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Wwilliam M. Mercer-Meidinger, Incorporated

HIGHLIGHTS

This report has been prepared by William M. Mercer-Meidinger,
Incorporated to:

(1) present the results of a valuation of the Alaska Teachers'
Retirement System as of June 30, 1985;

(2) review experience under the plan for the year ended June 30,
1985;

(3) determine the contribution rates for the State for each
school district in the system;

(4) provide reporting and disclosure information for financial
statements, governmental agencies, and other interested
parties.

The report is divided into two sections., Section 1 describes the basis
of the valuation. It summarizes the plan provisions, provides
information relating to the plan participants, and describes the
funding methods and actuarial assumptions wused in determining
liabilities and costs.

Section 2 contains the results of the valuation. It includes the
experience of the plan during the 1984-85 plan year, the current annual
costs, and reporting and disclosure information.

The principle results are as follows:

1984 1985
- Funding Status as of June 30:
(a) Valuation Assets* $ 674,382 $ 833,617
(b) Present Value of
Accrued Benefits* 804,018 1,042,551
(c) Accrued Benefit Funding
Ratio (a) / (b) 83.9% 80.0%
Contributions for Fiscal Year 1987 1988
(a) Normal Cost 13.91% 11.62%
(b) Past Service Rate 3.45% 5.06%
(c) Total Contribution Rate 17.36% 16.68%

* In thousands.

(976 |
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In preparing this valuation, we have employed generally accepted
actuarial methods and assumptions, in conjunction with employee data
provided to us by the plan sponsor and financial information provided
by the audited report from Peat, Marwick, Mitchell and Company, to
determine a sound value for the plan liabilities. We believe that this
value and the method suggested for funding it are in full compliance
with the Employee Retirement Income Security Act of 1974, the Internal
Revenue Code, and all applicable regulations.

Respectfully submitted,
Robert F. Richardson, ASA
Principal

RFR/js

March 17, 1986
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ANALYSIS OF THE VALUATION

Actuarial Method and Assumptions

This actuarial report is the first to utilize the projected unit credit
actuarial method. The actuarial assumptions remain unchanged since
those adopted in March 1982, The Alaska statutes require that an
experience analysis of the Systems' actuarial assumptions be performed
at least every six years. Although changes have occurred since the
last experience study, we still believe that the current actuarial
assumptions are appropriate to determine liabilities and costs under
the Teachers' Retirement System.

This change in funding method was made to conform to the accounting
procedures which were adopted by the Governmental Accounting Standards
Board (GASB) in December 1985. Under the prior actuarial funding
method, the funding ratio would have been 87.6% while the total
employer contribution rate would have been 17,14%.

Investment Performance

During the 1985 fiscal year, the investment return rate, based upon
market values, was 21.44% . . . clearly the highest return rate since
the inception of TRS. Based upon the three-year smoothing approach
used to determine valuation assets, the return rate during fiscal year
1985 was 14.44%.

Health Inflation

For the first time since retiree health coverage became a benefit in
TRS, there has been a decrease in the monthly premium. As reported in
last year's actuarial report, we had projected the FY86 premium to
decrease to $165 per month. The actual premium for the year decreased
to only $168.25, Consequently, there was a very small actuarial 1loss
from this assumption.

Salary Increases

The third most important factor affecting costs and liabilities under
TRS is the impact of inflation on salary increases. For the second
straight year, salary increases on an average were less than the
actuarial assumption. As of June 30, 1985, the average annual salary
was $41,238 . . . an increase of only 4.6% over the prior year.

Accordingly, there were actuarial gains from less-than-anticipated
salary increases which contributed, along with the excellent investment

performance, to the decrease in contribution rates.
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Membership Statistics

During the 8 1/2 year period from January 1, 1977 to June 30, 1985,
there has been a steady trend upward in the average age, with average
annual increases of .33 years. The age of the average teacher is now
40.04. This phenomenon continues to put upward pressure on costs and
liabilities . . . thus dampening the beneficial affects of actuarial
gains from investment and salary increases. Average credited service
has held steady at just over 9.5 years.

