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would match the discount rates being used to determine plan liabilities.   The discount rates  

mandated by the minimum funding rules are based upon high-quality corporate bond rates in 

effect as of the valuation date.  In my judgment and based upon my experience, I believe that it is 

reasonable to assume that a professionally managed pension trust would be able to earn a rate of 

return on plan assets at least equal to the rate of return generated by a portfolio of high quality 

corporate bonds, thus also making that assumption a conservative one. In the event the UTC 

approves a transition from PSP's pay-as-you-go pension plan to the Multiple Employer Defined 

Benefit Pension Plan described in detail by Mr. McNeil, an actuary will be required to prepare an 

annual report designed to determine the level of pension funding required to meet IRS minimum 

funding requirements each year.  Using a conservative investment return for the projections 

means that the cost savings projected are similarly conservative.   

 

Q:  In response to an inquiry from Mr. Noble, did Milliman prepare projections using 

the same actuarial assumptions utilized in the 50-year cost projections that are Exh. CRW-

05, but showing separate figures for (1) current pilots and retirees, and (2) future licensees 

to replace retiring pilots? 

A:  Yes. A copy of that projection is Exh. CRW-09. This exhibit shows the same total costs 

for each scenario, which are $495.7 million to fund continuation of the pay-as-you-go pension 

plan for 50 years, $372.9 million to transition all current working pilots and future licensees to a 

fully funded defined-benefit plan and $402.98 million to transition only the future plan accruals 

for current working pilots as of a transition date and all future licensees to a fully funded 

defined-benefit plan. 
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