabriel Roeder Smith & Company

MWW

Dana Woolfrey, FSA, EA, MAAA
Consultant and Actuary

Joseph Newton, FSA, EA, MAAA
Senior Consultant
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Executive Summary

Valuation as of

Valuation as of

ltemn Januvary 1, 2019 January 1, 2017
Membership
* Number of;
- Active members 27 40
- Retired Members 25 24
- Disabled members 0 0
- Beneficiaries 1 2
- Terminated vested members 0 1
- Terminated members active in another fund 3
- Total 56 69
Assets
e Market value 5 1,617,097 S 1,499,297
e Actuarial value 1,701,285 1,573,502
* Employer contribution for prior year 105,679 105,679
« Employer contribution for prior year minus 1 105,679 105,679
+ Ratio of actuarial value to market value 105% 105%
Actuarial Information
¢« Employer normal cost S 15,159 | 5§ 23,882
Normal cost per active member 561 597
* Unfunded actuarial accrued liability / (Surplus) 673,267 600,040
¢ (Calculated annual contribution 89,770 85,398
* Assumed contribution from depantment 105,679 105,679
* Assumed contribution from state 18,500 18,500
»  Funding period based on assumed contributions 10 years 9 years
* Funded ratio 72% 72%
*  Funded ratio based on market value 68% 69%
» Is current level of contributions adequate Yes Yes

Retirement
DHSLJ:IHE
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Table 1 - Comparison of Actuarial Results Based on Aiternate
Benefit Levels

Current Plan State Match Calc
(1) (2)

1. Normal Retirement Benefit S 432.00 S 300.00
2. Normal Cost 15,159 17,494
3. Present Value of Future Benefits 2,437,266 1,514,292
4. Actuarial Accrued Liability 2,374,552 1,448,932
5. Unfunded Accrued Liability / {Surplus) 673,267 {(252,353)
6. Total Annual Calculated Contribution 89,770 (3601
7. Assumed Contribution 124,179 124,179
8. Funding Period Based on Assumed Contribution 10 years 0 years
9. Funded Ratio 72% 117%

Actuarial Valuation as of January 1, 2019
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Table 7 - Reconciliation of Net Plan Assets

1. Market value of assets at beginning of year

2. Revenue for the year
a. Plandirect inflows

i. Employer contributions
ii. State funding

iii. Affiliations

iv. Plan directed expenses
v. Total

b. Allocated income
i. Interest
ii. Dividends
iii. Other income
iv. Net change accrued income
v. Unrealized gain/(loss)
vi. Realized gain/{loss}
vii. Total

¢. Total Revenue {Item 2a + Item 2b)

3. Expenditures for the year
a. Net benefits

b. Allocated expense
i. Investment expenses
ii. Direct expense allocation
iii. Allocated fees and expenses
iv. Total allocated expenditures

4. Increasef{Decrease) in net assets
(Item 2¢ - ltem 3a - Item 3b)

Year Ending
12/31/2018 12/31/2017
(1} {2)

$ 1,659,439 $ 1,499,257
5 105,679 5 105,679
18,500 18,500

0 0
0 {4,661)

5 124,179 S 119,518
S 6621 S 4,105
12,295 10,544

8,938 12,995

789 919

(50,496} 127,090

76,870 68,189

S 15017 S 224,242
S 135,196 § 343,760
S 153912 § 154,950
S 14,075 S 14,514
431 1,189

13,120 12,965

S 27,626 S 28,668
S (42,342} S 160,142
1,617,097 % 1,659,439

5. Market value of assets at end of year (Iitem 1 + Item 4} S

‘G RS &
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Table 10 - Historical Summary

1. Member Data
a. Active Members
Retired Members
Disabled Members
Beneficiaries
Terminated Vested Members
Terminated Members Active in Another
Fund

g. Total Members

o a0 o

h. Average Age —~ Actives Only
i. Average Service — Actives Only

2. Financial Data
a. Market Value of Assets
b. Actuarial Value of Assets

3. Actuarial Data
a. Accrued Liability
b. Unfunded Accrued Liability / {Surplus)

¢. Normal Cost
i. Total Amount
ii. Amount per Active Member

d. Amortization Contribution
i. Total Amount
ii. Amount per Active Member

e. Administrative and Ongoing Expenses*
i. Total Amount
ii. Amount per Active Member

f. Calculated Annual Contribution
i. Total Amount
ii. Amount per Active Member

* As of January 1, 2016, this is 3 method change to explicitly include administrative expenses in the calculated annua!

