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200 Gfobe Building . 407 East Fort . Detroit, Michigan 48226.313-961-3346

December 29, 1989
(Comection of December 7 Report)

The Board of Trustees
School Employees Retirement System of 0hjo
Co] umbus , 0h i  o

Ladies and Gent lemen:

SuPm j 
!!ed i !t .tJr i s= f epqrl are the resul ts of the June 30. 1989 actuar j al

va]uation of the School Tmployees Retjrement S

on which the valuat ion was based IJas
furn ished by your  Di rector  and h js  s ta f f .
.  Thei r  cooperat ion in  furn ish ing the mater ia ls  needed for  th is  va luat ion
is  acknowledged wi th  apprec ia t jon.

i n  mak ing  the  ac tuar ia l  va lua t ion  are  shown
in  tL .  Append ' i x  .o f . th is  repor t .  The f jnanc ia l  assumpt ions  fo r  Bas jc
Benefi ts were revised for the June 30, 1986 valuat ion; the assumed premiurs
for Health Care coverages are ch-ang-ed annually as premiums are cfringed-bi
health care providers (pages 42 & 43)

Your  a t tent ion is  d i rected par t icu lar ly  to :

C0MMENTS on pages 3A - 38.
F inanc ia l  Pr inc ip les on pages
Computed Employer Contr ibut ion
Short Condit ion Tests on pages

4-5;
Rates on pages 25 & 3I;
26 & 33;

Respectful  1y submitted,

GBS: c t

-2-



I
t
l
I
I
l- F*{AN'rAL pRrNcrpLEs

T
I
I
I
I
I
I
I
I
t
I
I
I



Genera l  F inanc ia l  Ob iec t ive .

employee ret i rement plan is to

COMI{ENTS

A sound general  f inancial  object ive for  any pub' l ic

es tab l i sh  and rece ive  cont r ibu t ions  wh ich .  exoressed

to  qenerat ion of  c i t izens.

In order to determine SERS present f inancial post ionand leve l  cont r ibut ion ra tes

for the future, annual actuarial  valuat ions are made.

Assumpt jons  concern inq  fu tu re  f inanc jaJ  exper iences  are  needed fo r  an  ac tuar ja l

va lua t jon .  These assumpt ions  are  es tab l i shed by  the  Board  a f te r  consu l t ' i ng  w. i th  the

ac tuary .

A  program o f  annua l  ac tuar ia ' l  qa in / loss  ana lys is  i s  in opera t ion ;  these  ana lyses

exper ience and ac tua lde termine the  re la t ionsh ip  be tween assumed f inanc ia l

exper ience,  fo r  each major  r i sk  a rea .
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Sta tu to ry  Emolover  Cont r ibu t ion  Rate . The 14% of pay

by SERS po ' l ' i cy  dec is ion as fo l lows:  to  Basic  Benef j ts ,

unfunded actuar ia l  accrued l iab i l i t ies  over  40 years,

the remainder  o f  employer  cont r ibut jons.

ra te  i s  now be ing  a l loca ted

the  ra te  wh ich  w i l l  amor t i ze

and to  Hea ' l th  Care  Benef j t s ,

BASIC BENEFITS

0n the bas is  o f  the 1989 va luat ion and the Basic  Benef i ts  and a l located cont r ibut . ion

rates then in  e f fect .  i t  is  our  op in ion that  the Basic  Benef i ts  por t ion of  SERS js

in  sound condi t ion in  accordance wi th  actuar ia l  pr inc ip les of  leve l  cost  f inanc jng.

Support ing information is on page 25 and on page 26.

-3A Left-
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HEALTH CARE BENEFITS

Act 290 of 1988. A program was establ ished to determine a minimum annual pay for

use in  ca lcu la t ing employer  cont r ibut ion do l lars  -  -  -  a  heal th  care surcharge.  Th is
program recognizes that the percent-of-payro' l l  costs of ful l  hea't th care benefi ts

are signif icantly higher for SERS because SERS member pays are sjgnif icani ly lower

than the member pays in other maior 0hio ret irement systems. Hinimum annua' l  pay for

each future year is to be determined by actuarial  valuat ion.

