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Ladies and Gentlemen:

We are pleased to present our report on the actuarial valuation of the Firefighters’ Retirement
System for the fiscal year ending June 30, 2012. Our report is based on the actuarial assumptions
specified and relies on the data supplied by the system's administrators and accountants. This report
was prepared at the request of the Board of Trustees of the Firefighters’ Retirement System of the
State of Louisiana. The primary purposes of the report are to determine the actuarially required
contribution for the retirement system for the fiscal year ending June 30, 2013, to recommend the
net direct employer contribution rate for fiscal 2014, and to provide information for the system's
financial statements. This report was prepared exclusively for the Firefighters’ Retirement System
for a specific limited purpose. It is not for the use or benefit of any third party for any purpose.

Except as stated below, this report has been prepared in accordance with generally accepted
actuarial principles and practices, and to the best of our knowledge and belief, fairly reflects the
actuarial present values and costs stated herein. This report contains a limitation with respect to the
determination of asset values as a result of an exception detailed in the June 30, 2012 audit report.
This limitation relates to the investments receivable given in the statement of plan net assets and is
outlined in the audit report issued by Duplantier, Hrapmann, Hogan & Maher, L.L.P., Certified
Public Accountants, as well as in this report in the section titled “Comments on Data”. The
qualification of the audit report limits our ability to determine with certainty the actuarially required
contribution and funded ratio given in this report.

The undersigned actuaries are members of the American Academy of Actuaries and have met the
qualification standards for the American Academy of Actuaries to render the actuarial opinions
incorporated in this report, and are available to provide further information or answer any questions
with respect to this valuation.

Sincerely,

G. S. CURRAN & COMPANY, LTD.

By:

Gary Curran, F.C.A.,, M. A AA., ASA.

By:

Gregory Curran, F.C.A,, M.AA.AA., ASA.



TABLE OF CONTENTS

SUBJECT PAGE
Summary of Valuation RESUIES..........cueiieiiie et 1
COMMENTS ON DAL ... bbb 2
Comments on Actuarial Methods and ASSUMPLIONS .........ccueiirierieiieie e 3
Changes IN PIan PrOVISIONS .........ueiiiieiieieiie st eieseesteete e e esae s e e staaseesseesseensessaesseaneesseesseansesseensens 3
F ] B 0L =] TSR URTR 4
Plan Demographics and Liability EXPEIIENCE ........ccviiiiiiiiiiesieeee e 5
Funding Analysis and RECOMMENUALIONS ..........ccueieiieiieiieie e e e se e sre e e see e 5
COSt OF LIVING INCIBASES ....cvviivieiteeiteetie sttt sttt sttt sttt b et be e be b et e e beeneenbeeteeneesreeae s 7
(€] T o] OSSR PPTTR TP 9
Exhibit1 - Analysis of Actuarially Required Contributions...........ccccocvevevieevieeie e 14
Exhibit Il - Present Value of Future Benefits ..........cccooiiiiiiiiicee e 15
Exhibit 111 (Schedule A) - Market Value 0f ASSELS .........oiiiiiiiiiiereeie s 16
Exhibit 111 (Schedule B) - Actuarial Value 0f ASSELS........ccciveiieiiereeie e 17
Exhibit IV - Present Value of Future ContribUtioNS............cooiiiiiiiiiiieccc e 18
Exhibit V (Schedule A) - Actuarial Accrued Liabilities. .......ccoiiieiiriiiieiiee e 18
Exhibit V (Schedule B) - Change in Unfunded Actuarial Accrued Liability............ccccocvvveivnnnnee. 18
Exhibit V (Schedule C) - Amortization of Unfunded Actuarial Accrued Liability ..........ccccccceee.. 19
Exhibit VI - Analysis Of INCrease IN ASSELS. .......uuiiiiiiieiiiie ettt 20
EXNIDIt VII - FUNA BAIANCE........oiiiiiiicee e 21
Exhibit VIII - Pension Benefit ODHGatioN.........c.covoiiiiiiiiiiie e 21
Exhibit IX - Cost of Living Adjustments - Target Ratio ..........ccocoeeveririinienie e 22
EXNIDIE X = CeNSUS DALA .......ccvieeiiiiiiieeeieie e 23
Exhibit XI - Year to Year COMPAIISON ......ccuiiiiieieiieiiesie ettt sttt sbe e nnas 32
Summary of Principal Plan ProVISIONS ..........c.ciiiiiiiiiieiiiie et 34
ACLUAITAL ASSUMPTIONS. ....cvieiieiiieiteeteeie s e ettt e e e te e e s esbeesaeaseesteeseeaseessaesseaneesreeseaneesseeeeas 37

(€] (01 1Y: OSSP 41



SUMMARY OF VALUATION RESULTS

FIREFIGHTERS' RETIREMENT SYSTEM

Valuation Date:

June 30, 2012

June 30, 2011

Census Summary: Active Contributing Members 4,056 4,020
Retired Members and Beneficiaries 1,875 1,802
DROP Participants 217 225
Terminated Due a Deferred Benefit 70 68
Terminated Due a Refund 398 418
Payroll (excludes DROP Participants): $ 198,112,999 $ 193,136,985
Benefits in Payment: $ 62,975,274 $ 58,699,965
Market Value of Assets: $ 1,122,864,548 * $ 1,154,482,040
Unfunded Actuarial Accrued Liability: $ 482,024,775 $ 416,177,743
Actuarial Value of Assets (AVA): $ 1,218,618,308 t $ 1,204,830,245
Actuarial Accrued Liability: $ 1,700,643,083 $ 1,621,007,988
Ratio of AVA to Actuarial Accrued Liabilities: 71.66% 74.33%
FISCAL 2013 FISCAL 2012
Normal Cost as of July 1: 49,186,008 $ 47,869,777
Amortization Cost (Credit) as of July 1: 45,335,951 37,903,169
Total Actuarially Required Contribution
Inclusive of Estimated Administrative Costs: $ 99,587,792 $ 89,914,621
Expected Insurance Premium Taxes $ 22,014,834 $ 21,858,158
Net Direct Combined Actuarially Req’d Contributions $ 77,572,958 $ 68,056,463
Actual Net Direct Combined Contribution Rate: 34.00% 33.25%
Actuarially Required Net Direct Combined Cont. Rate: 37.77%  f 34.02%

B o e 2 2 S 2 2 S s o e

Minimum Recommended Net Direct Employer Cont. Rate
For Employees with Earnings Below Poverty Level-
For Employees with Earnings Above Poverty Level -

Fiscal 2013: 26.00%
Fiscal 2013: 24.00%

Fiscal 2014: 30.25% ¥
Fiscal 2014: 28.25% ¥

Employee Contribution Rate: 8.00% of payroll below poverty level/10.00% of payroll above poverty level

Actuarial Cost Method: Individual Entry Age Normal with allocation of cost based on earnings. Unfunded Accrued
Liability (exclusive of liability for mergers) as of June 30, 2002 amortized through June 30, 2029
with level dollar payments. Unfunded Accrued Liability resulting from merged systems
amortized over thirty years.

Valuation Interest Rate:  7%2% (Net of Investment Expense)

Exclusions from Census: None

Basis of Actuarial Asset Value: The actuarial value of assets is based on the market value of assets adjusted to phase in
asset earnings above or below the assumed rate of return over a five-year period with
limits set at 85% and 115% of the market value of assets. When the adjusted value falls
outside of the limits, the actuarial value is set equal to the average of the limited and
adjusted value.

Changes in Valuation Methods, Assumptions, and/or Amortization Periods: None
Method of Recognizing Gains and Losses: Amortized over 15 years prior to fiscal 2010; amortized over 20 years for

fiscal 2010 and one less year each year thereafter, but not less than fifteen years.

t  Based upon asset values which include an unaudited “best estimate” of the value of a receivable related to the FIA Leveraged Fund.
1
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COMMENTS ON DATA

For the valuation, the administrator of the system furnished a census on a USB drive derived from the
system’s master data processing file indicating each active covered employee’s sex, date of birth,
service credit, annual salary, and accumulated contributions. Information on retirees detailing dates of
birth of retirees and beneficiaries, sex, as well as option categories and benefit amounts, was provided
in like manner. In addition, data was supplied on former employees who are vested or who have
contributions remaining on deposit. As illustrated in Exhibit X, there are 4,056 active contributing
members in the system of whom 1,927 have vested retirement benefits; in addition, there are 217
participants in the Deferred Retirement Option Plan (DROP); 1,875 former system members or their
beneficiaries are receiving retirement benefits. An additional 468 members have contributions
remaining on deposit with the system; of this number, 70 have vested rights for future retirement
benefits. All individuals submitted were included in the valuation.

Census data submitted to our office is tested for errors. Several types of census data errors are
possible; to ensure that the valuation results are as accurate as possible, a significant effort is made to
identify and correct these errors. In order to minimize coverage errors (i.e., missing or duplicated
individual records) the records are checked for duplicates, and a comparison of the current year's
records to those submitted in prior years is made. Changes in status, new records, and previous
records, which have no corresponding current record are identified. This portion of the review
indicates the annual flow of members from one status to another and is used to check some of the
actuarial assumptions, such as retirement rates, rates of withdrawal, and mortality. In addition, the
census is checked for reasonableness in several areas, such as age, service, salary, and current benefits.
The records identified by this review as questionable are checked against data from prior valuations;
those not recently verified are included in a detailed list of items sent to the system's administrative
staff for verification and/or correction. Once the identified data has been researched and verified or
corrected, it is returned to us for use in the valuation. Occasionally some requested information is
either unavailable or impractical to obtain. In such cases, values may be assigned to missing data. The
assigned values are based on information from similar records or based on information implied from
other data in the record.

In addition to the statistical information provided on the system’s participants, the system’s
administrator furnished general information related to other aspects of the system’s expenses, benefits
and funding. Except as stated below, valuation asset values as well as income and expenses for the
fiscal year were based on information furnished by the system’s auditor, the firm of Duplantier,
Hrapmann, Hogan & Mabher, Certified Public Accountants. Please note that an investment receivable
in the amount of $45,277,182 as of June 30, 2012 was not audited due to the lack of current financial
information. This receivable is included in the consolidated statement of plan assets and represents 4%
of total net assets. Since an audited value of the asset was not available, the statement of assets
includes management’s “best estimate” of the value of this receivable. The receivable is based upon
an unfulfilled redemption request tendered to the FIA Leveraged Fund. This Fund has been placed in
liquidation. As of the date this report was issued, the Court-appointed valuation experts have not yet
had the opportunity to provide the Firefighters’ Retirement System with audited statements. To the
extent that future valuations determine that the actual value of this asset differs with the “best estimate”
provided, future contribution rates will be affected.

As indicated in the system’s financial statements, the net market value of the system’s assets was
$1,122,864,548 as of June 30, 2012. Net investment losses for fiscal 2012 measured on a market value
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basis amounted to $48,023,113. Contributions to the system for fiscal 2012 totaled $89,202,966;
benefits and expenses amounted to $72,797,345.