Retiree Statistics

There was a large increase in the number of new retirees during FY85,
with 289 new benefit recipients added to the pension rolls. Average age
at retirement increased slightly for the second year in a row. The
average monthly retirement check for new retirees now exceeds $2,000.

Conclusions

Primarily due to the excellent investment performance during FY85, the
total contribution rate decreased. Cost containment measures in the
retiree health program, as well as a general slowing of medical
inflation, both contributed to a smaller actuarial loss from health
inflation than we have witnessed in several years. The change in
actuarial funding methods led to a decrease in both the funding ratio
and the employer contribution rate.
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Section 1
BASIS OF THE VALUATION

In this section, the basis of the valuation is presented and described.
This information--the provisions of the plan and the census of
participants--is the foundation of the valuation, since these are the
present facts upon which benefit payments will depend.

A summary of plan provisions is provided in Section 1.1 and participant
census information is shown in Section 1.2,

The valuation is based upon the premise that the plan will continue in
existence, so that future events must also be considered. These future
events are assumed to occur 1in accordance with the actuarial
assumptions and concern such events as the earnings of the fund, the
number of participants who will retire, die, terminate their services,
their ages at such termination and their expected benefits.

The actuarial assumptions and the actuarial cost method, or funding
method, which have been adopted to guide the sponsor in funding the
plan in a reasonable and acceptable manner, are described in Section
1.3.
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Section 1.1
SUMMARY OF THE ALASKA TEACHERS' RETIREMENT SYSTEM

(1)

(2)

(3)

(4)

Plan

The Teachers' Retirement System of Alaska is a joint
contributory retirement system to provide benefits for teachers
of the State.

Effective Date

June 30, 1955, as amended through June 30, 1985,

Administration of Plan

The Commissioner of Administration appoints the administrator of
the System; the Alaska Teachers' Retirement Board makes
recommendations to the Commissioner of Administration; and the
Commissioner of Revenue invests the funds.

Membership

Membership in the Alaska Teachers' Retirement System is
compulsory for each certificated elementary or secondary
teacher, certificated school nurse, and other certificated
personnel who are employed on a full-time or part-time basis in
a position which requires a teaching certificate as a condition
of employment in the public schools of Alaska, the Commissioner
of Education, supervisors within the Department of Education,
and all full-time or part-time teachers of the University of
Alaska and administrative personnel occupying a full-time
position at the University of Alaska which requires academic
standing and is approved by the Administrator. Certain State
legislators may also elect to be eligible for membership.

Credited Service

A year of membership service is defined to be the same as a
school term which is currently a minimum of 172 days, and
fractional service credit is on a daily rate basis. Credit is
granted for all Alaskan public school service. Credit is
granted for accrued, unused sick leave as reflected by the
records of the 1last employer once a member has been on
retirement an equal amount of time, meets eligibility
requirements and has completed an application for the credit.

Contributions by Teachers

Effective July 1, 1970, each teacher shall contribute 7% of base
salary earned from July 1 to the following June 30.
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(7)

(8)

(9)

Voluntary Supplemental Contributions

If a teacher who first joined the system before July 1, 1982
wishes to make his or her spouse or minor children eligible for
a spouse's pension and/or survivor's pension allowance, the
teacher may elect to make supplemental contributions of an
additional 1% of base salary commencing not later than 90 days
after marriage, or the birth or adoption of a child, or upon
re-entry into the system provided there was at least a twelve
(12) month break in service.

Arrearage Contributions

Up to ten years of public or non-public teaching service, or
service by a certificated person in a position requiring
certification, in an accredited school not covered under the
Teachers' Retirement System, or service in an institution of
higher learning not under the control of the Board of Regents of
the University of Alaska, may be credited for retirement
purposes. For teachers first hired after July 1, 1978, the full
actuarial cost of providing benefits for the service will be
borne by the teacher. No fractional credit is granted for
outside service.