By SERS po l icy  dec is ion  such min imum annua l  pay  is  to  be

the  min imum leve l  percent  fund ing  method and (2 )  us ing  fo r

in f la t ion  the  same in f la t ion  assumpt jon  used fo r  va lu . ing  Bas icBenef i  t s .

has been ca' lcul  atedFor  the  year  beg inn ing  Ju ly  l ,  1989 such min imum annua l  pay

to  be  $8 ,400 .

The f jnanc ia ' l  deve lopment  o f  Hea ' l th  Care  Benef i t s  has  been cause fo r  con t jnu . inq

c0ncern

In i t i a l l y ,  beg inn ing  in  lg l4 ,  0 . l s% was  the  con t r ibu t ion

Hea l th  care  Benef i t s ,  and inc luded in  a  to ta ' l  Employer  Rate  then

cont r ibu t ion  ra tes  have been increased a t  var ious  t imes s ince

ca lcu la ted  (1 )  us ing

future heal  th care

rate establ  i  shed for

12.50%. Heal th Care

1974.  The increases

I

pages 42 & 43').

(  see

of the Health

general  pr ice

Care Benefi ts i f

in f l  a t ion.  Page

future heal th care

3l  has suppor t ing

The emPlover  cont r ibut ions now being a l located to  heal th  care benef i ts  are suf f jc ient

to  prov ide leve1 cost  f inanc ing

cost inf lat ion does not exceed

i nformati  on.

-38  R igh t -



Financial Princtples and 0perat ional Techniques of 0hlo SERS

Promises l,lade. and To Be Pald For. As each year is completed, SERS in effect hands

an "IOU" to each member then acquir ing a year of service credit  --  the "IOU' says:
'The School Employees Retlrement System of Ohio owes you one year's worth of

retirement benefits, payments In cash comenclng when you qualify for retirement.'

The related key f inanclal ouestlons are:

l.lhich oeneration of taxoavers contributes the rnonev to cover the I0U?

The oresent taxoavers, who receive the benefi t  of the member's present year of

servi ce?

0r the future taxoavers,

I
I

I
I

,i

I
i
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demand,.  years and of ten

who happen to be in Ohio at  the t ime the IOU becomes a cash

decades I  ater?

The law qovern ino  SERS f inanc inq  in tends  tha t  th is  vear 's  taxpavers  cont r ibu te  the

monev to  cover  the  I0Us be inq  handed ou t  th is  vear . By fo l lowing th is  pr inc ip le ,

the emolover  cont r ibut ion ra te wi l l  remain approx imate lv  leveJ f rom oenerat ion to

qenerat ion - - -  our  ch i ldren and our  grandchi ldren wi l l  cont r ibute the same percents

of act ive payrol l  we contr ibute now.

(There are systems whlch have a design for deferr ing contr ibut ions to future

taxpayers, lured by a 
' lower 

contr ibut ion rate nor and putt ing aside the consequence

that the contribution rate must then relentlessly gror nuch greater over decades of

t ime -- consume now and let your chi ldren face your f inancial pol lut ion after you

ret i  re. )

An Inevltable by-product of the level-cost design is the accumulat lon of reserve

assets for decades and the income produced when the assets are Invested. Invested

assets are a bv-oroduct and not the obiect ive. Investment income becomes in effect

the 3rd contributor for benefits to emp'loyees and is inter'locked with the

contribution amounts required from employees and employers.

-4 Left-
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Translated to actuarial  tennlnology, this level-cost object ive means that the con-

tr ibut lon rates must total at least the fol lowing:

Current Cost (the cost of members' serylce being rendered this year)

. . .  p lus  . . .

Interest on Unfunded Accrued Liabi l i t ies (unfunded accrued l iabi l i t ies are the

difference betreen: liabllit ies for service already rendered; and the accrued

assets of SERS). .

Comoutinq Contr lbut lons to Suooort Fund Benefi ts. From a glven schedule of benefi ts

and from the employee data and asset data furnlshed hinr, the actuary deternrines the

contr ibut ion rates to support the benefi ts, by means of an actuarial  valuat ion and

a fundinq method.