Notwithstanding our efforts to review both census and financial data for apparent errors, we must rely
upon the system’s administrative staff and accountants to provide accurate information. Our review of
submitted information is limited to validation of reasonableness and consistency. Verification of
submitted data to source information is beyond the scope of our efforts.

COMMENTS ON ACTUARIAL METHODS AND ASSUMPTIONS

This valuation is based on the Entry Age Normal actuarial cost method. Under the provisions of
Louisiana R.S. 11:103 the funding excess for the plan which was determined to be $239,425 as of June
30, 1989 was amortized over thirty years. Subsequent experience gains and losses were amortized
over fifteen years. Contribution gains or losses arising from contributions in excess of or less than the
required contributions are amortized over the same period as experience gains and losses. Further
changes in the unfunded accrued liability generated by mergers of groups of firefighters into the
system are amortized over thirty years. All non-merger amortization bases in existence on June 30,
2002, were combined, offset, and re-amortized through June 30, 2029, in accordance with R.S.
11:103(D). The aggregate value of the bases as of that date was $175,578,584. Beginning with fiscal
2010, actuarial gains and losses, as well as contribution gains and losses, are amortized over a 20 year
period. Each year thereafter, the amortization period will decrease by one year until attaining a 15 year
amortization period. All changes in assumptions or the method of valuing assets are amortized over 15
years. All amortization payments are on a level dollar basis.

The current year actuarial assumptions utilized for the report are outlined on pages thirty-seven
through forty. In the aggregate the assumptions are within our “best estimate range™ of future long-
term experience for the fund. No changes were made to the assumptions used in the prior year report.

CHANGES IN PLAN PROVISIONS

The following changes in plan provisions were enacted during the 2012 Regular Session of the
Louisiana Legislature:

Act 480 allows members to receive vesting and benefit accrual for qualified military service if the
member timely remits any employee contributions which would have been required. Survivors of
members who die while on a leave of absence to perform qualified military service are also allowed to
remit employee contributions which would have been required to receive vesting and benefit accrual.
If the survivor does not remit employee contributions, then no benefits are accrued during the period of
military service. The act also allows the system to promulgate rules in accordance with the
Administrative Procedure Act to maintain compliance with the Internal Revenue Code and
Regulations.

Act 427 provides for distribution of benefits of a member to a trust established for the benefit of a
minor child. The board of trustees may implement a court order directing payment of any portion of a
benefit to a trust pursuant to the provisions of R.S. 11:2256.2.
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ASSET EXPERIENCE

The actuarial and market rates of return for the past ten years are given below. These rates of return on
assets were arrived at by assuming a uniform distribution of income and expense throughout the fiscal
year.

Market Value Actuarial Value
2003 5.4% 0.9%
2004 11.0% 8.0%
2005 10.4% 10.4%
2006 12.3% 9.9% *
2007 17.2% 11.6%
2008 -5.0% 9.0%
2009 -20.8% -4,9% **
2010 12.2% 6.1%
2011 17.4% 4.5%
2012 -4.1% T -0.2% ¥

* Based on the actuarial value of assets and income and expense including the effect of a change in the method for
calculating the actuarial value of assets under a 5-year smoothing of investment earnings above or below the assumed
7.5% rate of return subject to a corridor of 90% to 110% of the market value of assets. Returns for years 1998 through
2005 were based on a 2-year smoothing of recognized realized and unrealized capital gains (losses) on all securities.

** Includes the effect of a change in the method for calculating the actuarial value of assets. The actuarial value of assets
is based on the market value of investment securities adjusted to phase in asset earnings above or below the assumed
rate of return over a five-year period with limits set at 85% and 115% of the market value of assets. When the adjusted
value falls outside of the limits, the actuarial value is set equal to the average of the limited and adjusted value.

t Based upon asset values which include an unaudited “best estimate” of the value of a receivable related to the FIA
Leveraged Fund.

The market rate of return gives a measure of investment return on a total return basis and includes
realized and unrealized capital gains and losses as well as interest income. (Asset and income values
for merger notes were excluded from calculations in order to provide a measurement of the return on
the portion of the portfolio under management.) This rate of return gives an indication of performance
for an actively managed portfolio where securities are bought and sold with the objective of producing
the highest total rate of return. During 2012, the fund earned $30,018,317 of dividends, interest and
other recurring income. In addition, the Fund had net realized and unrealized capital losses on
investments of $71,947,308. Investment expenses amounted to $6,094,122. The geometric mean of
the market value rates of return was 4.9% measured over the last ten years and 5.6% measured over the
last twenty years.

The actuarial rate of return is presented for comparison to the assumed long-term rate of return of 7.5%
used for the valuation. This rate is calculated based on the actuarial value of assets and all interest,
dividends, and recognized capital gains as given in Exhibit VI. Investment income used to calculate
this yield is based upon a smoothing of investment returns above or below the valuation interest rate
over a five year period subject to constraints. The difference between rates of return on an actuarial
and market value basis results from the smoothing of gains or losses on investments relative to the
valuation interest rate over a five-year period. Yields in excess of the 7.5% assumption will reduce
future costs; yields below 7.5% will increase future costs. For fiscal 2012, the system experienced net
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actuarial investment earnings of $93,583,915 below the actuarial assumed earnings rate of 7.5% which
produced an actuarial loss and increased the interest-adjusted amortization payments on the system’s
UAL by $9,567,599 or 4.66% of payroll, in fiscal 2013.

PLAN DEMOGRAPHICS AND LIABILITY EXPERIENCE

A reconciliation of the census for the system is given in Exhibit X. The average active contributing
member is 38 years old with 11.18 years of service credit and an annual salary of $48,844. The
system's active contributing membership experienced an increase during fiscal 2012 of 36 members.
The number of DROP participants decreased by 8. Over the last five years active membership has
increased by 424 members. A review of the active census by age indicates that over the last ten years
the population in the under thirty-one to forty age group has decreased while the proportion of active
members over fifty increased. Over the same ten-year period the system’s active census by service
remained relatively stable.

The average service retiree is 64 years old with a monthly benefit of $3,210. The number of retirees
and beneficiaries receiving benefits from the system increased by 73 during the fiscal year. Over the
last five years, the number has increased by 320; during the same period, the annual benefits in
payment increased by $19,002,536.

The changes in the makeup of the population and changes in members’ salaries increased the interest
adjusted normal cost over the last year by $1,364,698; the normal cost percentage increased by 0.02%
of payroll. Plan liability experience for fiscal 2012 was favorable. Salary increase rates at most
durations were below projections. Disabilities and DROP entries were below projections. Retiree
deaths and withdrawals were above projections. These factors decreased costs. Retirements were at
projected levels. Net plan liability experience gains totaled $21,072,289. These gains decreased the
interest-adjusted amortization payments on the system’s unfunded accrued liability by $2,154,336, or
1.05% of payroll, in fiscal 2012.

FUNDING ANALYSIS AND RECOMMENDATIONS

Actuarial funding of a retirement system is a process whereby funds are accumulated over the working
lifetimes of employees in such a manner as to have sufficient assets available at retirement to pay for
the lifetime benefits accrued by each member of the system. The required contributions are
determined by an actuarial valuation based on rates of mortality, termination, disability, and
retirement, as well as investment return and other statistical measures specific to the particular group.
Each year a determination is made of two cost components, and the actuarially required contributions
are based on the sum of these two components plus administrative expenses. These two components
are the normal cost and the amortization payments on the unfunded actuarial accrued liability. The
normal cost refers to the annual cost for active members allocated to each year by the particular cost
method utilized. The term unfunded accrued liability (UAL) refers to the excess of the present value
of plan benefits over the sum of current assets and future normal costs. Each year the UAL grows with
interest and is reduced by payments. In addition it may be increased or diminished by plan experience,
changes in assumptions, or changes in benefits including COLA’s. Contributions in excess of or less
than the actuarially required amount can also decrease or increase the UAL balance. New entrants to
the system can also increase or lower costs as a percent of payroll depending upon their demographic
distribution.  Finally, payroll growth affects plan costs since payments on the system’s unfunded
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liability are on a fixed, level schedule. If payroll increases, these costs are reduced as a percentage of
payroll.

In order to establish the actuarially required contribution in any given year, it is necessary to define the
assumptions, funding method, and method of amortizing the UAL. Thus, the determination of what
contribution is actuarially required depends upon the funding method and amortization schedules
employed. Regardless of the method selected, the ultimate cost of providing benefits is dependent
upon the benefits, expenses, and investment earnings. Only to the extent that some methods
accumulate assets more rapidly and thus produce greater investment earnings does the funding method
affect the ultimate cost.

An explanation of the change in costs related to asset and liability gains and losses as well as changes
in demographics and assumptions is given in prior sections of the report. In addition to these
components, variances in contribution levels and payroll also affect costs. For fiscal 2012
contributions totaled $2,867,982 less than required; the interest-adjusted amortization payment on the
contribution shortfall for fiscal 2013 is $293,209, or 0.14% of payroll. In addition, for fiscal 2013 the
net effect of the change in payroll on amortization costs was to reduce such costs by 0.51% of payroll.

A reconciliation of the change in costs is given below. Values listed in dollars are interest adjusted for
payment throughout the fiscal year. Percentages are based on the projected payroll for fiscal 2013
except for those items labeled fiscal 2012.

Dollars Percentage of Payroll

Normal Cost for Fiscal 2012 $ 49,632,441 24.81%
Cost of Demographic and Salary Changes $ 1,364,698 0.02%
Normal Cost for Fiscal 2013 $ 50,997,139 24.83%
UAL Payments for Fiscal 2012 $ 39,298,842 19.65%
Change due to change in payroll N/A (0.51%)
Additional Amortization Expenses for Fiscal 2013:

Asset Experience Loss (Gain) $ 9,567,599 4.66%

Contribution Loss (Gain) $ 293,209 0.14%

Liability Loss (Gain) $ (2,154,336) (1.05%)
Net Amortization Expense (Credit) for Fiscal 2013 $ 7,706,472 3.75%
Estimated Administrative Cost for Fiscal 2013 $ 1,585,339 0.77%
Total Normal Cost & Amortization Payments $ 99,587,792 48.49%

The derivation of the actuarially required contribution for the current fiscal year is given in Exhibit 1.
The normal cost for fiscal 2013 as of July 1, 2012 is $49,186,008. The amortization payments on the
system’s unfunded actuarial accrued liability as of July 1, 2012 total $45,335,951. The total actuarially
required contribution is determined by adjusting the sum of these two values for interest (since
payments are made throughout the fiscal year) and adding estimated administrative expenses. AS
given in line 11 of Exhibit I the total actuarially required contribution for fiscal 2013 is $99,587,792.
We estimate insurance premium taxes of $22,014,834 will be paid to the system in fiscal 2013. Hence,
the total actuarially required net direct combined contribution (consisting of employee contributions
and the net direct employer contribution) for fiscal 2013 amounts to $77,572,958 or 37.77% of payroll.
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Since the actual net direct combined contribution rate for fiscal 2013 is 34.00% of payroll, there will
be a contribution shortfall of 3.77% of payroll. The effect of this shortfall will be to increase the
required contributions for fiscal 2013 by 0.38% of payroll. The statutes require rounding the net direct
employer contribution rate to the nearest 0.25%. Therefore, we recommend a combined employee and
net direct employer contribution rate of 38.25% for fiscal 2014. For members with earnings less than
or equal to the Department of HHS poverty guidelines, employee contributions will be set equal to
8.00% of payroll. The employer contribution rate to be applied to the earnings of such members will
be set equal to 30.25% of payroll. For members with earnings greater than the Department of HHS
poverty guidelines, employee contributions will be set equal to 10.00% of payroll. The employer
contribution rate to be applied to the earnings of such members will be set equal to 28.25% of payroll.