Service as a teacher, a certificated person employed in a
full-time position requiring a teaching certificate, or a
professional educator, in Alaska B.I.A. schools may be credited
for retirement purposes. Contributions are required for service
which is claimed. There is no limit on the amount of Alaska
B.I.A. service that may be claimed. Fractional credit is
granted for Alaska B.I.A. service and military service.

A maximum of five years of military service may be credited for
retirement purposes; however, the maximum outside and military
service credit may not exceed ten years, unless entry into the
military is immediately preceded by TRS service and following
discharge is continued by TRS service within one year.
Contributions are required for service which 1is claimed.
Fractional credit is granted for military service.

Retroactive Contributions

If a teacher was not subject to the provisions of the Retirement
Act and, at a later date became subject to them due to
legislative changes of the eligibility requirements, the teacher
may elect to receive credit for creditable service prior to
membership by submitting to the Retirement Fund an amount equal
to the contributions that would have been made if the teacher
had been a member of the System for any year's service after
June 30, 1955, plus interest thereon. Retroactive contributions
are not required for creditable membership service before July
1, 1955,
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(10)

(11)

(12)

(13)

(14)

Employers' and State's Contributions

The employer and the State each contribute an amount equal to
one-half of the amount required in addition to member
contributions to finance the benefits of the System.

Rate of Interest

The amount deposited in a member account will be credited with
interest at the rate established for a school year at the end of
such school year. Effective June 30, 1974, the interest rate
was increased to 4-1/2%.

Withdrawal of Mandatory Contributions

If a member terminates teaching services in Alaska, mandatory
contributions may be withdrawn. Upon request, a terminated
teacher will receive a refund of the balance of the member
contribution account.

Reinstatement of Contributions

If Mandatory Contributions are withdrawn and a member
subsequently resumes teaching in Alaska, the member will be
indebted to the Teachers' Retirement Fund in the amount of the
total refund. The reinstatement indebtedness bears compound
interest at the rate prescribed by regulation to the date of
repayment or the date of retirement, whichever occurs first.

Normal Retirement Eligibility

Meeting the requirement of either (a) or (b) below:
(a) Upon attaining age 55 and meeting one of the following
service requirements:
(1) Eight years of fully-paid membership service, or
(2) 15 years of fully-paid creditable service, the last
five of which have been membership service; (after
July 1, 1975 a new member needs eight years of
fully-paid membership service); or
(3) Five years of fully-paid membership service and three
years of fully-paid Alaska B.I.A. service;

or;

(b) At any age after meeting one of the following service

requirements:

(1) 25 years of fully-paid creditable service, the last
five of which are membership service; or

(2) 20 years of fully-paid membership service; or

(3) 20 years of fully-paid combined membership service and
Alaska B.I.,A. service, the last five of which are
membership service.
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(16)

(17)

(18)

(19)

(20)

A retired teacher who has been receiving a disability retirement
benefit shall be eligible for a service retirement benefit upon
or after satisfying normal retirement eligibility.

Early Retirement Eligibility

Upon attaining age 50 and meeting one of the following service

requirements:

(1) Eight years of fully-paid membership service, or

(2) 15 years of fully-paid creditable service, the last five of
which have been membership service; (after July 1, 1975 a
new member needs eight years of fully-paid membership
service); or

(3) Five years of fully-paid membership service and three years
of fully-paid Alaska B.I.A. service.

Computation of Average Base Salary

A teacher's average base salary is determined by averaging the
teacher's highest base salary which the teacher received for any
three years of membership service.

Normal Retirement Benefit

The normal retirement benefit is 2% of the teacher's Average
Base Salary multiplied by the total number of years of
creditable service.

Early Retirement Benefit

A teacher who meets the service requirements for normal
retirement, but not the age requirements, may elect to have
reduced payments commence as early as age 50. The reduced Early
Retirement Benefit is equal to the actuarial equivalent of the
normal retirement benefit.

