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Ryan Labs Asset Management:  

Alignment of Interests 
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Ryan Labs Asset Management is primarily an fixed income money manager 

focused on Corporate ERISA pensions and Public Pension plans.   

 

We believe that the defined benefit structure provides a high probability of success 

in providing annuity cash flows to plan participants. 

 

Our interests are aligned with the plan participants, taxpayers and bondholders. 



State & Local Governments:  

Importance of Public Pension Funds 
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State and local government spending makes up 1/8th of the U.S. economy 

 

Municipal entities employ one out of seven 

 

Municipal workers generally participate defined benefit (DB) pension 

 

Many of these workers have no savings, and roughly 30% (mostly public safety 

workers) are not enrolled in Social Security;  

 

Pubic DB plan structures represent many public employees’ sole source of 

postretirement income. 

Source: Robert Novy-Marx, 2013, Logical Implications of the GASB’s Methodology for Valuing Pension Liabilities 



Rules: 

 Governmental Accounting Standards Board (GASB):  

Pension 
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Public Pension valued at  ~$1 Trillion according to GASB  

 

Valuations are used in planning and budgeting 

 

Decisions are based on how things get measured 

 

GASB 25/26 transitioned to GASB 67/68 

 

What gets measured gets managed 

 

 



Client Objective:  

Public Pension Funds 
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Why do we accumulate Assets in Pension Trusts? 

1. Ensure we meet our obligations when they come due 

2. Equitable to the current and future taxpayer 

3. Meet or outgrow liabilities 
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Defined Benefit Pensions: 

The Three Pension Levers: 
 

 Three Levers in Pension Plans 

1. Asset Allocation 

2. Contribution Strategy 

3. Benefit Management 



Public Pension Funds: 

Solution Framework 
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Objectives Fund liabilities at lowest relative cost 

Fund liabilities at lowest relative risk 

Enhance Financial Statements 

Enhance Credit Rating 

 
Rules GASB 67 | GASB 68 (new) | GASB 25 | GASB 45 (old) 

 
Teams Assets v. Liabilities 

 
Playing field Present Value 

 
Time Annual Financial Statements 

 
Scoreboard Custom Liability Index 



Rules: 

GASB 67 | 68:  

Pension 
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Statements 67 & 68 reporting for pensions 

 

GASB 67: financial reporting for pension plans replaces GASB 25  

 

GASB 68: financial reporting for employers replaces GASB 27  

 Apply to retirement income  

 Also apply to other benefits (ie death and disability benefits) 

  

GASB 45  still apply to post-employment healthcare benefits 

 



Rules: 

GASB 25 | 27:  

Pension 
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Interest rate = Expected Return on Assets 

 

Discounts projected benefit payments at the expected return on plan assets 

 



Rules: 

GASB 67 | 68:  

Pension 
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Interest rates = Blended Rate 

 

Pension plan will project the number of future years in which assets on hand.  

The payments made in those years are discounted by the expected return on 

assets (EROA).  

 

Meanwhile, benefit payments that occur in years after assets have run out will be 

discounted by the high-grade municipal bond yield.  



Pension Valuation: 

GASB 25 | 27 
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Pension Valuation: 

GASB 67 | 68  
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Pension Valuation: 

Moody’s Corporate Yield Curve 
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 New Rules | GASB 67 | 68:  

What to expect 
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Reporting vs. Funding 

 

GASB 67 | 68 will only govern the accounting and reporting of pension funding 

 Higher reported Liability valuation and volatility 

 Pressure to contribute based on the accounting 

 

Actuary will still use the expected rate of return for the purpose of contributions 



 New Rule | GASB 67 | 68:  

Still not hedgeable in the capital markets 
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Risk Management 

 

GASB 67 | 68 is not hedgeable to the capital markets 

 

Actuarial Rate is not hedgeable in the capital markets 

 

Impossible to derisk and protect surplus over time with GASB or actuarial valuations 

 

 



Asset/Liability Mismatch:  

Fixed Income Asset Management 

 

Pension 
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Custom Liability Index: 

Liability Returns:  

Pension 
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Assets vs. Liabilities: 

Time Period Returns & Dollar Weighted Returns  

Pension 
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Key Take Aways: 

Recommendations  

Pension 
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1. Request the projected benefit schedule from your actuary 

2. Create a custom liability index 

3. Connect your asset allocation with the liabilities 

4. Develop risk management strategies around your liabilities 

5. Report asset and liability returns in your reports 

Generate time period and dollar weighted returns 

6. Document solvency, sustainability based on coherent frameworks 



Disclosures 
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