Due to the unavailability of an unqualified audit report for this valuation, our ability to determine with
certainty the actuarially required contribution to the Fund is limited. It should be noted that any
substantial reduction to the value of receivables given on the statement of assets may result in a
significant increase in future contributions.

Future actuarial measurements may differ significantly from the current measurements presented in
this report due to such factors as the following: plan experience differing from that anticipated by the
economic or demographic assumptions, changes in economic or demographic assumptions, completion
of amortization payments or credit schedules, and changes in plan provisions or applicable law.
Analysis of the effect of all these factors is beyond the scope of this report. We have, however,
calculated the sensitivity of the plan’s costs to a change in two factors. First, we have determined that
based on current assets and demographics, for each percentage under (over) the assumed rate of return
on the actuarial value of assets, there will be a corresponding increase (reduction) in the actuarially
required contribution as a percentage of projected payroll of 0.61%. In addition, we have determined
that a 1% reduction in the valuation interest rate for the Fund would increase the actuarially required
contribution rate for fiscal 2012 by 15.71%.

Notwithstanding recent contribution increases, a significant portion of investment losses incurred in
fiscal 2009 have not yet been released into the actuarial value of assets due to the current asset
smoothing methodology. These losses will be released over the next year and will put upward pressure
on costs as they are released into income unless they are offset by substantial asset or liability gains.

COST OF LIVING INCREASES

During fiscal 2012, the actual cost of living (as measured by the US Department of Labor CPI-U)
increased by 1.66%. Cost of living provisions for the system are detailed in R.S. 11:2260A(7) and
R.S. 11:246. The former statute allows the board to use interest earnings in excess of the normal
requirements to grant annual cost of living increases of 3% of each retiree’s current benefit. R.S.
11:246 provides cost of living increases to retirees and beneficiaries over the age of 65 equal to 2% of
the benefit in payment on October 1, 1977, or the date the benefit was originally received if retirement
commenced after that date. R.S. 11:241 provides that cost of living benefits shall be in the form
(unless the board otherwise specifies) of $Xx(A+B) where X is at most $1 and "A" represents the
number of years of credited service accrued at retirement or at death of the member or retiree and "B"
is equal to the number of years since retirement or since death of the member or retiree to June 30" of
the initial year of such increase. The provisions of this subpart do not repeal provisions relative to cost
of living adjustments contained within the individual laws governing systems; however, they are to be
controlling in cases of conflict. All of the above provisions require that the system earn sufficient
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excess interest earnings to fund the increases. In addition, the ratio of the plan’s assets to benefit
obligations must meet the criteria established in R.S. 11:242. This section sets forth a minimum
“target ratio” of the actuarial value of assets to the Pension Benefit Obligation. We have determined
that for fiscal 2012 the plan has not met the necessary target ratio and does not have excess investment
earnings. Therefore, the Fund is unable to grant COLAS to retirees at this time.
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Components of Present VValue of Future Benefits
June 30, 2012
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Actuarial Value of Assets vs. Actuarial Accrued Liability
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Active — Census By Age
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Net Non-Investment Income

(Millions)

2003 2004 2005

2006

2007 2008

2009

2010

2011

2012

2003

2004 | 2005 | 2006

2007

2008

2009

2010

2011

2012

Non-Investment Income ($Mil)

47.1

544 | 60.8 | 54.7

57.4

66.3

59.8

63.7

79.7 | 89.2

Benefits and Expenses ($Mil)

O]

37.1

404 | 43.6 | 44.2

48.9

55.3

60.3

63.1

66.7 | 72.8

Net Non-Investment Income ($Mil) e

10.0

144 | 17.2 | 105

8.5

11.0

-0.5

0.6

13.0 | 16.4

Total Income vs. Expenses
(Based on Market Value of Assets)

(Millions)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Total Income ($Mil) B | g0s | 1281|1398 | 1505 | 2233 | 9.5 | -166.6 | 1603 | 249.4 | 41.2
Benefits and Expenses ($Mil) O] 371 | 404 | 436 | 442 | 489 | 553 | 60.3 63.1 | 66.7 | 72.8
Net Change in MVA ($Mil) 437 | 87.7 | 962 | 1153 | 1744 | -45.8 | -226.9 | 106.2 | 182.7 | -3L6
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EXHIBITS



ISARE ol I

10.

11.

12.
13.
14.

15.

16.
17.
18.
19.

20.

21.

22,

23.

EXHIBIT I
ANALYSIS OF ACTUARIALLY REQUIRED CONTRIBUTIONS

Normal Cost of Retirement BENefitS..........ccovveiiiiiiiicicceseee e $ 43,719,642
Normal Cost of Death BENEfitS..........ccoveviiiiiiiiccc e $ 1,304,984
Normal Cost of Disability BenefitS.........ccocvviiiiiiiiiiiiieese e $ 1,175,066
Normal Cost of Deferred Retirement Benefits .........cccoccvevevivevi v, $ 1,469,597
Normal Cost of Contribution REFUNAS .........cccoviiiiiiiiieicee e $ 1,516,719
TOTAL Normal Cost as of July 1, 2012 (1+2+3+4+5) ....ccccveiviiiiiesieieieieen, $ 49,186,008
Amortization of Unfunded Accrued Liability of $482,024,775 ........ccccovvvvrvennane, $ 45,335,951
TOTAL Normal Cost & Amortization Payments (6+7) .....cccccevvererinieeniesiennnn, $ 94,521,959
Normal Cost and Amortization Payments Interest Adjusted

for Midyear PAYMENT ..........ccocviiiiciccse et $ 98,002,453
Estimated Administrative Cost for Fiscal 2013 ..........cccccovevievecie e $ 1,585,339
TOTAL Administrative and Interest Adjusted Actuarial Costs (9+10)................. $ 99,587,792
Expected Insurance Premium Taxes due in Fiscal 2013..........cccccccevivevviieivennenne $ 22,014,834

Net Direct Combined Actuarially Req’d Contributions for Fiscal 2013 (11-12).. $ 77,572,958

Projected Payroll For Contributing Members

July 1, 2012 through June 30, 2013 ......ccooiieieee e $205,370,929

Net Direct Combined Actuarially Required Contributions

as a % of Projected Payroll for Fiscal 2013 (13 + 14) .ooeveiiiieiieeee e 37.77%

Actual Net Direct Combined Contribution Rate for Fiscal 2013...........ccccccoevnee, 34.00%

Contribution Gain (Loss) as a Percentage of Payroll (16 — 15) ........cccccevvvvvvenenne. (3.77%)

Adjustment to Following Year Payment for Contribution Gain (L0sS)................. (0.38%)

Recommended Net Direct Combined Contribution Rate for Fiscal 2014

(15 - 18) (Rounded to Nearest 0.259%0) ........ccevverrerieereeieseeseeee e e e sree e eee e 38.25%

Recommended Net Direct Employee Contribution Rate (for members with

earnings less than or equal to the Department of HHS poverty guidelines)........... 8.00%

Recommended Net Direct Employer Contribution Rate (for members with

earnings less than or equal to the Department of HHS poverty guidelines)........... 30.25%

Recommended Net Direct Employee Contribution Rate (for members with

earnings more than the Department of HHS poverty guidelines) ............cccccoeuee.... 10.00%

Recommended Net Direct Employer Contribution Rate (for members with

earnings more than the Department of HHS poverty guidelines) ............ccccceue..e. 28.25%
14
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EXHIBIT Il
PRESENT VALUE OF FUTURE BENEFITS

Present VValue of Future Benefits for Active Members:

Retirement BeNefitS.........ccoovveiieiiiiiiecce e $1,412,611,726
SUNVIVOr BENEFItS ...veoieiiieece e 22,073,971
Disability BENefitS........cccooviiiiieieiesiere e 17,375,444
Vested Deferred Termination Benefits ..........cccceevvveiveiieennenne 27,634,567
Contribution RefUNdS .........coceeviiiiiiiece e 11,191,090
TOTAL Present Value of Future Benefits for Active Members............ccceceue... $ 1,490,886,798

Present VValue of Future Benefits for Terminated Members:

Terminated Vested Members Due Benefits at Retirement...... $ 10,419,627
Terminated Members with Reciprocals
Due Benefits at Retirement...........ccocovvereniininesccnn 0
Terminated Members Due a Refund...........ccccooeviniiinininnns 1,540,057
TOTAL Present Value of Future Benefits for Terminated Members.................. $ 11,959,684
Present Value of Future Benefits for Retirees:
RegUIAr RELIFEES. .. ..ccvieeieieie et $ 547,889,068
Disability RELITEES .....ccveveiiieii e 48,993,285
SUNVIVOIrS & WIHOWS ..ot 47,734,717
Retiree DROP Account Balance...........cccoeoveveieicneninenenen, 73,126,769
IBO Retirees’ Account Balance............ccccoovveiineninininnnnn, 2,896,008
TOTAL Present Value of Future Benefits for Retirees & Survivors .................. $ 720,639,847
TOTAL Present Value of Future Benefits...........ccoovvvviieiiiiiinceceee, $ 2,223,486,329
15
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EXHIBIT Il - Schedule A

MARKET VALUE OF ASSETS - AS OF 6/30/2012

Current Assets:
Cash & Cash Equivalents in Banks ..........ccccccoeeviveieiienincnieenn, $ 8,604,720
Contributions Receivable from Members...........ccccccovevveinnnne. 1,767,520
Contributions Receivable from Employers..........cccccoveviviienen, 4,115,300
Accrued Interest and Dividends on Investments ............c.......... 3,224,434
Receivable on Currency Contracts .........c.ccocevvveereniesieennsienneens 12,915,846
Investments ReceivabIes...........cccevieiieiiic e, 77,864,566
Prepaid EXPENSES ...c.vviiiieeieeie st se e 811,691
TOTAL CURRENT ASSETS ...t
Property, Plant and Equipment (Net of accumulated depreciation) ............cccccceenene
Investments:
COMMON SEOCK ....ecvvevieiciccie e $263,777,661
Mutual FUNAS .......ooiuiiiiiice e 259,150,775
Private EQUILY ....vveie e e e e e e e e 131,176,701
Hedge FUNOS ... e e e e e e 102,070,691
Private Real EState ..........coooviiiiiiiiiiiii i e 87,108,143
Cash & Cash EqUIVAleNtS...........ccccoveveiieieece e 68,175,062
Corporate BONS .......ccoveieiieiicie e 41,012,664
Emerging Market Debt ............ccooiiiiiiiiiiii e 40,284,012
U. S. GOVErnmMENt SECUNTIES......ccovveveiierireeceese e sie e 17,219,624
Asset Backed SECUNItIES ... ..vvvveeiieie e i 15,205,652

TOTAL INVESTMENTS ...,

MERGER NOTES ...

