
 

 

LENAWEE COUNTY 
COUNTY ROAD COMMISSION 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 2014 

 

 

NOTE   8.    RETIREMENT PLANS 
 

The Road Commission contributes to two retirement plans. Both are single employer 
plans; one is a defined benefit plan and the other is a defined contribution plan. Both 
are handled by the same insurance company. 
 
Defined Benefit Plan 
 
A.    Plan Description 

 
1.  The Pension Plan for Employees of the Board of County Road 

Commissioners of the County of Lenawee is a single employer plan 
administered by the Board of County Road Commissioners - Lenawee 
County. 

 
2.  The plan was established by the Board of County Road Commissioners - 

Lenawee County and can be amended at its discretion, subject to the 
terms of the collective bargaining agreement. The plan provides 
retirement and death benefits to plan members and beneficiaries. 

 
3.  A financial report on this plan, including financial statements and required 

supplementary information, is available through the Lenawee County 
Road Commission. 

 
B.  Funding Policy 

 
1.  The Board of County Road Commissioners - Lenawee County, under its 

charter and through various collective bargaining agreements, has the 
authority to establish and amend the obligations of the Board of County 
Road Commissioners - Lenawee County and amend contributions made 
by plan members. 
 

2.  Active plan members are currently obligated to make contributions to the 
plan at the following rates: 

 
   $6.00 a month from date of participation to annuity commencement 

date. 
 

3.  The Board of County Road Commissioners - Lenawee County 
contributes an amount on the basis of mutual agreement with the union. 
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NOTE   8.    RETIREMENT PLANS   (Continued) 
 

Annual Pension Cost – For the year ended December 31, 2014, the Road 
Commission’s annual pension cost of $649,578 for the plan was greater to the 
Road Commission’s required and actual contribution. The annual required 
contribution was determined as part of an actuarial valuation at December 31, 
2010 using the entry age normal cost method. Significant actuarial assumptions 
used include (a) 7 percent investment rate of return, (b) projected salary 
increases of 3 percent per year, and (c) no postretirement benefit increases. The 
actuarial value of assets was determined using techniques that smooth the 
effects of short-term volatility over a four-year period. The unfunded actuarial 
liability is being amortized as a level percentage of payroll on a closed basis. The 
amortization period is 10 years. 
 
Additional pension plan information is as follows: 
 

2012 2013 2014

Annual pension cost (APC)  $     665,710 684,203$    649,578$  

Percentage of APC contributed 100% 100% 100%

Net pension obligation           -0-                                     -0-                                     -0-                           

Fiscal Year Ended December 31,

 
 

Present Value of Accumulated Plan Benefits (1-1-14): 
 

Present value of vested benefits:

    Active participants  $  2,687,518 

    Terminated vested participants         404,167 

    Terminated not vested                405 

    Participants receiving payments      6,930,261 

Total    10,022,351 

Present value of nonvested benefits           18,596 

Present value of accumulated benefits    10,040,947 

Assets available for benefits      9,221,578 

Unfunded present value of accumulated benefits  $     819,369 

 
The funded ratio (the actuarial value of assets as a percentage of the actuarial 
accrued liability) was 91.8% at December 31, 2013. 
 
The covered payroll (annual payroll of active employees covered by the plan) was 
$2,477,154 and the ratio of the unfunded actuarial accrued liability to the covered 
payroll was 33.1%. The schedule of funding process, presented as RSI following 
the notes to the financial statements, presents multiyear trend information about 
whether the actuarial value of plan assets is increasing or decreasing over time 
relative to the actuarial accrued liability for benefits. 
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NOTE   8.    RETIREMENT PLANS   (Continued) 
 

Defined Contribution Plan 
 
The Defined Contribution Pension Plan of the Board of County Road Commissions of 
the County of Lenawee is administrated by the Board of County Road 
Commissioners. The plan can be amended by the Commission subject to the terms of 
the collective bargaining agreement. 

