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Notes to Financial Statement

service. This same employee is eligible for early retirement when he/she attains the
age of 50 with 20 years of continuous service, or has completed 25 years of service.

Employees hired on or after May 1, 1994 who attained age 55 and whose attained
age plus years of continuous service is equal to or greater than 80 are eligible for
early unreduced retirement benefits under this plan. The monthly benefits are 1/50
of the average monthly earnings multiplied by years and months of credited service
upon retirement (highest 36 consecutive months in his/her final 10 years of
continuous service). The monthly benefit shall not be less than $200 per month.
Benefits are paid for the lifetime of the participant. Upon the death of the participant,
50% of the benefit continues to the eligible survivor.

An employee may also take an early reduced retirement on any date following the
attainment of age 55 and the completion of 10 years of continuous service.
However, the early retirement benefit is calculated in the same manner as the
normal retirement benefit, reduced by one-half of one percent for each month the
benefit commences prior to the age 65.

Survivor's benefits are payable to eligible survivors of a participant who dies after
completing 10 years of continuous service. The amount of the death benefit is equal
to 50% of the retirement benefit the participant would have received had he retired
the day before he died. A participant is vested in the pension plan after completing
10 years of continuous service, with survivor benefits commencing when the
employee would have attained the age of 65.

The benefit is calculated using the normal retirement benefit formula and service at
date of termination. If an employee terminated before becoming vested in the plan,
they are eligible to withdraw this total contribution with interest compounded
annually. Interest is based on prime.

The plan is managed by the City of Dover Employees’ Pension Board established in
the Code, which may make recommendations for changes and amendments to the
plan to the City Council. The City Council must authorize changes to the City Code.
The rate of the City contribution is determined by the actuarial study. The Pension
Board of Trustees does not issue a separate comprehensive annual financial report,
and the City of Dover General Employee Pension Plan is included in the City’s
Comprehensive Annual Financial Report as a Pension Trust.

The legally defined liability for the City of Dover General Employee Pension Plan is
the full amount required to pay the current year's total benefits. The City has met
this liability for the current fiscal year. An actuarial study as of July 1, 2006 has been
completed in accordance with GASB Statements No. 25 and 27. The City's actuary
is Pike Associates of Potomac, Maryland.

The annual required contribution (ARC) conforms to the aggregate entry age cost
method as defined in Statement 25. The net pension obligation (NPO), which is
defined as a liability equal to the accumulated value of deficiencies of required
contributions at June 30, 2007 is $329,944, as follows:
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Annual required contribution
Interest on net pension obligation

Adjustment to annual required contribution
Annual pension cost
Contributions made
Increase (decrease) in net pension obligation

Net pension obligation (asset) at beginning of year

Net pension obligation (asset) at end of year

$ 2,231,594
65,631
(65,823)
2,231,402
2,776,535
(545,133)
875,077

$ 329,944

There have been no significant changes affecting benefits provided by the Plan
during the valuation periods shown in the preceding table.

The following summarizes activity for this plan for the past three years:

Annual Percentage = NPO End

Pension Cost  Contributed of Year

2005 $1,729,127 91% $589,650
2006 $2,024,109 86% $875,077
2007 $2,231,402 124% $329,944

On May 1, 1994, a deferred compensation option was offered to employees in lieu of
participation in the General Employee Pension Plan, and 41 employees elected to
switch to the deferred compensation plan. (See Note 17 - Deferred Compensation
Plan)

The funding requirement for fiscal year 2006-2007 for this plan is as follows:

1.

Employee Contribution

Employer’s Contribution
July 2006— June 2007

Employer’s Contribution
Additional Lump Sum

Annual Pension Cost

Net Pension Obligation

3.5% of
payroll

27.4%

$683,242

$2,231,402

$329,944

As required by the City
Code and the plan
provisions ($267,718)

Actuarially determined
percent of payroll for
current normal cost
($2,093,293)

Lump Sum Contribution to
reduce unfunded liability

Actuarially computed using
entry age cost method

As of June 30, 2007
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Actuarial Methods and significant assumptions:

Valuation date July 1, 2006

Actuarial cost method Aggregate entry age cost method
Amortization method Level percentage of projected payroll
Remaining amortization period 18 years

Amortization Period Closed

Asset valuation method Current market value

Actuarial Assumptions:

Investment rate of return 7.5%
Projected salary increases 4.5%
Includes inflation at 3.5%
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