TOTAL ASSETS ...

Current Liabilities:
Payable on Currency CONtractS.........ccoovvererieeiieeneniieseeseeee e
Investment PayabIes..........ccccoveiviiiieeie e
ACCOUNtS Payable.........cccooiiiiiiee
TOTAL CURRENT LIABILITIES ...

NET MARKET VALUE OF ASSETS......ccccoiiiiiiiiie

16
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12,693,590
1,850,265
888,818

$ 109,304,077

$ 783,082

$1,025,180,985
$ 3,029,077

$1,138,297,221

$ 15,432,673

$1,122,864,548



EXHIBIT Il1 - SCHEDULE B
ACTUARIAL VALUE OF ASSETS

Excess (Shortfall) of invested income
for current and previous 4 years:

Fiscal year 2012.........covoieiieie e
Fiscal year 2011.......ccooiiieiiei e s
Fiscal year 2010........cccocoiiiiiiieiiereee e s
Fiscal year 2009.........coci i s
Fiscal year 2008.........cccooieiieieiiereee e

Total for five Years........ccccevvvveieese e

Deferral of excess (shortfall) of invested income:

Fiscal year 2012 (80%0) .....cccvevueieereeieieesireee e seeeeesee e
Fiscal year 2011 (60%0) .....ccccereiiereeieiierreie e seeeee e sae e
Fiscal year 2010 (409%0) .....ccveruereerieeiesieenieeee e
Fiscal year 2009 (2090) .....ccveruererrenieseenieeie e
Fiscal year 2008 ( 09%0) .....ccoveruereerieeieneeneeie e

Total deferred for year .........ccccevvvevveve e

Market value of plan net assets, end of year...........ccccccevvrrrnnnnene.

Preliminary actuarial value of plan assets, end of year ..................

Actuarial value of assets corridor

85% of market value, end of year...........cccocvevvvveviene e
115% of market value, end of year...........cccoccvevevvevciceinennn,

Final actuarial value of plan net assets, end of year .......................

17
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.............................. $ (135,213,355)
.............................. 96,347,506
.............................. 40,659,988
.............................. (308,277,876)
.............................. (142,555,260)

.............................. $ (449,038,997)

.............................. $ (108,170,684)
.............................. 57,808,504
.............................. 16,263,995
.............................. (61,655,575)
.............................. 0

.............................. $ (95,753,760)

.............................. $1,122,864,548

.............................. $1,218,618,308

.............................. $ 954,434,866

.............................. $1,291,294,230

.............................. $1,218,618,308

LTD.



EXHIBIT IV
PRESENT VALUE OF FUTURE CONTRIBUTIONS

Employee Contributions to the Annuity Savings Fund...........ccccooeveveiieiiecc e, $ 211,015,125
Employer Normal Contributions to the Pension Accumulation Fund.......................... 325,616,184
Employer Payments on the Unfunded Actuarial Accrued Liability............cccooeeveneen. 482,024,775

TOTAL PRESENT VALUE OF FUTURE CONTRIBUTIONS..........cccoevun.... $1,018,656,084

EXHIBIT V - SCHEDULE A
ACTUARIAL ACCRUED LIABILITIES

LIABILITY FOR ACTIVE MEMBERS

Accrued Liability for Retirement Benefits...........cccccceevvvvennene. $ 947,970,366

Accrued Liability for Survivor Benefits ........c.cccoovevvicvinennnnn, 8,183,127

Accrued Liability for Disability Benefits.........c.c.ccoeevvivivennnnn. 4,864,795

Accrued Liability for Vested Termination Benefits................. 11,994,520

Accrued Liability for Refunds of Contributions...................... (4,969,256)

TOTAL Actuarial Accrued Liability for Active Members...........cccocevvvevveenne. $ 968,043,552
LIABILITY FOR TERMINATED MEMBERS ..o $ 11,959,684
LIABILITY FOR RETIREES AND SURVIVORS ......ccccooiiiiiiieceeeeeee e $ 720,639,847

TOTAL ACTUARIAL ACCRUED LIABILITY ..o $1,700,643,083

ACTUARIAL VALUE OF ASSETS.....ccoioiieieese et $1,218,618,308

UNFUNDED ACTUARIAL ACCRUED LIABILITY .oooiiieiiieecie e $ 482,024,775

EXHIBIT V - SCHEDULE B
CHANGE IN UNFUNDED ACTUARIAL ACCRUED LIABILITY

Prior Year Unfunded Accrued Liability ........ccoooveriiiiiiiiicieeee e $ 416,177,743
Interest on Unfunded Accrued Liability.........cccocovvveiieiiiiiiiieee $ 31,213,331
Normal CoSt fOr PriOr YEAI .......ccevviieiiiiiiiieeee s 47,869,777
Interest on the NOrmal COSt........coovviiiiiiiiiiiee s 3,590,233
Normal Cost for Merged Systems with Accrued Interest................... 0
AdMINIStrative EXPENSES .....cveiveireierieiieeieseesie e se e see e see e ses 2,020,947
INTEreSt ON EXPENSES ....ooivieiiiiiieiiiie ettt 74,415
TOTAL Increases to Unfunded Accrued Liability ..........ccccoocevivevieiieiieennciene. $ 84,768,703
Required Contributions for Prior Year with interest .............ccccocu..... $ 94,301,279
Contribution Excess (Shortfall) with accrued interest............c.c.coc..... (2,867,982)
Cost of Living Adjustment Gains (LOSSES) .....ccvvververeereerieerieseennens 0
Merger GaINS (LOSSES) ......eiueerreieerirereeaeeseesieseesseessesseessaessesseesseensenns 0
INVestMeNnt GaiNS (LOSSES)......ueiveerueriereeieeiesieesieeiesee e eeesree e enee e (93,583,915)
Liability Experience Gains (LOSSES).....c.ccvverereereereeiieseesieseeseeeeenns 21,072,289
Liability Assumption Gains (LOSSES) .....ccvervvrerrirereesiesieeniesseeseeeeenns 0
TOTAL Decreases to Unfunded Accrued Liability.........cccccocoovveveiieiivenncnn, $ 18,921,671
CURRENT YEAR UNFUNDED ACCRUED LIABILITY ..o $ 482,024,775
18
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FISCAL AMORT.
YEAR DESCRIPTION PERIOD
1993 Merger Loss (Gain) 30
1995 Merger Loss (Gain) 30
1996 Merger Loss (Gain) 30
1997 Merger Loss (Gain) 30
1998 Merger Loss (Gain) 30
1999 Merger Loss (Gain) 30
2001 Merger Loss (Gain) 30
2002 Cumulative Non-Merger Bases 27
2003 Contribution Loss (Gain) 15
2003  Assumption Loss (Gain) 15
2003 Experience Loss (Gain) 15
2004  Contribution Loss (Gain) 15
2004 Experience Loss (Gain) 15
2005 Experience Loss (Gain) 15
2005 Assumption Loss (Gain) 15
2005 Contribution Loss (Gain) 15
2006 Experience Loss (Gain) 15
2006 Benefits/COLA Loss (Gain) 15
2006 Assumption Loss (Gain) 15
2006 Contribution Loss (Gain) 15
2007  Contribution Loss (Gain) 15
2007 Merger Loss (Gain) 30
2007 Experience Loss (Gain) 15
2007 Benefits/COLA Loss (Gain) 15
2008 Assumption Loss (Gain) 15
2008 Contribution Loss (Gain) 15
2008 Merger Loss (Gain) 30
2008 Experience Loss (Gain) 15
2008 Benefits/COLA Loss (Gain) 15
2009 Asset Assumption Loss (Gain) 15
2009 Asset Experience Loss (Gain) 20
2009 COLA Loss (Gain) 20
2009 Experience Loss (Gain) 20
2009 Contribution Loss (Gain) 20
2010 Liability Assumption Loss(Gain)15
2010 Asset Experience Loss (Gain) 19
2010 Experience Loss (Gain) 19
2010 Contribution Loss (Gain) 19
2011 Merger Loss (Gain) 30
2011 Asset Experience Loss (Gain) 18
2011 Experience Loss (Gain) 18
2011 Contribution Loss (Gain) 18
2012  Asset Experience Loss (Gain) 17
2012 Experience Loss (Gain) 17
2012 Contribution Loss (Gain) 17

EXHIBIT V - SCHEDULE C

AMORTIZATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY
JUNE 30, 2012

INITIAL  YEARS  REMAINING
BALANCE REMAINING BALANCE
13,485,002 11 8,238,918
41,779.611 13 28,430,823
1,772,399 14 1,261,658
890,324 15 659,816
1,602,435 16 1,231,333
14,104,876 17 11,198,081
3,117,590 19 2,618,611
175,578,584 17 144,305,932
2,678,010 6 1,419,509
(3,248,077) 6 (1,721,679)
44,477,780 6 23,575,939
2,129,874 7 1,276,001
1,570,785 7 941,052
(24,922,321) 8  (16,537,399)
(57,207,831) 8  (37,960,699)
(2,457,193) 8 (1,630,489)
(30,043,731) 9 (21,710,997
12,495,729 9 9,029,995
7,880,410 9 5,694,751
(3,044,474) 9 (2,200,078)
(3,684,696) 10 (2,865,267)
1,065,812 25 1,005,941
(19,348,466) 10  (15,045,614)
13,421,495 10 10,436,726
(138,425) 11 (114,719)
(4,399,499) 11 (3,646,059)
1,556,324 26 1,488,999
11,244,458 11 9,318,779
15,006,752 11 12,436,758
(121,695,600) 12  (106,642,943)
261,874,151 17 242,337,760
15,784,880 17 14,607,293
(3,921,422) 17 (3,628,875)
993,536 17 919,416
37,843,942 13 34,837,392
14,930,089 17 14,142,861
985,441 17 933,481
11,264,571 17 10,670,617
329,132 29 325,949
34,204,316 17 33,245,605
(13,197,519) 17  (12,827,606)
6,777,563 17 6,587,595
93,583,915 17 93,583,915
(21,072,289) 17 (21,072,289)
2,867,982 17 2,867,982

TOTAL Unfunded Actuarial Accrued Liability

TOTAL Fiscal 2013 Amortization Payments
Under the provisions of Act 620 of the 2003 Regular Legislative Session, all non-merger bases established on or
before June 30, 2002 were combined, offset, and re-amortized through June 30, 2029.