Indebtedness Owing At Retirement

If on the date of making application for retirement, a teacher
has not paid the full amount of his indebtedness including
interest to the Retirement Fund, the retirement benefit will be
reduced for life by an amount equal to the actuarial equivalent
of the outstanding indebtedness at the time of retirement.

/

Re-employment of a Retired Teacher

If a retired teacher is reemployed in a position covered under
the System, the retirement benefit will be suspended during the
period of reemployment.

During such period of reemployment, retirement contributions are
mandatory.
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(21)

(22)

(23)

(24)

Disability Retirement Benefits

A disability retirement benefit may be paid if a teacher has
become permanently disabled before 55 and has at least five
years of membership service.

The benefit will be equal to 50% of the disabled teacher's base
salary immediately prior to becoming disabled. This benefit
will be increased by 10% of the teacher's base salary for each
minor child up to a maximum of 40%.

When the disabled teacher attains age 55, the disability benefit
will automatically terminate. A normal retirement benefit will
be computed as if the teacher had been in membership service
during the period of disability, and a service retirement will
be granted.

Cost-of-Living Allowance

An eligible retired teacher who remains in Alaska is entitled to
receive an additional cost-of-living allowance equal to 10% of
the base retirement benefit.

Post-Retirement Pension Adjustment

When the administrator determines that the cost of living has
increased and that the financial condition of the retirement
fund permits, all retirement benefits may be increased. The
amount of the increase shall be not more than 4% compounded for
each year of retirement, reduced by prior Post-Retirement
Pension Adjustments.

Lump Sum Death Benefit

Upon a nonoccupational death of a member who has made no
supplemental contributions or who made suppliemental
contributions for less than one year and has completed less than
one year of membership service, a lump-sum benefit shall be paid
to the designated beneficiary. The lump-sum benefit is the
teacher's accumulated member contribution account. If the
teacher is in active service at the time of death after
completing at least one year of membership service but before
becoming a vested member, an additional death benefit equal to
$1,000 plus $100 for each year of membership service (the total
not to exceed $3,000), plus $500 if the teacher is survived by
one or more minor children is also payable.

If the teacher had received a retirement benefit prior to his

death, payment shall be his accumulated contributions, plus
jnterest, minus all benefits paid.

- 10 -
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(25)

(26)

Survivor's Allowance

If a teacher dies while in service or while receiving a service
or disability retirement benefit, is survived by one or more
minor children and has made supplemental contributions for at
least one year before his death, his surviving spouse is
entitled to the survivor's allowance. The amount of the benefit
is 35% of the teacher's base salary immediately prior to his
death or becoming disabled for his spouse and 10% for each minor
child up to a maximum of 40%.

Spouse's Pension

If a teacher has made supplemental contributions for at least
one year and dies while in membership service, or while
receiving a disability benefit, or if a teacher has made
supplemental contributions for at least five years and dies
while on retirement or in deferred retirement status, the
surviving spouse is entitled to receive the Spouse's Pension.
The amount of the benefit is 50% of the service retirement
benefit that the deceased teacher was receiving or would have
received. The Spouse's Pension commences the month following
the member's death. The payment ceases when the spouse dies.

- 11 -
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Section 1.2(a)
MISCELLANEOUS INFORMATION AS OF JUNE 30

(1)
(2)
(3)

(4)

(1)
(2)
(3)

(1)
(2)
(3)

(1)
(2)

*

Note:

Number
Average Age

Average Credited
Service

Average Annual
Salary

Number
Average Age

Average Monthly
Benefit Base

C.0.L.A.
P.R.P.A.
Total

Number

Average Age

Average Monthly Benefit

Number

Average Account Balance

1984 shows a decrease.
30, 1985 average.

report.