An actuarial  valuat ion has a number of ingredients such as: the rate of invest-

nent return which plan assets wi l l  earn; the rates of withdrawal of act ive members

who leave covered employment before qual i fying for any monthly benefi t ;  the rates

of  nror ta l i ty ;  the ra tes of  d isabi l i ty ;  the ra tes of  pay increases;  and the assumed

age or ages at actua' l  ret irement.

In making an actuaria' l  va' luat ion, assumptions must be made as to what the above

rates wi ' l l  be, for the next year and for decades in the future. The assumptions are

establ ished by the Retirement Board after consult ing with the actuary.

Reconci l ino Dif ferences Between Assumed Exoerience and Actua' l  Exoerielce. 0nce

actual experience has occurred and been observed, l t  wi l l  not coincide exactly with

assumed experience, regardless of the rlsdom of the assumptlons or the sktll of the

actuary and the mil l lons of calculat ions he nrade. The future can be predicted with

considerable but not 1007 precision, except for lnf lat ion which defies rel iable ore-

d i  c t i  on.

SERS copes with these contlnually changing differences by havlng annual actua-

r ial  valuat ions. Each actuarial  valuat ion is a conrplete recalculat ion of assumed

future experience, .taking into account all past differences between assumed and

The result  ls continulno adiustments ln f lnanclal oosit lon.

l
T
I

actual experlence.

-5 Right -
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CASH BENEFTTS LINE. This relentlessly increasing line is the fundamental reality of retirement plan

financing. It happens each time a new benefit is added for future retirements (and happens regardless of

the design for contributing for benefits).

LEVEL CONTRIBUTION LINE. Determining the level contribution line requires detailed assump-

tions concerning a variety of experiences in future decades, including:

Economic Risk Areas

Rates of investment return

Rates of pay increase

Changes in active member group size

Non-Economic Risk Areas

Ages at actual retirement

Rates of mortality

Rates of withdrawal of active members (turnover)

Rates of disability
-6 Left-
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E. + l lathematical lv combinino the assumotions. the fundinq rnethod. and the data

F. - Deternlnat ion of:

P lan f inanc ia l  oos i t ion and/or

l lew Emolover Contr ibut ion Rate

THE ACTUARIAL VALUATION PROCESS

The f inancino dlaqram on the opposite page shors the relat ionship between the two

fundamental lY dif ferent ohi losoohies of oavino for ret irement benefi ts: the method

where contributions match cash benefit payments (or barely exceed cash benefit pay-

ments'  as ln the Federal Social Securl ty program) and ls thus an lncreasinq contr i-

but ion method; and the level contr ibut ion nrethod, rhfch equal lzes contr ibut ions

between the generations.

The actuarial  valuat ion is the mathematical process by rhich the level contr i-

but ion ra te is  determined,  and the f low of  act iv i ty  const i tu t ing the va luat ion may

be summarized as fol lows:

A. Covered Person Data, furnished by plan administrator

Ret i red l ives now receiv ing benef i ts

Former employees with vested benefi ts not yet payable

Active employees

B.  + Asset  data (cash & investments) ,  furn ished by p lan admin is t ra tor

C.  *  Assumot ions concern inq fu ture f inanc ia l  exoer iences in  var ious r isk  areas,

which assumptions are establ ished by the Board of Trustees after consult ing

with the actuary

D. + The fundinq method for employer contr ibut lons (the long-tenn planned pattern

for employer contr ibut ions)

-7 Right -
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Retired members and survivors included in the valuat ion totaled 45,675. The 42,612
ret irants and survivors of ret irants as of June 30, 1989 were receiving annual benefi ts
to ta l ing $157,959,905 f rom the Annui ty  and Pension Reserve Fund.  The 3,063 surv ivors
of deceased act ive members as of June 30, 1989 were receiving annual benefi ts total ing
$9,865,603 from the Survivor Benefi t  Fund.