*
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$ 482,024,775

AMORT.
PAYMENTS
1,047,664
3,254,713
138,251
69,534
125,299
1,104,183
244,593
14,229,238
281,320
(341,205)
4,672,310
224,102
165,275
(2,626,401)
(6,028,760)
(258,048)
(3,166,113)
1,316,843
830,465
(320,837)
(388,306)
83,948
(2,039,009)
1,414,404
(14,588)
(463,635)
122,582
1,184,980
1,581,464
(12,824,715)
23,895,637
1,440,347
(357,824)
90,659
3,988,126
1,394,552
92,046
1,052,173
25,924
3,278,172
(1,264,862)
649,568
9,227,812
(2,077,826)
282,796

$ 45,335,951



EXHIBIT VI
ANALYSIS OF INCREASE IN ASSETS

Actuarial Value of Assets (June 30, 2011) ....ceevveieiieiieie e $1,204,830,245
Income:

Regular Member Contributions...........cccoveveveieninnsnseeene $ 19,970,481

Regular Employer Contributions..........c.ccccevveveiivevesiesiennnns 46,366,958

Insurance Premium TaXeS .....c.coeereeiereenieerienee e siesieesieeniens 21,848,664

Irregular ContribULIONS.........cccoeveieeiecccee e 0

Contributions from MEergers.........ccooceveienieneniee e 1,016,863

TOTAL CONTRIBUTIONS ..ottt $ 89,202,966

Interest and DiVIAENdS ..........ccooevviiiiiieieeee e $ 29,782,399

RENT INCOME.....ciiie e 18,927

Interest from Merger NOTES ........ocoveiiiiriieiesie e 216,991

Net Appreciation of Fair Value of Investments...................... (71,947,308)

INVESTMENT EXPENSES ..ot (6,094,122)

SUBTOTAL OF ALL MARKET INVESTMENT INCOME .........ccccoevnnnnne. $ (48,023,113)
TOTAL INCOME ...ttt bbb bbbttt bbbt ne e $ 41,179,853
Expenses:

Retirement/Survivor Benefits/DROP Disbursements............. $ 64,732,899

Refunds of Contributions...........ccccocvviniiiiei e 1,376,677

Disability BENefitS .......cccovvviiiiiiiiieeesees e 4,743,571

AdmINistrative EXPENSES .......ccveviverieriereeieseese e sae e 2,020,947

Funds Transferred to Another System..........ccooceveveiieiinnnns (76,749)

TOTAL EXPENSES ....vevieiietieiesiesie st ste sttt sttt stestestease s estetestesbestesnesseaseaneans $ 72,797,345

Net Market Income for Fiscal 2012 (InCOme - EXPENSES)......ccveveveieiieieeriesierieennenns $ (31,617,492)

Adjustment for Actuarial SMOONING........ccooiiiiiiiie e $ 45,405,555

Actuarial Value of Assets (June 30, 2012) .......ccoveviviieieeiecieese e $1,218,618,308
20
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EXHIBIT VII
FUND BALANCE

Present Assets of the System Creditable to:

ANNUILY SAVINGS FUNG ..o $ 139,800,968
ANNUILY RESEIVE FUN ...t e 644,617,070
Pension ACCUMUIALION FUNG.........ccooiiiiiieiie e 236,182,704
Deferred Retirement Option Plan ACCOUNT ........cccvviiieiiinieniee e 99,367,798
Initial Benefit Option Plan ACCOUNT.........coiiiiiiie e 2,896,008
NET MARKET VALUE OF ASSETS......cooiiiiiiienieneeeeeee e, $ 1,122,864,548
ADJUSTMENT FOR ACTUARIAL SMOOTHING. ........ccccevvenene. 95,753,760
NET ACTUARIAL VALUE OF ASSETS .....coooiiiiiiinieeeeee, $ 1,218,618,308
EXHIBIT VIII
PENSION BENEFIT OBLIGATION

Present Value of Credited Projected Payable to Current Employees...........c..c....... $ 923,185,122

Present Value of Benefits Payable to Terminated Employees ..........cccccoveviviiinennne. 11,959,684

Present Value of Benefits Payable to Current Retirees and Beneficiaries ................. 720,639,847

TOTAL PENSION BENEFIT OBLIGATION ....cocooiviieirceceeiienns $1,655,784,653

NET ACTUARIAL VALUE OF ASSETS .....coooiiieiieeneeeeieeeen, $1,218,618,308

Ratio of Net Actuarial Value of Assets to Pension Benefit Obligation..................... 73.60%
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EXHIBIT IX
COST OF LIVING ADJUSTMENTS - TARGET RATIO

Actuarial Value of Assets Divided by PBO as of Fiscal 1986: ............ccccvviveniininnnnnn. 99.35%
Amortization of Unfunded Balance over 30 YEars: ........ccoovvrviiieiinniee e 0.56%
Adjustments in Funded Ratio Due to Mergers or Changes in Assumption(s):

Changes for FiSCal 1987........ccccvcveieereiisice e (0.72%)

Changes for Fiscal 1988...........ccccvvvieiiiinineie e (3.24%)

Changes for Fiscal 1989.........ccccciviieieieni e (3.80%)

Changes for Fiscal 1992.........ccccoviiieieieii e 1.34%

Changes for Fiscal 1993.........cccoiiiiiieiee e (1.25%)

Changes for Fiscal 1994 ..o (0.03%)

Changes for Fiscal 1995..........cccoiiiiiiniieiee e (1.73%)

Changes for Fiscal 1996...........ccoceiiiieinieneeeseee e (16.29%)

Changes for Fiscal 1997 ... (3.65%)

Changes for Fiscal 1998.........c.cccoeiiiiiiiiiiieii e (0.27%)

Changes for Fiscal 1999..........cccviiiiieiieeie e (0.97%)

Changes for Fiscal 2000...........ccocieiieiienieie e esr e (2.97%)

Changes for Fiscal 2001.........cccceviieiieiieeie e (0.23%)

Changes for Fiscal 2003.........ccccooiveiieiiiiece e 0.45%

Changes for Fiscal 2005..........ccccivevieiiiieie e 4.16%

Changes for Fiscal 2006...........cccccvevviieiiieiie e (0.71%)

Changes for Fiscal 2007 ..o (0.09%)

Changes for Fiscal 2008............ccoiireiiiniiiieneese e (0.01%)

Changes for Fiscal 2009..........c.ccouiirriiiiiiieieeese e 8.88%

Changes for Fiscal 2010.........ccceviiiririeniiiereeee e, (2.00%)

Changes for Fiscal 2011........ccocvoiiiiiiiiniiseneeese e (0.02%)

TOTAL AGJUSTMENTS ...ttt (23.15%)

Amortization of Adjustments in Funded Ratio over 30 years:

Changes for Fiscal 1987.........cccvviiiriniiniiee e 0.60%

Changes for Fiscal 1988.........cccooiiiriiiiieie e 2.59%

Changes for Fiscal 1989.........ccciiiiiiieieie e 2.91%

Changes for Fiscal 1992.........cccoiiiiiiiiiie e (0.89%)

Changes for Fiscal 1993.........ccciiiiiieeee e 0.79%

Changes for Fiscal 1994.........cccoiiiiiiiiie e 0.02%

Changes for Fiscal 1995.........ccviviiiiniineiceece e, 0.98%

Changes for Fiscal 1996...........ccccovvireneiiieiese e 8.69%

Changes for Fiscal 1997........ccccvcviiveiieiesece e 1.83%

Changes for Fiscal 1998..........cccccvviviieieicse e 0.13%

Changes for Fiscal 1999.........ccccivviviieiiiie e 0.42%

Changes for Fiscal 2000..........ccceiiviiiieiireieiene e eee e 1.19%

Changes for Fiscal 2001.........cccooeiriiieiniieiie e 0.08%

Changes for Fiscal 2003..........c.cooeiieiiiniieeneee e (0.14%)

Changes for Fiscal 2005..........cccoiirerinineicineeseseeee e (0.97%)

Changes for Fiscal 2006............ccoveireiiiriiiireese e 0.14%

Changes for Fiscal 2007 ..........c.ccoviiriiiiniiie e 0.02%

Changes for Fiscal 2008............cccoireiiiniiiieneeseee e 0.00%

Changes for Fiscal 2009.........ccccccviiiiieiie e (0.89%)

Changes for Fiscal 2010.........cccccviieiiieiie e 0.13%

Changes for Fiscal 2011.........cccccvvieiieiie e 0.00%

TOTAL Amortization of AdJUSTMENTS .........cccvevvriieieee e 17.63%
Target Ratio for Current FiSCal YEar .........cocviiiiiiiiiie e 94.39%
Actuarial Value of Assets Divided by PBO as of Fiscal 2012 ............cccoovieiniininnenne. 73.60%
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EXHIBIT X
CENSUS DATA

Active

Terminated
with Funds
on Deposit

DROP

Retired

Total

Number of members as of
June 30, 2011

4,020

486

225

1,802

6,533

Additions to Census
Initial membership
Death of another member
Omitted in error last year
Adjustment for multiple records

252

21

13

273
13

Change in Status during Year
Actives terminating service
Actives who retired
Actives entering DROP
Term. members rehired
Term. members who retire
Retirees who are rehired
Refunded who are rehired
DROP participants retiring
DROP returned to work
Omitted in error last year

(73)
(45)
(57)

15

13

73

(15)
(4)

S7

(52)
(13)

45

52

Eliminated from Census
Refund of contributions
Deaths
Included in error last year
Suspended Benefits
Adjustment for Multiple Records

(73)

(93)

(43)

(166)
(43)

Number of members as of
June 30, 2012

4,056

468

217

1,875

6,616
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ACTIVES CENSUS BY AGE:

Total Average Total Number Number
Number Salary Salary Age Male Female
37 29,651 1,097,090 16 - 20 35 2
431 34,981 15,076,773 21 - 25 422 9

r r r

- 35 612 41 653 43,863 28,642,361 31
- 40 636 28 664 49,887 33,125,249 36
- 45 580 36 616 54,895 33,815,158 41
- 50 515 39 554 60,003 33,241,780 46
- 55 258 33 291 62,777 18,268,056 51
- 60 78 9 87 66,828 5,813,999 56

I
]

r F

58,970 58,970 66 - 70 1 0 1

48,844 198,112,999 TOTAL 3,835 221 4,056
/ESTED BENEFITS, INCLUDING THE ACTIVE CENSUS INCLUDES 1,927 ACTIVES WITH 1\
JRRENT DROP PARTICIPANTS 48 ACTIVE FORMER DROP PARTICIPANTS. THE 217 CI

ARE EXCLUDED.