 
All full-time employees are eligible to participate in the plan after completing one-half 
year of service. The employer is required to contribute an amount equal to 1% of 
employee’s compensation each month. Employee can also make nondeductible 
voluntary contributions not to exceed 25% of compensation. The Road Commission’s 
contributions are vested as follows: 

 

Percentage of

Years of Service Vesting

0 - 2 years  - 0 -

3-7 years 20% vesting each year

Defined Contribution Plan:

 
 

Total contributions to the plans in 2014 were $152,748. The contributions from the 
Road Commission was $23,669 and from its employees $129,079. Covered payroll 
for 2014 was $2,477,154.  

 

NOTE 9.    POSTEMPLOYMENT HEALTHCARE PLAN 
 
 Plan Description:  The Lenawee County Road Commission Retiree Health Care 

Plan is to provide medical benefits for eligible retirees, their spouses and 
dependents. The Plan is a single-employer plan administered by the Commission 
and can be amended at its discretion. The Commission has the authority to 
establish funding policy for the Plan and to amend the obligations of both the 
Commission and members. Active members are not obligated to make 
contributions to the Plan at this time. 

 
 Funding Policy:  Contributions to the plan are determined by an insurance firm. In 

2014 the Road Commission chose to fund accumulated past service liability over 
a 30 year amortization period with a discount rate of 7.5%. This funding resulted 
in the required contribution for 2014 to be $523,802, which was paid in 2014. 

 
 All contributions to the plan are held in a retiree health insurance Section 115 

trust, an irrevocable trust. 
 
 Annual OPEB Cost:  The Road Commission’s annual postemployment benefit 

(OPEB) cost for this plan is calculated based on an amount determined in 
accordance with the parameters of GASB Statement 45. The annual required 
contribution (ARC) represents a level of funding that, if paid on an ongoing basis, 
is projected to cover normal cost each year and amortize unfunded actuarial 
liabilities over the period of 30 years. 
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NOTE 9.    POSTEMPLOYMENT HEALTHCARE PLAN    (Continued) 
 
      Annual cost of Other Post-Employment Benefits (OPEB) (12-31-14) 
 

Annual required contribution 523,802$     

Interest on Net OPEB obligation (24,047)        

Adjustments to ARC 19,382         

Annual OPEB cost 519,137       

Contributions made (directly to trust and 

   directly to retirees (1,309,454)   

Decrease in Net OPEB obligation (790,317)      

Net OPEB obligation January 1, 2014 320,631       

Net OPEB obligation December 31, 2014 (469,686)       
 

Value of assets $9,343,577 as a percentage of the actuarial accrued liability 
$12,060,837 is 77.5%. The annual covered payroll is $2,477,154; the ratio of 
unfunded accrued liability $2,717,260 to a annual covered payroll is 109.7%. 

 

Funded Status and Funding Progress:  As of December 31, 2014, the Road 
Commission contributed $852,148 to the plan. Of this amount, $478,009 was 
allocated to the past service liability.   

 
 The valuations of this ongoing plan involve estimates of the value of reported 

amounts and assumptions about the probability of occurrence of events far into 
the future. 

 
 Amounts determined regarding the funded status of the plan and the annual 

required contributions of the Road Commission are subject to continual revision 
as actual results are compared with past expectations and new estimates are 
made about the future. 

 
 Actuarial Method and Assumptions:  Actuarial method used is entry age cost 

method level percentage of payroll. 
 
 Key assumptions are a discount rate 7.5% and a 30 year amortization of past 

liabilities were used. 
 
  Additional OPEB information follows: 
 

2014 2013 2012

Annual OPEB cost 523,802       852,148  852,148  

Percentage of OPEB contributed 100% 100% 100%

Net OPEB obligation -0- -0- -0-  
 

 Disclosure of the schedule of funding progress following the notes represents 
multiyear trend information about whether the value of plan assets is increasing 
or decreasing over time relative to accrued liability for benefits. 
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