Schedule l .
Annuity and Pension Reserve Fund

Retirants and Beneficiar ies June 30, lg8g
Type of Benefit, Annual Amount

and Basic  Benef i t  Actuar ia l  L iab i l i t ies

Base H.B.  204 Post -Ret i re .
Grouo Number Al lowances and 284 Increases

Current Actuari  al
Tota ' l  $  L iab i l i t ies*

Men
hfomen
Total  s

l-len
l,lomen
Total  s

4 ,952
19 .554
24 ,506

6,  lg5
4.400

1 0 ,  595

SUPERANNUATION RETI REMENT

Stra jgh t  L i fe  A l lowance -  Benef i t  Terminat ing  a t  Death

83.8% 0.8% t5.4%
85.0 0 .8  t4  .z

Opt ion I I  A l lowance -  Jo in t

88.  I  0 .3  11 .6
89.2  0 .1  10.7

Opti  on I  I  I  Al  I  owance -  L i  fe Benef i  ts l ,J i  th Guaranteed

$2 1 ,875,  640
57 .81 5 .  762
79,692,402

and Surv ivor  Benef i ts

35,900,311
13.835.074
49,635,395

$ I 58, g28,og2
579.81 8 .8s7
748,  646,  g4g

417,496 ,954
167 .642 .888
585 ,139 ,742

Per i  ods

l4en 758
l,lomen 954
Tota l  s  1 ,712

Allowance to Survivor Beneficiary of Deceased
l lho Elected Option I I  -  Li fe

3,061 ,229 24 ,17 6  ,064
2.556.806 25.607.338
5,619,035 49,793,40?

Superannuation Reti  rant
Eenefi t

81 .6
82.3

0.8
0.8

17 .6
16.9

Men 317
l,lomen 2.147
Tota ls  2 ,464

Al I owance

79.4
78.7

3.1
1.9

17.5
19.4

15.  l
18 .7

570,000
5.  I  l3  .027
6,693,027

3,863 ,265
55.  688.882
59 ,552 ,  147

to Survivor Beneficiary
t lho Elected 0ption I I I

of Deceased Superannuation Retirant- Guaranteed Period Only

l'len 35
I'lomen 96
Total s l3l

84.9
8t.2

0.0
0.1

105,234 469,526
370.  205 I  .347.51 I
475,439 I ,916,137

and lump sum death benefi t .

(Schedule I  completed on page 9) -8 -
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Schedule l .  -  completed

Annuity and Pension Reserve Fund

Retirants and Beneficiar ies June 30, l9g9

Type of Benefit, Annual Amount

and Easic  Benef i t  Actuar ia l  L iab i t i t ies

Group Number Al ' lowances

Tota'l for

86.2%
85.  I

Current
Total  $

Be ing  Pa id

$  6 l ,413 ,414
80.  690.  874

142,104,299

Actuar i  a l
L iab i l  i t ies*

$ 614 ,932 ,901
830 .105 .576

I ,444 ,939 ,377

and 284 Increases

Superannuat i  on A' l  I  owances

l{en 12,257
hlomen 27.  151
Tota ' l  s  39,408

0.5%
0.8

13.3%
14.  I

DISABILITY RETIREHENT

stra ight  L i fe  A l lowance -  Benef i t  Terminat ing at  Death

l ' l en  1  ,218 86 .3
t lomen 1 .986 86 .0
Tota ' l  s  3 ,204

0.4  13.3
0.5 r3.5

gg,715,322
86.  204.  305

17 4 ,9 Ig  ,627

TOTAL BENEFITS BEING PAID FROM ANNUITY AND PENSION RESERVE FUND

l' fen 13,475 86.2
l,lomen 29.137 85.2
Tota' ls 42,612

69 , 9g6, 2gg 703 , 549, I  23
,97.973.617 916.309.881
157,959,905 I ,619,959,004

0.5
0.7

13.3
14.  I

* Includes al lowance and lump sum death benefi t .

Post - Ret i re .

9,572,974

-9 -
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Schedule 2.