CIPANTS CENSUS BY AGE: DROP PARTI

24
G. S. CURRAN & COMPANY, LTD.



iber Number Total Average Total Nun

tle Female Number Benefit Benefit Age &
9 0 9 20,320 182,877 36 - 40

26 26,804 696,893 46 - 50 26 0

10 21,358 213,582 51 - 55 10 0

1 23,393 23,393 66 - 70 1 0

70 23,104 1,617,308 TOTAL 69 1

TERMINATED MEMBERS DUE A REFUND OF CONTRIBUTIONS:

Contributions Ranging Total
mns From To Number Contributic
o - 99 49 2,267

100 - 499 111 28.480
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REGULAR RETIREES:

Tumber Total Average Total Number I
female Number Benefit Benefit Age Male 1
0 1 45,679 45,679 41 - 45 1
0 48 44,363 2,129,446 46 - 50 48
6 188 45,061 8,471,416 51 - 55 182
11 269 42,066 11,315,748 56 - 60 258

7,670,464 66 - 70 207 5 212 36,181
5,102,024 71 - 75 145 2 147 34,708
2,191,918 76 - 80 75 0 75 29,226
1,513,558 81 - 85 60 ] 60 25,226
606,240 86 - 90 20 0 20 30,312

146,823 91 - 99 6 0 6 24,471

'TREES : DISABILITY RE1

Number Number Total Average Total
Male Female Number Benefit Benefit Age

14,719 14,719 31 - 35 1 0 1
4 17,159 34,318 36 - 40 1 1 z
i 19,827 317,227 41 - 45 16 0 1€
! 24,231 581,537 46 - 50 20 4 24
' 25,857 827,438 51 - 55 29 3 32
) 30,860 925,785 56 - 60 28 2 3C
' 34 275,568 5

66 - 70 26 0 26 32,090 834,341
71 - 75 12 0 12 22,480 269,758
76 - 80 8 0 8 18,825 150,600
81 - 85 2 0 2 11,509 23,018
86 - 90 1 0 1 13,530 13,530

TOTAL 180 11 191 27,580 5,267,839

SURVIVORS :

Number Total Average Total Number
Female Number Benefit Benefit Age Male
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‘AL 'ANVAINOD ® NVHIND 'S 'O

Le

178

45,164 54,729
44,068 58,963
46,161 59,245
Compl 61,415
4
43,601 51,996
65
105
44
32 eted Years of Se
15
10
4 5- 9 10-14
22
257 22
275 257 214
107 264
68 138
35 73
26 35
5 15
Compl 2
4
777 763
318,299
319,945
319,444
319,530 eted Years of Se
319,601
319,307
16,603 5- 9 10-14
40,794
42,668 43,972
39,482 43,756 49,315
44,984 51,957
44,096 53,369

15-19 20-24
54,372
58,022 66,067
59,614 61,517
59,062 63,477
58,537 65,072
58,377 65,946
56,604 71,219
58,824 63,310
vice
15-19 20-24
4
159 8
206 146
101 213
41 77
11 17
11 3
533 464
vice

25-29

57,448
70,926
67,957
66,789
63,825

69,095

25-29

85
74
14

431
694
653
664
616
554
291

Average
Salary

29,651
34,981
38,978
43,863
49,887
54,895
60,003
62,777
66,828
68,674
58,970

0

48,844

Total

37
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20,320 g
23
26
Until Retiremen 10
0
0
A 25-29 30&0ve ;
20,320 19,513 70
2 21
22
Eligibility
Average
15-19 20-24 Benefit
24 21 0 o
9 .2 19,513
20,320
ED RETIREMENT B 20,915
26,804
Until Retiremen 21,358
0
0
5- 9 10-14 25-29 30&0ve 23,393
0
9 . 23,104
39,734 19,123
4,772 NEFIT:
Eligibility
15-19 20-24 Total
26,019 19,123 0 0
19,513 " |
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6¢

40,853

eted Years Since

37,859

5- 9 10-14
7

40 1

125 26

100 142

28 75

10 25

1 3

3

311 275

eted Years Since

5- 9 10-14

7,861
9,395 35,916
41,4328 36,117
41,943 37,827
7,544 39,972
42,032 36,608
18,971 42,265
8,373

72

23,609
30,111 23,938
35,920 25,314
43,092 32,366
45,063 36,907
38,548 35,216 25-29
55,621
26,346
36,962 32,202
25,680
24,400
22,932
Retirement 31,288
- 38,704
35,150
15-19 20-24
29,229
6
20 10
66 14
41 37
5 18
3 6 25-29
3
1
142 88
3
14
18
20
Retirement 14
3
15-19 20-24

188
269
328
212
147
75
60
20

1354

Average
Benefit

44,390
45,061
42,066
39,520
36,181
34,708
29,226
25,226
30,312
24,471

38,520

Total

49
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o TLyUITR 50 32 o
15-19 20-24 2
1
0
27,189
17,490 14,67 191
eted Years Since 20,864 7,28
1 11,44
¢1 35,055 p 21,638 12,45
5- 9 10-14 3 11,50
13,53
4
5
6 I
Compl 14,719 4 21,604 11,52 Average
2 Benefit
; p 15,303 10,147
3,322 17,254
— 2,234 19,645 0
46,848 14,674 14,719
45,625 40,016 27 23 17,159
1 91,741 38,723 2555 S0aows 19,827
9,192 24,231
2 1 25,857
? 30,859
J o 34,475
1 7 Retirement 32,090
22,480
5,304 25,241 18,825
15-19 20-24 11,509
13,530
3 0
3
eted Years Since 6 27,580
? y 17,811 *
s= 8 £038 14,168
11,272 12,521
Iy RETIREES: 19,528 17,048
p 21,397 20,630 13 1
Comp1 39,469 20,392 Tobal
. 2 42,515 24,093
o . 32,874 13,394
3 4 14 5 0
— 7 5 1
13 6 2
1 7 16
= 27,322 17,738 24
51 25-29 30&0ve 32
77 18,202 30
34,117 37
39,610 Retirement 26
43 12

a4~ 491 nra
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1€

[ S S

14

RS OF FORMER M.

Compl

745

, 745

5,426

13,521
26,141

20,244
37,433

17,697
25,002

27,189

19,219

ted Years Since

5- 9

=W

bk thn
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ted Years Since

10-14

[N
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9,815

14,312

22,075
19,618
22,232
19,416
26,174
19,943

7,053

2,898

17,673

10,269 9,482
25,253
42,200 22,662
21,842 16,458
23,714 2,795
42,355 25,400
37,978 25,043
20,847 16,539
4,959 39,470
16,902
23,324 22,057
etirement
15-19 20-24
2
1
1
2
3 1
1
1 6
10 2
6 1
4 12
4 8
2 3
1 1
1
37 36
etirement
15-19 20-24
4,022
4,788
1,752
11.8Q4

25-29 30&0ver
9,388
18,206
19,706 7,037
13,636 5,840
16,993 10,782
26,539 11,185
20,893 11,786
27,325 10,432
17,344 9,674
18,941 10,848
25-29 30&0ver
2
2
1 2
5 4
3 17
2 28
12 40
2 10
2 12
31 113

Average
Benefit

5,299

9,398
13,521
14,202
19,940
24,506
21,848
20,860
26,022
18,825
17,479
20,781
16,557
14,725
14,529
10,661

16,823

Total
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EXHIBIT Xl
YEAR-TO-YEAR COMPARISON

Fiscal 2012 Fiscal 2011 Fiscal 2010 Fiscal 2009

Number of Active Contributing Members 4,056 4,020 3,989 3,882
Number of Retirees & Survivors 1,875 1,802 1,749 1,688
DROP Participants 217 225 162 147
Number Terminated Due Deferred Benefits 70 68 59 55
Number of Terminated Due Refund 398 418 442 407

Active Lives Payroll

(excludes DROP participants) $ 198,112,999 $ 193,136,985 $ 189,542,210 $ 178,913,097
Retiree Benefits in Payment $ 62975274 $ 58,699,965 $ 56,056,554 $ 53,031,851
Market Value of Assets $ 1,122,864,548 $1,154,482,040 $ 971,775,080 $ 865,547,030

Ratio of Actuarial Value of Assets to

Actuarial Accrued Liability 71.66% 74.33% 74.21% 76.13%
Actuarial Accrued Liability $ 1,700,643,083 $1,621,007,988 $1,536,258,543 $1,410,559,615
Actuarial Value of Assets $ 1,218,618,308 $1,204,830,245 $1,140,054,175 $1,073,797,423
UAL (Funding Excess) $ 482,024,775 $ 416,177,743 $ 396,204,368 $ 336,762,192

P.V. of Future Employer Normal

Contributions $ 325,616,184 $ 305,540,215 $ 335,984,027 $ 292,585,945
P.V. of Future Employee Contributions $ 211,015,125 $ 206,989,105 $ 160,939,180 $ 150,094,699
Present Value of Future Benefits $ 2,223,486,329 $2,133,537,308 $2,033,181,750 $1,853,240,259

*hkkkhkkhkhkhkkhkhkkhkkhkhkhhkhkkhhkhkkhkhkhkhhkhhhkhkkhkhkhkkhhkhkhhkhkkhkhkkhkkhhkhhkhkkhkhhkkhkhkhkkhkhkhkhhkhkkhhkhkkhkhkhkhhkhkkhhkhkkhhkhkkhhkkhkhhkhkkhkhkkhkkhkhkhkhhkhkhkhkkhkkhhkhhkhkkhkhhkhhkkhkhhkhkihkhkkk

Fiscal 2013 Fiscal 2012 Fiscal 2011 Fiscal 2010

Employee Contribution Rate (For employees 10.00% 10.00% 8.00% 8.00%
with earnings above the poverty level)

Required Tax Contributions as a Percentage
of Projected Payroll 10.72% 10.93% 11.09% 11.56%

Actuarially Required Employer Contribution
as a Percentage of Projected Payroll (For 271.77% 24.02% 24.97% 20.79%
employees with earnings above the
poverty level)

Actual Employer Contribution Rate (For 24.00% 23.25% 21.50% 14.00%
employees with earnings above the
poverty level)
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Fiscal 2008
3,821
1,631