1981
7,178
38.77

9.56

$32,326

1,380
63.05

$ 9l
$ 55
$ 162
$ 1,128

286
45.80
$ 675

Active Members

1982 1983 1984 1985
7,563 7,899 8,259 8,684
39.19 39.47 39.76 40.04

9.55 9.51 9.53 9.54

$35,903 $37,323  $39,416 $41,238

Retirees and Beneficiaries

1,485 1,712 1,764 2,022
63.28 62.60 63.17 62.75

$ 948  $1,041 $ 1,060 $ 1,176
$ 59 $ 68 $ 68 $ 79
$ 187 $ 197 $ 188* $ 279
$ 1,194 $1,306 $1,316 $1,534

Vested Terminations

343 430 509 335
45,51 47.50 46.75 45.49
$ 736 $ 908 $ 944 $ 850

Not Vested Terminations With Account Balances

1,051
$ 4,350

987 1,037 914 1,093
$ 5,230 $ 5,360 §$ 5,573 $ 6,649

Since no PRPA was granted on July 1, 1983, the average PRPA on June 30,

The July 1, 1984 PRPA is reflected in the June

- 12 -

The July 1, 1985 PRPA will be reflected in the next



William M. Mercer-Meidinger, incorporated

TR 0 0 3 Ly byl A AR 7951 1162
0 0 O 0 U ] 0 ] 0
| S 0 0 o ol v 0 0 0
t 0 0 0 0 0 0 f Z
61 0 0 0 0 14 £ S £
03 S R | B S T L 9t v 67,
09¢ 0 1] G ol Ve 44 9y 74
veo 0 0 0 G LL Ly 7€t HE T
(439 0 0 S . DN 4 3 tle 467 HEd
t681 0 0 0 0 6% £E9b LY 1107
981¢ 0 0 0 /] 0 st LA EHL
6667 0 0 L 0 0 0. oat R S L
BbL 0 0 0 0 0 ) 0 GI ¢
96 0 0 0 0 0 1] iy 0
< D ) I, L L S } U UL 0
TVI0L +0v 6E=G¢ PE~0€ 62=92 v2Z=02 61=-GT pi=01 6 =S
d N 0 4 9 4 ) I A ¥ A 8
| e e e e e — - - e
=
= SdNOR9 4DV A4 SdN0NDH FADTAHEAS
S| TTeeZiv  "ZLZ0118SE  vA9E VLM “REZTY 0800 VIHGE  vHan
e ‘0 *0 n +0ov it *n 0
o 0 0 .0 . bE=Sr C00ESY. C00E9Y |12
w *6TRZS eSSy H PE=0F *1669% *PL6OLT £
o *00t11S ‘989102 Ly YA *64019 *9390L6 6l
Q *9zZt6v *GebLOTRY  RRE  YT=07 *S5L608 *thvEPIS 101
w AR "HOEOTEYS A% 61=G1 " 228 *HLYGHGT] 0az
_° ‘€106 ‘9600101 29s1 v1=01 *RSLLY *HAETORGT vZa
29 .cmaaa,;i!.afwmwuvcﬁ..ﬂﬁmx;;;igi -G  *06EGh " 08GARLZG (ST
NS *GE6GE *96¥9RTZIT  GZIF b =0 LSOV CZISO0VER £hB T
— 5 tovist *YyinLe Ll ar g il *H4990¢ *NZEHHBBR CLA R4
c® *ORSLE “98Y¥H9€97 669 £  *99f9€  *Z6SHYIBG  AKSI
e *OLLSE *08868LGT XA 4 *6007¢ IR A 103 ¥4 R
Q9 *108¢€¢t TobLLLELZ LOR I R ZA X4 *TTLLEYL 96k
wa *1990¢ *vogo8SS  284¢ 0 .. "BGSIE 6Tl ‘
SONINHYA  SONINHVE AT40Ad a:cxu SONINHYA  SOHMINAVY EREUEE]
_IVOANNY TYOANNY 40 4DTANY TYNNNY THANNV 10
WOYNAAY  IVLOL bwan gi;iiei;x,uogx~>¢:t:;<_:q o CERELLY
ceamdIIANAS A SONTNHVH 'THAANY ==== memawe=dOY 14 SHHNINHVY T TYONNY

