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MERS and 
Tuscola County

April 20, 2022

Presented by Marne Daggett, Regional Manager
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Agenda 
• MERS and Tuscola County 
• Role of MERS as Your Fiduciary 

– Legal Compliance 
– Investment Oversight 
– Reasonable Expenses 

• Defined Benefit Plan Funding
• Key Areas of Your Annual Actuarial Valuation (AAV)
• Actuarial Assumption and Methods
• Continuing Our Partnership

MERS of Michigan | 2
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MERS and Tuscola County 
Since 1967, MERS and the County have partnered together to 
provide retirement benefits to County employees 

County employees receive the reliable retirement 
benefits with the over 117,000 Michigan public 
employees that are part of MERS

The County benefits from the economies of 
scale of MERS by pooling together $14 billion 
in total assets

87% of Michigan counties participate 
with MERS 

MERS offers a broad range of flexible and customizable plans to fit 
the County’s budgets, needs and goals

MERS of Michigan | 3
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“
MISSION 
Partner with those who serve Michigan 
communities to provide retirement benefits and 
related services to support a secure retirement.

4
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MERS as Your Fiduciary
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An Independent Elected Board
• MERS is governed by an 

elected board that operates 
without compensation

• Our board is committed to 
accountability and transparency, 
holding the line on costs, and 
watching out for the best interest 
of our members

• MERS provides the County with peace of mind 
because the MERS Retirement Board takes on the 
sole fiduciary responsibility of the retirement plan

MERS of Michigan | 6
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MERS is the Fiduciary

LEGAL 
COMPLIANCE

INVESTMENT 
OVERSIGHT

REASONABLE 
EXPENSES
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MERS provides full service administration of our retirement plans

Plan Administration 

Plan 
Governance 

On-Staff 
Auditor Legal Counsel Legislative 

Advocacy 

Financial 
Reporting 

Administration 
of Benefits

Actuarial 
Services 

GASB 68 
Assistance 

Portfolio 
Management 

Participant 
Education and 

Resources
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Tax Changes

3,081

HCSP Claims

47,001
Address Changes

13,633

Retirement 
Applications

1,945
Investment Changes

4,960
Benefit 
Estimates

9,277

Direct Deposit 
Changes

2,182
Beneficiary 
Changes

7,828

Plan Administration 

As of 12/31/2019
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MERS Investment Governance 

Retirement Board

Portfolio Review 
Committee

Office of 
Investments

Investment 
Committee

MERS of Michigan | 10

Page 11 of 63



Investment Policy Statement

Defined Benefit Plan Participant Directed Accounts (PDA) 
& Institutional Funds

MERS of Michigan | 11
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Defined Benefit Portfolio Performance
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MERS Portfolio (Gross) Policy Benchmark

1 Year 3 Year 5 Year 7 Year 10 Year

MERS Portfolio (Gross) 14.32% 13.97% 10.13% 8.63% 9.32%
Policy Benchmark 11.61% 15.81% 11.40%% 8.60% 8.84%

Excess Return 2.52% -2.00% -1.44% -0.17% 0.27%

As of 12/31/2021

As of 12/31/2021, 
MERS returned 

14.32% 
and we outperformed 

the benchmark by 
2.52%

Actuarial 
Rate: 7.35%

MERS of Michigan | 12
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The county’s investments earned more than $27.7 million

Tuscola County’s Performance – 10 Years 

MERS of Michigan | 13

$2,990,745
$3,161,333

$1,536,538

-$300,289

$3,322,827

$4,246,104

-$1,288,560

$4,365,004
$4,405,207

$5,327,422

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Gross Investment Return
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Ensuring Reasonable Expenses 
• As the fiduciary, MERS must ensure that fees charged 

are “reasonable”
• MERS actively manages expenses across all of our 

programs through robust monitoring processes  

MERS of Michigan | 14
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As of December 31, 2020, the cost of the Defined Benefit Plan was 0.26%

Defined Benefit Plan Cost History

0.21% 0.19% 0.20% 0.21% 0.18%

0.18%
0.13% 0.14% 0.11%

0.08%

12/31/2016 12/31/2017 12/31/2018 12/31/2019 12/31/2020

Administration Investments
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Pooling assets keeps investment and administrative expenses low

Tuscola County’s Fee History 

$111,268 $115,351 $113,286
$95,697 $90,589

2017 2018 2019 2020 2021

Total Expenses
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Defined Benefit Funding 
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How Defined Benefit Works 

The benefit formula is comprised of three components: 
• Final Average Compensation – average of highest 

consecutive wages
• Service Credit – earned for each month of work that 

meets the employer’s requirements
• Benefit Multiplier – a specific percentage adopted by 

the employer ranging from 1.0% to 2.5%

Final Average 
Compensation Service Credit Benefit Multiplier Annual Benefit

MERS of Michigan | 18
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Lifetime Benefit Stability

• The calculated benefit will 
not change with 
investment market 
fluctuations

• Retirement benefits of 
municipal employees are 
constitutionally protected

MERS of Michigan | 19
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How Defined Benefit Plans are Funded
• Benefit plans are pre-funded 

through contributions typically 
made by both the employee
and the employer

• Contributions are strategically 
invested long-term 

• More than half of the 
retirement benefits paid are 
funded by MERS’ investment 
earnings

MERS of Michigan | 20
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Actuarial Assumptions and Methods established by the Retirement Board

How is the Required Contribution Calculated?