Annuity and Pension Reserve Fund

Retirants June 30, 1989

Current Annual Total $ By Attained Ages

Attalned
Aqes

2s-29
30-34
35-39
40-44
45-49

50-  54
55-59
60-64
6s-69
70-74

75-79
80-84
85-89
90-94
95-99

100

t0 l
t02
103
104
105

Suoerannuat i  on
Annual

No. Tota' l  $

ta

7 115,333

102 I ,606,430
435 5 ,093,674

5,551 23,794,239
10,071 39,963,935
9,037 3 l ,023,896

6,394 lg ,g3g,32g
3,303 9 ,210,320
I ,318 3 ,507,965

451 I ,304,133
122 357,314

I  40,665

5 15,108
? 8,785
3 5,217
5 19,617
3 12,893

No. Total  $

z , 27,203
15 135,380
50 544,923

102 859,887
183 1 ,255,537

365 2,246,041
504 3,2L9,977
778 3 ,636,182
610 2 ,492,350
330 989,303

u5 302,785
41 105,973
7 lg ,  lg5
I  10,081

Total $

i  27,?A3
135,380
544,823
869,887

I  ,371 ,870

3,852 ,  47 1
8,313,551

27 ,430,421
42,455,295
32,013,  199

19,142,113
9,316,  l93
3,527,060
1 ,314,214

367,314

{0,  555

l5 , log
9,795
5,217

lg ,617
l2,gg3

4,633
7,459
4.979

150,801, f3g

2
l5
50

t02
190

I
3
?

I
3
2

467
1 ,039
6,329

l0 ,681
9,367

6, 500
3,344
I  ,325

452
t22

8

.5
2
3
5
3

4,633
7,469
4.978

Tota ' ls  35,813 134,945,822 3,204 15,855,617 40,017

Disab i l i t

-10-



-lfri,uaT-
No.

2

3
2
5

I5
34

40
l5
I

I
I
I
I
I
t
I
t
l
I
I
T
I
I
t
I
I
I
t

Schedule 3.

Annulty and Pension Reserve Fund

Survivors of Retirants June 30, lg89

Current Annual Total $ By Attalned Ages

L i fe  Annui t ies
Annual

No. Total $

I  $  2 ,629

? 9 ,460
| 674
5 3 ,050
6 25,660
8 7 ,414

14 47,499
19 7 l ,051
49 164,994

163 628,179
394 I ,203,301

5 l  I  1 ,600,042
551 1,329,217
37t  864,523
175 {66,759
77 218,986

16 38,516
I 9s3

Per iods Cer ta in
Attai  ned

Aqes

Under 20

20-24
?5-29
30-34
35-39
40-44

45-  49
50-  54
55-  59
50-54
65-69

70-74
75-79
80-84
85-89
90-94

95-99
100

Total s

Total $ l lo. Total $

$5 ,654  3$  8 ,293

?
2
I
3
6

7,965 4
7,899 3
2,971 6
5,915 g

25,677 14

t62,t92 651
7 l ,687 566

464 372
175
77

17,325
8,572
5,  021

3 l  ,575
33,091

I ,762,234
1 ,400,904

864,987
456,759
218,986

2,247 17 49 ,7  46
2,524 ? l  73,595

l3,4 lg  54 l7g,4 l2
44,164 l7g 672,343

122,763 429 1,326,064

16 39,616
I 953

2,464 6,693,027 l3 l 175,439 2,595 7,159,{56

-11-
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Schedule 4.

Survivor Benefi t  Fund

Beneficiar ies June 30, l9g9

Annual Amounts and
Bas ic  Benef i t  Ac tuar ia l  L iab i l i t ies

t
I
I
I
I

.  ,  % of  Cu[re?t ,Tota l  $
Basic H.B.204 po-ai l i - f f i  current ActuarialGroup Number A] lowances and zea in i re i i . r  Tota l  $  L iab i l i t ies*

Benef i ts  Be ing  Pa id  From Surv ivor

l ' len 780 BT.9% O.!7, lZ.O%
!oT.1 ?.2s3 82.s 0.6 io:a'
Tota l  s  3 ,063

Benef i t  Fund

$ 1  ,973 ,399
7.892.2A4
9,965 ,603

$ 1  5 ,  669,  550
60 .845 .  787
76 ,514 ,337I

I
t
t

*  Inc ludes  a ' l l owance  on ly .  A lso  inc ludes  l i ab i l i t i es

out  who are  no t  represented  in  o ther  s ta t i s t i cs  on

fo r  bene f i c ia r ies  in  b lack -

th is  page .

I
I
I
I
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Schedule 5.