S861/0€/9

ALda NOLLYNIVA

SHATLOV

R EAR

GZIE TYLOL
0 408
0 6L=GL
0 vL=0L
¥ 69=G9
(X4 Y9=~09
(R hG=64G
STl 7S=08
£02 V=Gt
8l bv=-0%
Sy L HE=GE
8E8  vE=OE
£tt9 6{=S
96 vZ=0¢
4 k=0
v -0 A5v
]
o
i
]
uA RAAS
+08
6L=GL
yi=0L
69=5G9
. b9=09
66=G¢
pS=06
bY=GY
tr=0v
hE=GE
pE=0F
6l=GC
¢Z=07
6l=0
dnnyn
DY
yAs eIy 40 4LVIS



William M. Mercer-Meidinger, Incorporated

Section 1.2(¢)

STATISTICS ON NEW RETIREES DURING THE YEAR ENDING JUNE 30

Service
Number

Average Age
At Retirement

Average Benefit

Disability
Number

Average Age
At Retirement

Average Benefit

Survivor
Number

Average Age
At Retirement

Average Benefit

Total
Number

Average Age
At Retirement

Average Benefit

1981

129

55.70
$ 1,320

42.56
$ 1,766

16

53.39
$ 956

153

55.62
$ 1,305

- 14 -

1982

109

55.24
$ 1,425

10

44,47
$ 2,075

67.39
$ 700

124

55.70
$ 1,448

1983

242

54.54
$ 1,680

45.03
$ 2,333

43.36
$ 1,727

252

54.14
$ 1,699

1984

179

54.66
$ 1,770

52.60
$ 2,749

53.65
$ 1,330

192

54.53
$ 1,777

1985

279

54.95
$ 2,011

48.57
$ 2,500

46.78
$ 2,452

289

54.70
$ 2,027
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Section 1.2(d)

STATISTICS ON ALL RETIREES AS OF JUNE 30

Normal Retirement

Number, Prior Year

Net Change During Year
Number, This Year
Average Age At Retirement
Average Age Now
Average Monthly Benefit

Surviving Spouse's Benefits

Number, Prior Year

Net Change During Year
Number, This Year
Average Age At Retirement
Average Age Now
Average Monthly Benefit

Survivor's Benefits

Number, Prior Year

Net Change During Year
Number, This Year
Average Age At Retirement
Average Age Now
Average Monthly Benefit

Disabilities

Number, Prior Year

Net Change During Year
Number, This Year
Average Age At Retirement
Average Age Now
Average Monthly Benefit

1982

1,262

99

1,361
57.59
64.19
$1,192.75

34

2

36

59,74
66.11

$ 566.17

31

0

31

41,27
46.86
$1,184.33

53

4

57

44,13
48.63
$1,625.83

- 15 -

1983

1,361

218

1,579
57.01
63.44
$1,305.08

36
6

42

59,13
66.22

$ 812,92

31

4

35

37.83
43.09
$1,264.17

57

(1)
56
43,32
48.36
$1,738.50

1984

1,579

48

1,627
56.96
64.13
$1,316.92

42
(2)

40

57.87
64.87

$ 592.92

35

2

37

35.47
41.09
$1,247.17

56

4

60

44,11
49,64
$1,816.75

1985

1,627

228

1,855
56.57
63.49
$1,537.09

40

24

64

57.29
66.20

$ 952.64

37

38

36.23
41.84
$1,501.30

60

5

65

44.46
50.30
$2,025.77



DISTRIBUTIONS OF ANNUAL BENEFITS OF RETIRED PARTICIPANTS

Section 1.2(e)
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William M. Mercer-Meidinger, Incorporated

Section 1.3
ACTUARIAL BASIS

Valuation of Liabilities

A'

B.

Actuarial Method - Projected Unit Credit. The unfunded accrued
benefit liability is amortized over 25 years.

Method For Accumulated Plan Benefit Values

The actuarial present value of accumulated plan benefits (the term
used for Financial Accounting Standards Board purposes) and
present value of accrued benefits are a measure of plan benefits
which have been earned to date. These are not only a valuation of
retirement benefits, but also of deferred vested, death benefits,
and other ancillary benefits. Earnings and service for benefit
purposes which are expected to be earned after the valuation date
are excluded from these values.

