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REPORT ON THE SIXTY-THIRD ANNUAL VALUATION OF THE 
TEACHERS' AND STATE EMPLOYEES' RETIREMENT SYSTEM OF NORTH CAROLINA 

PREPARED AS OF DECEMBER 31, 2005 

SECTION I - SUMMARY OF PRINCIPAL RESULTS 

1. Th is report, prepared as of December 31, 2005, presents the resu lts of the sixty-th ird actuarial 

valuation of the system. For convenience of reference, the principal results of the valuation and a 

comparison with the preceding year's results are summarized below. The current valuation refiects 

the benefit increases granted to beneficiaries as of July 1, 2005 and amendments to the system 

effective through July 1, 2006. 

TABLE I 
SUMMARY OF PRINCIPAL RESULTS 

VALUATION DATE 
Active members included in va luation 

Number 
Annual compensation 

Beneficiaries 
Number 
Annual allowances 

Assets 
Actuarial va lue 
Market value 

Unfunded accrued liability 

CONTRIBUTIONS FOR FISCAL YEAR ENDING 

Appropriations Act 
Employer contribution rate 

Normal 
Accrued liability 

Total 

Liquidation period 

GASB 25/27 
Annual required contribution (ARC) 
of employer 

Normal 
Accrued liability 

Total 

Liquidation period 

Prelim inary undistributed gains 

Estimated adjustment for required Employer 
contributions not made 

Reserve from undistributed gains 

$ 

$ 

$ 

$ 

12/31/05 I 
321,5131 

10,990,238,891 I 
I 

! 
134,719 ! 

2,514,627,247 1 

I 
49,670,182,206 1 

51,558,604,486 I 
(3,045,514,417)[ 

June 30, 2008 

6.15% 
(349) 
2.66% 

11 years 

6.1 5% 
(3.83) 
2.32% 

9 years 

0.34% 

(049%) 

NIA 

$ 

$ 

$ 

$ 

12/31 /04 

311 ,612 
10,366,136,571 

128,577 
2,315,858,563 

47,383,509,397 
49,711,421,866 
(3,555,655,121) 

June 30, 2007 

6.74% 
(440) 
2.34% 

12 years 

6.74% 
(5 .14) 
1.60% 

9 years 

0.74% 

(0.57%) 

0.17% 
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SECTION VII· ACCOUNTING INFORMATION 

1. Statement Nos. 25 and 27 of the Governmental Accounting Standards Board (GASB) set forth 

certain items of information to be disclosed in the financial statements of the System and the 

employer. One such item is a distribution of the number of employees by type of membersh ip, as 

follows: 

NUMBER OF ACTIVE AND RETIRED PARTICIPANTS 
AS OF DECEMBER 31, 2005 

GROUP 

Retired participants and beneficiaries 
currently receiving benefits 

Terminated participants and beneficiaries 
entitled to benefits but not yet receiving 
benefits 

Active Participants 

Total 

NUMBER 

134,719 

54,003 

32 1,513 

510,235 

2. Another such item is the schedule of funding progress as shown below. 

SCHEDULE OF FUNDING PROGRESS 

Actuarial UAAL as a 
Actuarial Accrued Unfunded Percentage of 

Actuarial Value of Liability (AAL) AAL Funded Covered Covered 
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll 

Date ill ill .l.!l.:.ill .f..B..Ll2.l ill ((b·a)/c) 

12/31/00' $39,773,747,165 $35,248,769,986 $(4,524,977,179) 112.8 $9,001 ,353,605 (50.27) 
12/31/01 42,104,086,026 37,713,663,200 (4,390,422,826) 111.6 9,494,602,568 (46.24) 
12/31/02 43,226,837,217 39,863,983,389 (3,362,853,828) 108.4 9,734,447,779 (34.55) 
12/31/03 45,11 7,507,733 41,733,701,348 (3,383,806,385) 108.1 10,082,153,001 (33.56) 
12131/04 47,383,509,397 43,827,854,276 (3,555,655,121) 108.1 10,366,136,571 (34.30) 
12131/05 49,670, 182,206 46,624,667,789 (3,045,514,417) 106.5 10,990,238,891 (27.71) 

.. These numbers have been revised since the previous valuation to reflect the requirements enacted by the 
legislature. 
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SCHEDULE A 

DEVELOPMENT OF ACTUARIAL VALUE OF ASSETS 
FOR THE YEAR ENDING DECEMBER 31,2005 

Actuarial Value of Assets as of December 31, 2004 $ 47,383,509,397 

2005 Net Cash Flow 
a. Contributions 984,923,893 
b. Disbursements 2,548,964,609 
c. Net Cash Flow: (a) - (b) (1,564,040,716) 

Expected Investment Return: 
[(1) x .0725] + [(2)c x .03625] 3,378,607,955 

Expected Actuarial Value of Assets as of 
December 31, 2005: 
(1) + (2)c + (3) 49,198,076,636 

Market Value of Assets as of December 31, 2005 51,558,604,486 

Excess of Market Value over Expected 
Actuaria l Value of Assets: 
(5) - (4) 2,360,527,850 

20% Adjustment towards Market Value: 
(6) x .20 472,105,570 

Actuarial Value of Assets as of 
December 31, 2005: 
(4) + (7) 49,670,182,206 

Rate of investment return on actuarial value 8.26% 

Rate of investment return on market value 6.97% 
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