Valuation as of Valuation as of Valuation as of

01/01/2019 01/01/2017 01/01/2015
{1) {2) {3)

27 40 38

25 24 20

0 0 0

1 2 2

0 1 2

3 2 2

56 69 64

45.9 42.7 44,6

10.5 6.6 8.1

$ 1,617,097 S§ 1,499,297 S 1,423,243

$ 1,701,285 S 1,573,502 S 1,411,980

$ 2,374,552 $ 2,173,542 S 2,008,729

$ 673,267 $ 600,040 S 596,749

S 15,159 S 23882 S 22,392

561 597 589

S $8,428 S 53,256 S 50,393

2,164 1,331 1,326

S 16,183 S 8,260 S 0

599 207 0

) 89,770 S 85398 S 72,785

3,325 2,135 1,515

contribution. Prior years may have included an ongoing expense assumption in the calculated annual contribution that

was separate from the administrative expenses.

Retirerne 1t
Censuling
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Table 11 - Membership Data

01/01/2019 01/01/2017 01/01/2015
{1} (2) {3}
1. Active members
a. Number 27 40 38
b. Average age 459 42.7 446
c. Average service 10.9 6.6 8.1
2. Service retirees
a. Number 25 24 20
b. Total annual benefits s 150,024 § 143,544 § 117,624
c. Average annual benefit S 6,000 S 5981 S 5,881
d. Average age 67.0 65.7 65.7

3. Disabled retirees

a. Number 0 0 0
b. Total annual benefits s 0 S 0 S 0
¢. Average annual benefit $ o S 0 S 0
d. Average age
4, Beneficiaries and spouses
a. Number 1 2 2
b. Total annual benefits S 3,888 S 6,480 S 6,480
c. Average annual benefit S 3888 S 3240 § 3,240
d. Average age 84.0 86.0 84.0
5. Terminated vested members
a. Number 0 1 2
b. Average age 50.0 48.5
6. Terminated members active in another
fund 3 2 2
7. Total number of members 56 69 64

Actuarial Valuation as of January 1, 2019
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Table 13 - Risks Associated with Measuring the Accrued Liability
and Actuarially Determined Contribution

The determination of the accrued liability requires the use of assumptions regarding future economic and
demographic experience. Risk measures, as illustrated in this report, are intended to aid in the
understanding of the effects of future experience differing from the assumptions used in the course of the
actuarial valuation. Risk measures may also help with illustrating the potential volatility in the accrued
liability that results from the differences between actual experience and the actuarial assumptions.

Future actuarial measurements may differ significantly from the current measurements presented in this
report due to such factors as the following: plan experience differing from that anticipated by the
economic or demographic assumptions; changes in economic or demographic assumptions due to
changing conditions; increases or decreases expected as part of the natural operation of the methodology
used for these measurements (such as the end of an amortization period, or additional cost or
contribution requirements based on the plan’s funded status); and changes in plan provisions or
applicable law. The scope of an actuarial valuation does not include an analysis of the potential range of
such future measurements.

Examples of risk that may reasonably be anticipated to significantly affect the plan’s future financial
condition include:

1. Investment risk — actual investment returns may differ from the expected returns;

2. Asset/Liability mismatch — changes in asset values may not match changes in liabilities, thereby
altering the gap between the accrued liability and assets and consequently altering the funded
status and contribution requirements;

3. Contribution risk — actual contributions may differ from expected future contributions. For
example, actual contributions may not be made in accordance with the plan’s funding policy or

material changes may occur in the anticipated number of covered employees or other relevant
contribution base;

4, Longevity risk — members may live longer or shorter than expected and receive pensions for a
period of time other than assumed;

5. Other demographic risks — members may terminate, retire or become disabled at times or with
benefits other than assumed resulting in actua! future accrued liability and contributions differing
from expected.

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.

Actuarial Valuation as of January 1, 2019
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Table 14 - Summary for Actuarial Assumptions, Methods, and
Changes {Continued)
b) Disabled Retirees 2006 central rates from the RP-2014 Disabled Mortality
Tables for males and females projected to 2018 using the

MP-2017 projection scales, and then projected prospectively
using the ultimate rates of the scale for all years.

Annual Rate Per 1,000 (for 2019}

Ape Males Females
50 30.000 20.000
55 30.000 20.000
60 30.000 20.000
65 33.660 22.012
70 41.739 28.780
75 56.059 42.277
80 80.143 64.656
4. Administrative Expenses An explicit administrative expense equal to the average of

the actual expenses for the two prior years.
5. Marital Status

a) Percent married 90% male and female
b} Age difference Males are assumed to be two years older than females
6. Changes in Actuarial Assumptions The global assumption set for plans administered by FPPA

was changed in the 2018 Experience Study and effective as of
January 1, 2019. This is the first valuation for this plan with
the new assumptions. Significant changes affecting this
valuation include:

- Reduce investment return from 7.5% to 7.0%

- Update base mortality tables and projection scales.

- Increase withdrawal rates by 10%.

Actuarial Valuation as of January 1, 2019
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