130

55

350
$ 169,401,716
$ 48,416,581

$1,092,459,674

85.78%

$1,317,161,382

$1,129,809,421

$ 187,351,961

$ 277,566,364

$ 142,412,175

Fiscal 2007
3,632
1,555

134

54

298
$ 150,960,665
$ 43,972,738

$1,138,227,081

86.02%

$1,192,323,327

$1,025,656,019

$ 166,667,308

$ 247,631,617

$ 126,968,955

Fiscal 2006
3,534
1,477

111

52

249
$ 140,175,740
$ 39,649,619

$ 963,805,222

83.66%

$1,089,280,137

$ 911,329,622

$ 177,950,515

$ 230,234,335

$ 118,092,552

Fiscal 2005
3,632
1,434

103

45

189
$ 134,313,739
$ 36,510,489

$ 848,499,924

80.88%

$1,012,901,863

$ 819,240,156

$ 193,661,707

$ 226,307,495

$ 114,703,708

Fiscal 2004
3,431
1,379

114

42

181
$ 128,144,746
$ 34,076,169

$ 752,274,788

71.84%

$1,010,016,864

$ 725,615,787

$ 284,401,078

$ 192,151,099

$ 94,736,659

Fiscal 2003
3,360
1,315

120

36

143
$ 121,012,780
$ 31,542,638

$ 664,570,797

69.69%

$ 944,688,430

$ 658,376,086

$ 286,312,344

$ 182,925,316

$ 90,145,420

$1,737,139,921 $1,566,923,899 $1,437,607,024 $1,353,913,066 $1,296,904,623 $1,217,759,166
Fiscal 2009 Fiscal 2008 Fiscal 2007 Fiscal 2006 Fiscal 2005 Fiscal 2004
8.00% 8.00% 8.00% 8.00% 8.00% 8.00%
12.20% 13.16% 12.83% 12.82% 13.11% 12.77%
13.89% 12.56% 14.01% 15.66% 22.51% 23.64%
12.50% 13.75% 15.50% 18.00% 24.00% 21.00%
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SUMMARY OF PRINCIPAL PLAN PROVISIONS

The Firefighters' Retirement System was established as of January 1, 1980, for the purpose of
providing retirement allowances and other benefits as described under R.S. 11:2256 - 11:2259. The
following summary of plan provisions is for general informational purposes only and does not
constitute a guarantee of benefits.

MEMBERSHIP - All full time firefighters or any person in a position as defined in the municipal fire
and police civil service system who is employed by a fire department of any municipality, parish, or
fire protection district of the State of Louisiana, except Orleans, and East Baton Rouge Parishes, who
earns at least three hundred seventy-five dollars per month excluding state supplemental pay are
required to be members of this retirement system. Employees of the system are eligible, at their option
to become members of the system. Persons must be under the age of fifty to be eligible for system
membership unless they become members through merger.

CONTRIBUTION RATES - The fund is financed by employee and employer contributions together
with funds from dedicated insurance premium taxes as allocated by the Public Retirement Systems'
Actuarial Committee in accordance with R. S. 22:1476A(3). The employee contribution rate is at least
8% but not greater than 10% based on the total contribution expressed as a percentage of payroll after
applying all required tax contributions. The employee rate, when such contributions total 25% or less,
is set at 8%. The employee rate then increases 0.25% for each 0.75% increase in the total rate, subject
to a maximum rate of 10%. The rate is fixed at 8% for members whose earnable compensation is less
than or equal to the poverty guidelines issued by the U. S. Department of Health and Human Services.
Net direct employer contributions are nine percent (9%) of earnable compensation unless the funds
allocated from dedicated taxes are insufficient to provide the actuarially required contributions or the
actuarially required contributions are less than 9%.

CONTRIBUTION REFUNDS - Upon withdrawal from service, members not entitled to a retirement
allowance may receive a refund of accumulated contributions. Refunds are payable ninety days after
the effective date of withdrawal from service.

RETIREMENT BENEFITS - Members with twelve years of creditable service may retire at age fifty-
five; members with twenty years of service may retire at age fifty; members with twenty-five years of
service may retire regardless of age, provided that they have been a member of this system for at least
one year. The retirement allowance is equal to three and one-third percent of the member's average
final compensation multiplied by his years of creditable service, not to exceed one hundred percent of
his average final compensation.

OPTIONAL ALLOWANCES - Members may receive their benefits as a life annuity, or in lieu of such
receive a reduced benefit according to the option selected which is the actuarial equivalent of the
maximum benefit.

Option 1 - If the member dies before he has received in annuity payments the present value of
his member's annuity as it was at the time of retirement the balance is paid to his beneficiary.

Option 2 - Upon retirement, the member receives a reduced benefit. Upon the member's death,
the designated beneficiary will continue to receive the same reduced benefit.
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Option 3 - Upon retirement, the member receives a reduced benefit. Upon the member's death,
the designated beneficiary will receive one-half of the member's reduced benefit.

Option 4 - Upon retirement, the member elects to receive a board approved benefit which is
actuarially equivalent to the maximum benefit.

A member may also elect to receive an actuarially reduced benefit which provides for an
automatic 2 %% annual compound increase in monthly retirement benefits based on the
reduced benefit and commencing on the later of age fifty-five or retirement anniversary; this
COLA is in addition to any ad hoc COLAs which are payable.

Initial Benefit Option — This option is available only to regular retirees who have not
participated in the Deferred Retirement Option Plan. Under this option members may receive
an initial benefit plus a reduced monthly retirement allowance which, when combined, equal
the actuarially equivalent amount of the maximum retirement allowance. The initial benefit
may not exceed an amount equal to thirty-six payments of the member’s maximum retirement
allowance. The initial benefit can be paid either as a lump-sum payment or placed in an account
called an “initial benefit account” with interest credited thereto and monthly payments made
from the account.

DISABILITY BENEFITS - Any member who has been officially certified as totally disabled solely as
the result of injuries sustained in the performance of his official duties, or for any cause, provided the
member has a least five years of creditable service and provided that the disability was incurred while
the member was an active contributing member, is entitled to disability benefits. Any member under
the age of fifty who becomes totally disabled will receive a disability benefit equal to 60% of final
compensation for an injury received in the line of duty; or 75% of his accrued retirement benefit with a
minimum of 25% of average salary for any injury received, even though not in the line of duty. Any
member age fifty or older who becomes totally disabled from an injury sustained in the line of duty is
entitled to a disability benefit equal to the greater of 60% of final compensation or his accrued
retirement benefit. Any member age fifty or older who becomes totally disabled as a result of any
injury, even though not in the line of duty, is entitled to a disability benefit equal to his accrued
retirement benefit with a minimum of 25% of average salary. The surviving spouse of a member who
was on disability retirement at the time of death receives a benefit of $200 per month. When the
member takes disability retirement, he may in addition take an actuarially reduced benefit in which
case the member's surviving spouse receives 50% of the disability benefit being paid immediately prior
to the death of the disability retiree. The retirement system may reduce benefits paid to a disability
retiree who is also receiving workers compensation payments.

SURVIVOR BENEFITS - Benefits are payable to survivors of a deceased member who dies and is not
eligible for retirement as follows. If any member is killed in the line of duty and leaves a surviving
eligible spouse, the spouse is entitled to an annual benefit equal to two-thirds of the deceased member's
final compensation. If any member dies from a cause not in the line of duty, the surviving spouse is
entitled to an annual benefit equal to 3% of the deceased member's average final compensation
multiplied by his total years of creditable service; however, in no event is the annual benefit less than
40% nor more than 60% of the deceased member's average final compensation. Children of the
deceased member who are under the age of eighteen years are entitled to the greater of $200 per month
or 10% of average final compensation (not to exceed 100% of average final compensation) until
reaching the age of eighteen or until the age of twenty-two if enrolled full-time in an institution of
higher learning, unless the surviving child is physically handicapped or mentally retarded in which
case the benefit is payable regardless of age. If a deceased member dies leaving no surviving spouse,
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but at least one minor child, each child is entitled to receive forty percent of the deceased's average
final compensation, not to exceed an aggregate of sixty percent of average final compensation.

DEFERRED RETIREMENT OPTION PLAN - In lieu of terminating employment and accepting a
service retirement allowance, any member of the system who has at least twenty years of creditable
service and who is eligible to receive a service retirement allowance may elect to participate in the
deferred retirement option plan for up to thirty-six months and defer the receipt of benefits. Upon
commencement of participation in the plan, membership in the system terminates and neither the
employee nor employer contributions are payable. Compensation and creditable service will remain as
they existed on the effective date of commencement of participation in the plan. The monthly
retirement benefits that would have been payable, had the member elected to cease employment and
receive a service retirement allowance, are paid into the deferred retirement option plan account. Upon
termination of employment at the end of the specified period of participation, a participant in the
program may receive, at his option, a lump sum payment from the account equal to the payments to the
account, or a true annuity based upon his account, or he may elect any other method of payment if
approved by the board of trustees. The monthly benefits that were being paid into the fund during the
period of participation will begin to be paid to the retiree. If employment is not terminated at the end of
the thirty-six months, payments into the account cease and the member resumes active contributing
membership in the system. If the participant dies during the period of participation in the program, a
lump sum payment equal to his account balance is paid to his named beneficiary or, if none, to his
estate; in addition, normal survivor benefits are payable to survivors of retirees.

COST OF LIVING INCREASES - The board of trustees is authorized to grant retired members and
widows of members who have retired an annual cost of living increase of up to 3% of their current
benefit, and all retired members and widows who are sixty-five years of age and older a 2% increase in
their original benefit. In order for the board to grant either of these increases the system must meet
certain criteria detailed in the statute related to funding status and interest earnings. In lieu of these
cost of living adjustments the board may also grant an increase in the form of “Xx(A+B)” where “X”
is any amount up to $1 per month, and “A” is equal to the number of years of credited service accrued
at retirement or at death of the member of retiree, and “B” is equal to the number of years since
retirement or since death of the member or retiree to June thirtieth of the initial year of such increase.
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ACTUARIAL ASSUMPTIONS

In determining actuarial costs, certain assumptions must be made regarding future experience under the
plan. These assumptions include the rate of investment return, mortality of plan members, rates of
salary increase, rates of retirement, rates of termination, rates of disability, and various other factors
that have an impact on the cost of the plan. To the extent that future experience varies from the
assumptions selected for valuation, future costs will be either higher or lower than anticipated. The
following chart illustrates the effect of emerging experience on the plan.

Factor Increase in Factor Results in
Investment Earnings Rate Decrease in Cost
Annual Rate of Salary Increase Increase in Cost
Rates of Retirement Increase in Cost
Rates of Termination Decrease in Cost
Rates of Disability Increase in Cost
Rates of Mortality Decrease in Cost
ACTUARIAL COST METHOD: Individual Entry Age Normal With Allocation of

Cost Based on Earnings. Entry and Attained
Ages Calculated on an Age Near Birthday Basis.

VALUATION INTEREST RATE: 7.5% (Net of investment expense)

ACTUARIAL ASSET VALUES: All assets are valued at market value adjusted to
defer four-fifths of all earnings above or below
the valuation interest rate in the valuation year,
three-fifths of all earnings above or below the
valuation interest rate in the prior year, two-fifths
of all earnings above or below the valuation
interest rate from two years prior, and one-fifth of
all earnings above or below the valuation interest
rate from three years prior. The resulting
smoothed values are subject to a corridor of 85%
to 115% of the market value of assets. If the
smoothed value falls outside the corridor, the
actuarial value is set equal to the average of the
corridor limit and the smoothed value.