The actuarial assumptions used to determine these values are
identical to those used for the funding purposes.

In estimating accumulated benefits, final average compensation is
based on compensation data in the possession of the actuary.

Actuarial Basis

1. Interest 8% per year, compounded annually,
net of investment expenses.

2. Salary Scale 8% per year for the first five years
of employment and 7% per year
thereafter.

3. Health Inflation 8% per year,

4, Mortality 1971 Group Annuity Mortality Table.

5. Turnover Based upon the 1980-81 actual total

turnover experience. (See Table 1).

6. Disability Incidence rates in accordance with
Table 2. Post-disability mortality
in accordance with rates published
by the Pension Benefit Guaranty
Corporation to reflect mortality of
those receiving disability benefits
under Social Security.
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William M. Mercer-Meidinger, Incorporated

7. Retirement Age The average of age 60 and the
earliest age for which unreduced
retirement benefits will be
available.

8. Spouse's Age Wives are assumed to be four years
younger than husbands.

9. Contribution Refunds 100% of those terminating after age
35 with eight or more years of
service will leave their

contributions in the System and
thereby retain their deferred vested
benefit. All others who terminate
are assumed to have their
contributions refunded.

10. C.O0.L.A. 49% of those receiving retirement
benefits will be eligible for
C.O.L.A.

11. Sick Leave 4.7 days of unused sick leave for

each year of service will be
available to be credited once the
member is retired.

12. Expenses No loading for expenses.

Valuation of Assets

Based upon the three-year average ratio between market and book values
of the System's assets. Assets are accounted for on an accrual basis.

Valuation of Medical Benefits

Medical benefits for retirees are provided by the payment of premiums
from the trust fund. A pre-65 cost and lower post-65 cost (due to
Medicare) were assumed such that the total rate for all retirees equals
the present premium rate. These medical premiums are then increased
with the health inflation assumption., The same method used for funding
retirement benefits is also used to fund health benefits.
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TABLE 1

EMPLOYEE TURNOVER ASSUMPTIONS

Select Rates of Turnover
During the First 3 Years
of Employment

Year of
Employment Males
1 .12
2 .26
3 .32
Year of
Employment Females
1 .09
2 .11
3 .16

- 19 -

After 3 Years of

Employment
Attained
Age Rate
20 .1500
21 .1500
22 .1500
23 .1500
24 .1500
25 .1500
26 .1500
27 .1500
28 .1500
29 .1500
30 .1400
31 .1300
32 .1200
33 .1100
34 .1000
35 .0900
36 .0800
37 .0800
38 .0700
39 .0700
40 .0650
41 .0650
42 .0650
43 .0600
44 .0600
45 .0600
46 .0600
47 .0550
48 .0550
49 .0550
50 .0500
51 .0500
52 .0500
53 .0500
54 .0500
55 and Up .0000



TABLE 2

DISABILITY RATES
ANNUAL RATES FOR 1,000 EMPLOYEES

Age Rate
20 .70
21 J1
22 .72
23 .73
24 .74
25 .75
26 .76
27 .78
28 : .80
29 .82
30 .84
31 .86
32 .88
33 .90
34 .93
35 .96
36 .99
37 1.03
38 1.07
39 1.11
40 1.15
41 1.20
42 1.27
43 1.36
44 1.48
45 1.62
46 1.76
47 1.91
48 2.07
49 2.23
50 2.40
51 2.60
52 2.86
53 3.18
54 3.56
55 4.00
56 4.59
57 5.34
58 6.10
59 7.20
60 8.43
61 9.75
62 11.30
63 13.05
64 14.90
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Wwilliam M. Mercer-Meidinger, Incorporated

Section 2
VALUATION RESULTS

This section sets forth the results of the actuarial valuation.

Section 2.1{(a) shows the distribution of the assets as of June 30,
1985.

