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CHARTER TOWNSHIP OF NORTHVILLE 

Subject: Pension Funding Policy Policy: 4.1.003 Pages: 2 

Standards: General Effective Date: 07/11/2023 Revised Date:  

 

I. PURPOSE: 

To establish a framework that ensures the equitable and sustainable funding of pension 

benefits. 

 

II. POLICY STATEMENT: 

To provide reasonable assurance that pension obligations are adequately funded, 

reducing the risk of financial strain on the Township and promoting long-term financial 

stability while fulfilling the Township’s commitment to retired public servants and 

maintaining a balanced fiscal position. 

 

III. SCOPE: 

Northville Township Finance & Budget Department 

 

IV. PROCEDURES: 

1. Actuarial Valuation and Funding: 

a. Regular Actuarial Valuations:  The Township will conduct actuarial valuations of 

its pension plans annually, as required by GASB 68, to assess the funding status 

accurately and to establish a reasonable actuarially determined contribution 

(ADC) in a manner that fully funds the long-term costs of promised benefits. 

b. Target Funding Ration:  A target funding ratio will be established, aiming for a 

funded ratio of not less than 80% of pension obligations.  This ratio represents a 

sustainable level of funding to mitigate long-term financial risks. 

c. Funding Plan:  If the funding ratio falls below the target level, a funding plan will 

be developed by the Finance & Budget Director and Human Resources Director 

to address the shortfall and ensure a path to reach the target ratio within a 

reasonable timeframe.  The plan may include adjusting contribution rates, 

increasing Township contributions, or implementing benefit changes. 

2. Contributions: 

a. Regular Contributions:  Both the Township and employees will contribute to the 

pension fund based on actuarial recommendations and existing collective 

bargaining agreements, where applicable.  Contributions should be set at a 

level sufficient to meet actuarially determined funding requirements. 

b. Surplus Contributions:  The Township may elect to remit contributions to its reserve 

account in excess of the ADC without such amounts being immediately 

attributable to the reserve of its employee divisions.    

i. Surplus contributions are not refundable to the Township, nor used for any 

purpose other than the funding of its pension obligations for benefits 

accrued by Township employees. 

ii. Surplus contributions are not included in the ADC for any employee 

division. 
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iii. Surplus contributions are included in the determination of the Township’s 

overall funded status. 

c. Amortization of Unfunded Actuarial Accrued Liability: 

MERS initiated an amortization of Unfunded Actuarial Accrued Liability as of 

December 31, 2015.  Section 20m of Act No. 314 of the Public Acts of 1965 as 

amended (MCL 38.1140m) requires that the amortization period not exceed 30 

years.  The standard amortization period to fund the unfunded liability will be 23 

years for positive unfunded liabilities in the 2015 valuation.  This period will be 

reduced by one year in each successive annual valuation until the unfunded 

liability is paid off.  Northville Township’s amortization period is a closed period, 

to end December 31, 2038. 

3. Risk Management 

a. Investment Policy:  The Township utilizes the Municipal Employees’ Retirement 

System of Michigan (MERS), an independent, professional retirement services 

company created to administer the retirement plans for Michigan municipalities 

on a not-for-profit basis.  The fiduciary duty of the MERS Board, Investment 

Committee, CEO, and the Office requires that MERS’ assets be managed 

prudently and exclusively in the best interest of the MERS’ participants and 

beneficiaries.  To accomplish this, the governance structure is designed to 

provide adequate flexibility and autonomy to ensure that investment objectives 

are met, while maintaining a prudent level of oversight.  Regulatory compliance 

and robust governance structures operate in tandem with the investment 

process to protect the integrity of MERS and its assets. 

 

V. RELATED INFORMATION: 

1. MERS Defined Benefit Investment Policy Statement, available at www.mersofmich.com 

2. Summary of Actuarial Assumptions and Actuarial Funded Method as of December 31, 

2015, performed by CBIZ Retirement Plan Services. 
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