Survlvor Benefit Fund

Survivors of Deceased Actlve ilembers June 30, tg8g

Current Annual Total $ By Attained Ages

Attained Annual
Aqes No. Total  t

Under 20

20-24
25-29
30-34
35-39
40-{4

45-49
50-54
55-59
60-64
65-69

70-74
75-79
80-84
85-89
90-94

95-99

Total s

29 t  96,990

l0 55,658
6 34,791

18 125,938
32 185,908
50 320,596

73 351,784
t24 547,357
228 947,472
431 1,412,260
621 1,914,322

577 1,627,966
427 l ,0g l ,321
276 679,015
t08 316,830
35 136,886

7 2g.7lg

3,063 9,965,603

-13-
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Active members lncluded ln the

payro l l  to ta l  ing $1,055,418,{90.

provide some detail from the data

valuatlon totaled 91,778, lnvolving an annual

The schedules below and on the fol lowing 4 pages

on active nembers.

Active llembers in Valuation June 30, 1989

Grouos

l,len
tfomen

Total s

llumber

24,48?
67.296

91,778

Annual
Pavrol I

$  f09,578,601
645.839.889

1 ,055,  4  18,  490

Average
Pav

$15,730
9,597

l  l  ,5oo

Reoor t ino of  act jve members.  The persons inc luded as act ive members in  th is

June 30, 1989 valuat ion are those who had 4 or more nronths of credit  during the

year and were l isted as act ive in SERS records. These 92,072 persons are a

reasonable approximation of the persons covered during the year ended June 30;

excl uding the summer months of Ju' ly and August. The SERS act ive members

contr ibut ing dur ing a month ( ignor ing Ju ly  and August )  ranged f rom a h igh of  92,987

(March) to a low of 87,854 (September).  l ' lembers who SERS expects to ret jre from

another 0hio System lrere excluded, reducing the act ive group to 91,779.

AIso lnc]uded ln the va' luat ion were 7,225 lnact lve members el lglble for deferred

ret irement al lowances ( lncluding 610 uhose ret lrement appl lcat ions were pending at

June 30), and inact ive members el igible for a contr ibut ion refund only ( including

36,757 who had completed I or more years of employment before terminating).

- t4-
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97

128

33
28
42
23
t6

23
t14
253
419

86
t02
13l
98
74

60
40
23
2l
2 l

32

r55
90
52
54
42

79

t75
1,227 9?
I ,538 686

I
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Schedule 6.

School Employees Retirement System of 0hio

T0TAL Active liembers as of June 30, 1989

By Attained Age and Years of Service

Attained
Aqe

Under 20

?0-?4
25-29
30-34
35 -39

40-44
45-49
50-54
55-59

50
6l
62
63
64

65
66
67
58
59

70 & Over

108

1,779 90
3,913 I ,147
6,127 2,347
7,815 3 ,068

5,565 4 ,124
3,835 3 ,2og
2,722 2 ,325
I ,997 I ,691

337 28s
324 302
229 220
185 178
168 183

t22 109
106 73
92 47
62 39
61 45

118 69

2,615 925
3,  534 2,022
3,175 ? ,807
2,249 2 ,749

437 324
318 303
228 294
199 2t7
t4 l  160

105 157
78 l3 l
67 53
47 69
36 40

80 7 l

108 $

1,869
5,235
9,  793

l3  ,  l59

14,519
l3 ,240
l? ,793
l l ,?62

1,914
1,732
| ,4?7
I , l l0

939

614,  169

15,091 ,  525
59,  169,  132

108,437,405
136,569,947

1 57,659,349
1 53 , 997, 526
157,236,018
142,  163,749

25,  157,914
22,859,399
1 9,  344 ,  834
14,853,028
l  l  ,62g,  go7

9,662,623
5,328,  l0 l
3 ,  709,853
3,342,  265
2,929,641

4,744,115

Total s
ffi

l{0. Payrol I

32

265
5il

1  ,414
2,030

4t2
35s
283
209
197

2t  730
l4 532
18 35?
t?  314
t5 260

41 490

Tota ls  35,667 19,551 15,250 11,099 6 ,211 l , t l97  503 91,778 1 ,055,418,490

l lhi le not used in the f inancial computat ions, the fol lowing sroup averaqes

are computed and shown because of their general lnterest.

Age:  45.2 years.

Serv ice :  8 .5  years .

Annual  Pay:  t l l ,500.