ACTIVE MEMBER, ANNUITANT, AND RP 2000 Combined Healthy Table set back 1
BENEFICIARY MORTALITY: years for males and 1 year for females

RETIREE COST OF LIVING INCREASES: The present value of future retirement benefits is
based on benefits currently being paid by the
system and includes previously granted cost of
living increases. The present values do not
include provisions for potential future increases
not yet authorized by the Board of Trustees.
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ANNUAL SALARY INCREASE RATE:

RETIREMENT RATES:

RETIREMENT LIMITATIONS:

DROP ENTRY RATES:

DROP PARTICIPATION PERIOD:

RETIREMENT RATES FOR ACTIVE
FORMER DROP PARTICIPANTS:

DISABILITY RATES:

WITHDRAWAL RATES:
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Salary increases include 3.25% inflation and
merit increases.  The gross rates including
inflation and merit increases are as follows:

Years of Service Salary Growth Rate
1-2 15.000%
3-14 6.500%

15 & over 5.500%

The table of these rates is included later in the
report. These rates apply only to those
individuals eligible to retire.

Projected retirement benefits are not subject to
IRS Section 415 limits.

The table of these rates is included later in the
report. These rates apply only to those
individuals eligible to participate.

All DROP participants are assumed to participate
for 3 years and retire at the end of this
participation period.

Retirement rates for active former DROP
participants are as follows:

Ages Retirement Rates
74 & Under 0.20
75 & Over 1.00

55% of the disability rates used for the 21
valuation of the Railroad Retirement System for
individuals with 10-19 years of service. The
table of these rates is included later in the report.
20% of total disabilities are assumed to be in the
line of duty.

The rates of withdrawal are applied based upon
completed years of service according to the
following table:

Service Factor Service  Factor
<1 0.100 7 0.020
1 0.060 8 0.020
2 0.060 9 0.020
3 0.060 10 0.020
4 0.035 11 0.020
5 0.035 >11 0.010
6 0.035

Note: The withdrawal rate for individuals
eligible to retire is assumed to be zero.
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MARRIAGE STATISTICS:

SERVICE RELATED DEATH:

FAMILY STATISTICS:

DISABLED LIVES MORTALITY:

VESTING ELECTING PERCENTAGE:
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80% of the members are assumed to be married;
husbands are assumed to be three years older than
wives.

20% of Total Deaths

Assumptions utilized in determining the costs of
various survivor benefits as listed below, are
derived from the information provided in the
2000 U. S. Census:

Member’s % With  Number of  Average

Age Children  Children Age
25 62% 1.7 6
35 82% 2.1 10
45 66% 1.8 13
55 19% 1.4 15
65 2% 1.4 15

RP-2000 Disabled Lives Mortality Tables for
Males and Females

70% of those vested elect deferred benefits in lieu
of contribution refunds.
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Age

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

Active
Male
Mortality

0.00030
0.00032
0.00033
0.00035
0.00036
0.00037
0.00037
0.00038
0.00038
0.00038
0.00038
0.00039
0.00041
0.00044
0.00050
0.00056
0.00063
0.00070
0.00077
0.00084
0.00090
0.00096
0.00102
0.00108
0.00114
0.00122
0.00130
0.00140
0.00151
0.00151
0.00173
0.00186
0.00200
0.00214
0.00229
0.00245
0.00262
0.00281
0.00303
0.00331
0.00363
0.00400
0.00441
0.00488
0.00538
0.00592
0.00647
0.00703

ACTUARIAL TABLES AND RATES

Active
Female
Mortality

0.00018
0.00019
0.00019
0.00019
0.00019
0.00019
0.00020
0.00020
0.00021
0.00021
0.00022
0.00024
0.00025
0.00026
0.00031
0.00035
0.00039
0.00044
0.00047
0.00051
0.00055
0.00060
0.00065
0.00071
0.00077
0.00085
0.00094
0.00103
0.00112
0.00112
0.00133
0.00143
0.00155
0.00168
0.00181
0.00197
0.00213
0.00232
0.00253
0.00276
0.00301
0.00329
0.00360
0.00393
0.00429
0.00466
0.00504
0.00543

Retired
Male
Mortality

0.00030
0.00032
0.00033
0.00035
0.00036
0.00037
0.00037
0.00038
0.00038
0.00038
0.00038
0.00039
0.00041
0.00044
0.00050
0.00056
0.00063
0.00070
0.00077
0.00084
0.00090
0.00096
0.00102
0.00108
0.00114
0.00122
0.00130
0.00140
0.00151
0.00162
0.00173
0.00186
0.00200
0.00535
0.00553
0.00564
0.00572
0.00580
0.00590
0.00612
0.00644
0.00690
0.00749
0.00820
0.00900
0.00991
0.01095
0.01212
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Retired
Female
Mortality

0.00018
0.00019
0.00019
0.00019
0.00019
0.00019
0.00020
0.00020
0.00021
0.00021
0.00022
0.00024
0.00025
0.00026
0.00031
0.00035
0.00039
0.00044
0.00047
0.00051
0.00055
0.00060
0.00065
0.00071
0.00077
0.00085
0.00094
0.00103
0.00112
0.00122
0.00133
0.00143
0.00155
0.00234
0.00246
0.00265
0.00290
0.00319
0.00353
0.00393
0.00438
0.00492
0.00553
0.00620
0.00692
0.00769
0.00851
0.00939

Retirement

Rates

0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.08000
0.08000
0.08000
0.08000
0.08000
0.08000
0.08000
0.08000
0.08000
0.08000
0.04000
0.04000
0.04000
0.04000
0.14000
0.14000
0.14000
0.14000
0.14000
0.14000
0.14000
0.14000
0.14000
0.50000
0.50000

G. S. CURRAN & COMPANY, LTD.

DROP Entry

Rates

0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.00000
0.15000
0.15000
0.15000
0.15000
0.15000
0.15000
0.15000
0.15000
0.15000
0.15000
0.15000
0.25000
0.25000
0.25000
0.25000
0.25000
0.25000
0.11000
0.11000
0.11000
0.11000
0.38000
0.38000
0.38000
0.38000

Disability
Rates

0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00083
0.00094
0.00105
0.00116
0.00132
0.00149
0.00171
0.00193
0.00215
0.00242
0.00275
0.00314
0.00358
0.00402
0.00457
0.00517
0.00589
0.00671
0.00759
0.00864
0.00979
0.01111
0.01265
0.01436
0.01628
0.01854
0.02684
0.02684
0.02684
0.02684
0.02684
0.02684



GLOSSARY

Accrued Benefit — The pension benefit that an individual has earned as of a specific dated based on
the provisions of the plan and the individual’s age, service, and salary as of that date.

Actuarial Accrued Liability — The actuarial present value of benefits payable to members of the fund
less the present value of future normal costs attributable to the members.

Actuarial Assumptions - Assumptions as to the occurrence of future events affecting pension costs.
These assumptions include rates of mortality, withdrawal, disablement, and retirement. Also included
are rates of investment earnings, changes in compensation, as well as statistics related to marriage and
family composition.

Actuarial Cost Method — A procedure for determining the portion of the cost of a pension plan to be
allocated to each year. Each cost method allocates a certain portion of the actuarial present value of
benefits between the actuarial accrued liability and future normal costs. Once this allocation is made, a
determination of the normal cost attributable to a specific year can be made along with the payment to
amortize any unfunded actuarial accrued liability. To the extent that a particular funding method
allocates a greater (lesser) portion of the actual present value of benefits to the actuarial accrued
liability it will allocate less (more) to future normal costs.

Actuarial Equivalence — Payments or receipts with equal actuarial value on a given date when valued
using the same set of actuarial assumptions.

Actuarial Gain (Loss) — The financial effect on the fund of the difference between the expected and
actual experience of the fund. The experience may be related to investment earnings above (or below)
those expected or changes in the liability structure due to fewer (or greater) than the expected numbers
of retirements, deaths, disabilities, or withdrawals. In addition, other factors such as pay increases
above (or below) those forecast can result in actuarial gains or losses. The effect of such gains (or
losses) is to decrease (or increase) future costs.

Actuarially Required Net Direct Combined Contribution — The sum of the actuarially required
employee contributions and net direct employer contributions after reduction for projected Insurance
Premium Taxes due to the system.

Actuarial Present Value - The value, as of a specified date, of an amount or series of amounts
payable or receivable thereafter, with each amount adjusted to reflect the time value of money (through
accrual of interest) and the probability of payments. For example: if $600 invested today will be worth
$1,000 in 10 years and there is a 50% probability that a person will live 10 years, then the actuarial
present value of $1,000 payable to that person if he should survive 10 years is $300.

Actuarial Value of Assets - The value of cash, investments, and other property belonging to the
pension plan as used by the actuary for the purpose of the actuarial valuation. This may correspond to
the book value, market value, or some modification involving either or both book and market value.
Adjustments to market values are often made to reduce the volatility of asset values.

Asset Gain (Loss) - That portion of the actuarial gain attributable to investment performance above
(below) the expected rate of return in the actuarial assumptions.

Amortization Payment - That portion of the pension plan contribution designated to pay interest and
reduce the outstanding principal balance of unfunded actuarial accrued liability. If the amortization
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payment is less than the accrued interest on the unfunded actuarial accrued liability the outstanding
principal balance will increase.

Contribution Shortfall (Excess) - The difference between contributions recommended in the prior
valuation and the actual amount received.

Decrements — Events which result in the termination of membership in the system such as retirement,
disability, withdrawal, or death.

Employer Normal Cost - That portion of the normal cost not attributable to employee contributions.
It includes both direct contributions made by the employer and contributions from other non-employee
sources such as revenue sharing and revenues related to taxes.

Funded Ratio — A measure of the ratio of assets to liabilities of the system according to a specific
definition of those two values. Typically the assets used in the measure are the actuarial value of
assets; the liabilities are defined by reference to some recognized actuarial funding method. Thus the
funded ratio of a plan depends not only on the financial strength of the plan but also on the funding
method used to determine the liabilities and the asset valuation method used to determine the assets in
the ratio.

Normal Cost - That portion of the actuarial present value of pension plan benefits and expenses
allocated to a valuation year by the actuarial cost method. This is analogous to one year's insurance
premium.

Pension Benefit Obligation - The actuarial present value of benefits earned or credited to date based
on the members expected final average compensation at retirement. For current retirees or terminated
members this is equivalent to the actuarial present value of their accrued benefit.

Projected Benefits — The benefits expected to be paid in the future based on the provisions of the plan
and the actuarial assumptions. The projected values are based on anticipated future advancement in
age and accrual of service as well as increases in salary paid to the participant.

Unfunded Actuarial Accrued Liability - The excess of the actuarial accrued liability over the
actuarial value of assets.

Vested Benefits - Benefits that the members are entitled to even if they withdraw from service.
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NOTES:
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