BENEFITS 
IN EFFECT 
FOR EACH 
DIVISION

MARKET 
VALUE OF 
ASSETS

MEMBER 
DATA

AMORTIZATION 
POLICY

ACTUARIAL 
ASSUMPTIONS 
AND METHODS

ACTUARIALLY 
REQUIRED 

CONTRIBUTION 
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Total Required Contribution
The contribution is made up of two parts:
1. Normal Cost – Present value of benefits allocated to 

the current plan year less any employee contribution
2. Amortization Payment of Unfunded Accrued 

Liability (UAL) – Payment to reduce any shortfall 
between liability for past service and assets

Employer 
Normal Cost

Amortization 
Payment of the UAL

Employer 
Contribution

MERS of Michigan | 22
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What is Unfunded Accrued Liability?

• Unfunded accrued 
liability (UAL) is the 
difference between a 
plan’s estimated pension 
benefits and assets that 
have been set aside to 
pay for them

• The dollar value of the 
benefits is actuarially 
determined each year for 
pension

MERS of Michigan | 23
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Key Areas of Your Annual 
Actuarial Valuation (AAV)
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Annual Actuarial Valuation
• Prepared by MERS’ actuary:

– Measures funding progress

– Establishes contribution requirements 
for the following fiscal year

– Provides actuarial information 
in connection with applicable 
Governmental Accounting Standards 
Board (GASB) statements

• The report is delivered mid-year 
each year

MERS of Michigan | 25
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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

MERS of Michigan | 26

VL8
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Alternate Scenario Projections

MERS of Michigan | 27

Current 
Assumption

Alternate 
Scenario #2

Alternate 
Scenario #1
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Projection Scenario Graphs
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Table 1

Required Employer Contributions

MERS of Michigan | 29
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Table 5

Flow of Valuation Assets

MERS of Michigan | 30
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Table 6

Actuarial Accrued Liabilities & Valuation Assets
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Table 7

Actuarial Accrued Liabilities – Comparative Schedule

MERS of Michigan | 32
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Benefit Provision History

MERS of Michigan | 33
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GASB Statement No. 68 Information

MERS of Michigan | 34
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State Reporting Information

MERS of Michigan | 35
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Actuarial Assumptions 
and Methods
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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  

MERS of Michigan | 37
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Recent Assumption Changes

MERS of Michigan | 38

• Investment return lowered from 8.00% to 7.75%
• Mortality improvement

2015 AAV

• Investment return lowered to 7.35%
• Wage inflation lowered to 3.00%

2019 AAV

• Generational mortality tables
• Mortality improvement
• Retirement and withdrawal experience

2020 AAV
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Reviewing Economic Assumptions
• Part of our fiduciary duty is to check the assumptions 

we use at least every five years
• For demographic assumptions, having that five-year 

time frame is important to obtain a good data set to 
identify trends

• In today’s ever-changing world, there is a need and 
growing trend to review economic assumptions more 
frequently and to make incremental changes

• This approach should contribute to an iterative process 
for establishing assumptions that are within a range of 
reasonableness, while working to mitigate large 
influxes in required contributions to the plan

MERS of Michigan | 39
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Market Value vs. Actuarial Value 
• 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

MERS of Michigan | 40

• 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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Spreads investment gains and losses over five years

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

Effect of Smoothing 

MERS of Michigan | 43
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What if we had hit the 8.00% investment return assumption in 2008?

The Impact of 2008 Still Lingers

MERS of Michigan | 44

*Returns shown are as calculated by the actuary and will differ from MERS website

Hypothetical MVA
$16 Billion

Actual MVA
$11 Billion
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The distribution of funded ratios would be significantly higher today

Impact of Hypothetical Assets

MERS of Michigan | 45

Hypothetical median 
107%

Actual median 
71%
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NEW! Dedicated Gains Policy

MERS of Michigan | 46

• Based on your feedback, MERS worked together with 
GRS and the MERS Retirement Board to develop 
a Dedicated Gains Policy that will allow us to 
systematically reduce the assumed investment rate of 
return in a way that mitigates the financial impact on 
our members

• Beginning with the 12/31/21 valuation, we will 
automatically reduce the investment return assumption 
when the actual investment return exceeds a 
predetermined amount

• While a portion of the excess returns will continue to be 
smoothed over a five-year period, some excess 
returns will be immediately recognized to offset 
increases in contributionsPage 47 of 63