Section 2.1(b) shows the transactions of the plan's fund during the
FY85.

Section 2.1(c) develops the valuation assets.
Section 2.2 shows the actuarial present values as of June 30, 1985.

Section 2.3 calculates the total contribution rate for FY88.
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William M. Mercer-Meidinger, Incorporated

Section 2.1(a)
ASSETS AS OF JUNE 30, 1985 (in thousands)

Cost Value Market Value

Cash $ 28,958 $ 28,958
CD's and Other Short-
Term Issues 8,000 8,000
Investment Securities:

U.S. Government 334,754 342,802

Other 37,928 39,368
Common Stock 106,163 120,621
Foreign Investments 36,261 40,146
Real Estate Equity Fund 56,689 61,574
Loans & Mortgages 201,797 201,797
Financial Futures 1 1
Miscellaneous 23,066 23,066
Total Assets $833,617 $866,333
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William M. Mercer-Meidinger, Incorporated

Section 2.1(b)

CHANGES IN NET ASSETS DURING FISCAL YEAR 1985 (in thousands)

Net Assets, June 30, 1984
Additions:
Dividend Income
Employee Contributions

Employer and State
Matching Contributions

Interest Income

Unrealized Gain (Loss)
on Investments

Deductions:
Medical Benefits
Retirement Benefits
Refunds of Contributions

Administrative Expenses

Net Assets, June 30, 1985

Approximate Investment Return
Rate During the Year:

Based on Market Values
Based on Book Values

Based on Valuation Assets

$ 4,851
29,176

68,826
69,320

78,418

$ 4,393
33,360
3,126

_2,951
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$659,572

250,591

43,830

$866,333

21.44%
9.43%
14.44%



William M. Mercer-Meidinger, Incorporated

Section 2.1(c)
DEVELOPMENT OF VALUATION ASSETS AS OF JUNE 30, 1985 (in thousands)

(4)

(5)

(6)

Market Value

Cost Value Ratio (M/C)

June 30, 1985 $866,333
June 30, 1984 $659,572
June 30, 1983 591,382

Average Ratio

Cost Value at
June 30, 1985

Yaluation Assets
at June 30, 1985
(4) x (5)
but not outside
the range of book
and market values

- 24 -

$833,617 1.0392
$705,273 .9352
588,915 1.0042
.9929

$833,617

$833,617



william M. Mercer-Meidinger, Incorporated

Section 2.2
ACTUARIAL PRESENT VALUES AS OF JUNE 30, 1985 (in thousands)

Present Value of

Normal Cost Accrued Benefits
Active Members
Retirement Benefits $ 31,981 $ 370,641
Termination Benefits 13,311 141,254
Disability Benefits 1,342 11,972
Death Benefits 564 5,855
Return of Contributions 2,577 12,242
Health Benefits 17,759 104,733
Arrearage 0 (23,840)
Subtotal $ 67,534 $ 622,857
Inactive Members
Not Vested $ 7,267
Vested Terminations 29,716
Retirees & Beneficiaries 382,711
Subtotal $ 419,694
Totals $1,042,551
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William M. Mercer-Meidinger, Incorporated

Section 2.3
CALCULATION OF TOTAL CONTRIBUTION
RATE FOR FISCAL YEAR 1988 (in thousands)

Normal Cost Rate

(1)
(2)
(3)

(4)
(5)

Total Normal Cost
Total Salaries

Normal Cost Rate

(1) /7 (2)
Average Member Contribution Rate

Consolidated Employer Normal
Cost Rate, (3) - (4)

Service Rate

(7)

Present Value of Accrued Benefits
Valuation Assets

Total Unfunded Liability, (1) - (2)
25-Year Amortization Factor

Past Service Payment, (3) / (4)
Total Salaries

Past Service Rate, (5) / (6)

Total Employer Contribution Rate

VAL.2/js
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$ 67,534
358,110

18.86%
7.24%

11.62%

$1,042,551
833,617
208,934
11.528758
18,123
358,110
5.06%

16.68%