Dedicated Gains Policy, Continued  

MERS of Michigan | 47

• Reducing the investment return assumption this way 
uses the investment gains to absorb the impact, rather 
than passing the impact directly on to funded 
levels and increasing required contributions

• A three-year average range of reasonable assumptions 
will be used to determine the amount of gains that will 
be used
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Dedicated Gains Policy Impact on Smoothing

MERS of Michigan | 48
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Dedicated Gains Policy Impact on Smoothing

MERS of Michigan | 49

-15%

-10%

-5%

0%

5%

10%

15%

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7

Ra
te 

of 
Re

tur
n

Gains dedicated to 
buying down the 

assumption

There are fewer gains 
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cover future losses
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Continuing Our 
Partnership
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• Review strategies 
to increase assets 
such as cost 
sharing, voluntary 
contributions or 
bonding

Short-Term Options

Funding StrategiesPlan Design Review

Communication

MERS Resources 

• Review valuation projections & 
alternative scenarios

• Explore videos and FAQs
• Meet with MERS representative

• Consider if impact 
relief options or an 
amortization 
extension is 
needed

• Communicate with 
key stakeholders

• MERS is here to 
partner with you 

• Review plan designs 
• Consider your budget 

goal for both your 
current and proposed 
retirement plans

Retirement 
Management 

Actions

MERS of Michigan | 51
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New Self Service Tool – Coming Soon!
• 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 

• You will be able to run projections, compare data with peer 
groups, review historical data and analyze your liabilities

• Our goal is to bring your data to life to assist with 
understanding, analyzing and communicating with 
stakeholders about your plan

MERS of Michigan | 52
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Participant Resources
One Click Away
• To keep up with trending information related to 

retirement follow us on social media
• Our website provides helpful calculators 

and sound advice via our CentsAbility blog

Live and Recorded Webinars
• Quick Bite Webinars educate participants on 

financial wellness and investment topics
• Zooming into Retirement helps active participants

plan for retirement
• Retiree Connections helps retirees understand 

important topics like Social Security and Medicare

Customized Benefit Education 
• Provide on-site and/or virtual group presentations during work hours 

or whenever is convenient for your employees 
• Attend benefit fairs 
• One-on-one meetings   

MERS of Michigan | 53
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Employer Resources  
Employer Meetings
• Roundtable events hosted by your Regional Team members
• Meetings focused on topics such as retirement plan adequacy, managing 

UAL and OPEB strategies

CEO Meetings
• Virtual/in-person meetings held with your peer municipalities across the state 
• Informal conversation with MERS CEO on what’s happening at MERS and 

how it affects you

Annual Conference
• Held each fall and planned for late September 2022
• Educational sessions on retirement plans, retiree health care, managing 

pension and OPEB UAL, financial wellness, legislative updates and more 

Communications from MERS
• CEO updates and Municipal Matters emails from your Regional Manager 
• Communications Corner available on our website listing all recent mailings 

or emails sent by MERS

MERS of Michigan | 54

Page 55 of 63



Inside MERS Investments – New Podcast

MERS of Michigan | 55

Quarterly updates from 
MERS CIO Jeb Burns 

Investment Podast
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Keeping Our Members Informed

MERS of Michigan | 56

A convenient reference to 
recent mailings or emails 
that were sent from MERS

Communications Corner

A list of administrative and 
policy changes by date. 

Administrative and Policy 
Change Log
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Online Employer Resources by Role

MERS of Michigan | 57

MERS has organized 
helpful resources by 
employer role, making it 
easy to find just what you 
need

Learn by Your Role
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More Ways to Connect with MERS

MERS of Michigan | 58

Available 
Monday – Friday
9 a.m. – 1 p.m.

Live Chat
NEW!
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Andrew Smith, NCFEI
Benefit Education Specialist
Andrew will be your source for ongoing education about your 
MERS plans and the investment options available to you.

Colleen Kuehnel
Benefit Plan Advisor 
Colleen works with employers transitioning to a 
new plan and assists with employee enrollment. 

Regional Team

MERS of Michigan | 59

Stacey Tinsley
Benefit Plan Coordinator
Stacey is ready to help employers with 
questions about the administration of the plan. 

Matt Taylor
Regional Manager
Matt is the primary point of contact for employers and provides 
consultation on plan and benefit changes, needs analysis, etc.
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Key Benefits of Partnering with MERS 
 Fiduciary Responsibility and Plan Compliance 

 Investment Oversight and Governance

 Economies of Scale through Pooling Assets

 Full Plan Administration

 Customer Service Excellence 
– Established relationship with MERS Regional Team 
– Participant education
– Employer resources

MERS of Michigan | 60
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Connect with MERS

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.

800.767.MERS (6377)

Live Chat

NEW

1-on-1 Appointment 
Scheduler

www.mersofmich.com

Social Media

MERS of Michigan
1134 Municipal Way
Lansing, MI 48917

MERS of Michigan | 62
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