Val uat ion

-15-



t8
l3
I
5
6

8

64
66
50
37
42

l8
t8
6

l l
9

l8

107
736 55
64t  394

483 352
388 307
424 275
457 353

118 54
69 68
78 68
66 46
55 29

t
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Schedule 7.

School Employees Retirement System of 0hio

IIALE Active llembers as of June 30, 1989

By Attained Age and Years of Service

Attained
Aqe

Under 20

20-24
25-29
30-34
35-39

40-44
45-49
50-  54
55-  s9

60
6l
62
63
64

65
66
67
68
69

70 & 0ver

43

789 4t
I ,464 705
1,596 I ,014
1,437 862

I ,130 g l4
939 615
915 626
891 645

t77 136
t8 l  l2 l
t24 I l5
102 99
100 95

7t 64
65 34
52 2r
33 t8
41 27

74 47

l 9

145
235
301
322

l3
7 t

t77
173

35
25
45
25
l4

Total s
ffi

No. Payrol l

43 $ 267,619

930 7,507,267
2,276 3 l  ,  g5g,  133
3,401 56,717,47?
3,353 59,962,057

2,937 54,471,763
5 2,562 46,212,025

6 l  2 ,790 49,290,657
92 2 ,933 50,795,245

21 605 10,909,325
l5  545 g ,5 l0 ,g l7
t8  4gg 9 ,469,512
l0 395 6,57?,269
l0  346 5 ,  lgg ,243

l0 255 3,990,852
8 176 ?,599,222

l l  l2g  I ,502,133
4 gg I ,162,579
6 l  13 1 ,400,284

14 216 2,2l l ,916

37
2l
24
l3
l t

38

37
l7
6

l5
13

t7

Tota ls  10,225 6,100 31767 2,106 1,362 636 296 24,492 t l0g,57g,60l

t lhi le not used ln

are computed and

the f inanc ia l

shown because

computat ions, the fol lowing oroup averaqes

of their general Interest.

Age: {4.3 years.

Serv ice:  8 .2  years.

Annual  Pay:  $16,730.

-16-
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Schedule g.

School Employees Retirement

FEI.IALE Active llembers as of

By Attained Age and Years

System of 0hio

June 30, 1989

of Servlce

Tota'ls
Attalned

Aqe

Under 20

20-24
?5-29
30-34
35-39

40-44
45-49
50-  54
55-59

60
6l
62
63
54

65
a ao o
67
68
69

70 & Over

65

990 49
2,449 442 6g
4,531 I ,333 4g l
6,378 2,2A6 897

5,435 3 ,310 2 ,133
2,896 ? ,593 3 ,146
1 ,806 1 ,  699 2,751
I ,106 I ,046 1 ,792

150 t49 319
143 l8l 249
r05 105 150
84 79 133
58 88 85

573 120
I ,715 275
2,532 I , l l3
2 ,395 I ,709

270 348
235 289
226 233
l7 l  t72
131 155

t20 138
l l4  72
47 46
54 53
27 33

54 6t

65

I ,039
2,959
6,392
9,806

I  1 ,592
l0  10,678
36 10,013
36 8 ,329

12 1 ,309
t2  I ,186
?4 929
13 725
5 593

l1 475
6 355
7 224
8 2t5
9 t47

27 ?74

Yal uat i  on
Payrol I

$ 346,550

7,  584,  258
27,210,999
5 l ,719,933
77,607,890

103,  197,586
1 07 , 795, 501
107,945,361
91,368,504

l4,358,  589
l3 ,348,472
10,975,322
8,  280,  759
5,440,664

5,691 ,751
3,739,879
2,207,720
2,  179,586
I ,428,357

2,532,199

37
29? 33

51 45
41 39
40 26
29 2 t
20 l8

44 22

68
57
43
34
25

42

l0
43
76

246

5l
77
86
73
60

42
27
l5
l6
l5

24

Tota ls  25,442 13,451 12,483 8,993 4,849 861 217 67,?96 645,939,999

l lhi le not used ln the f inancial computat ions, the fol lowing qroup averaqes

are computed and shown because of their general interest.

Age:  45.5 years.

Serv ice:  8 .6  years.

Annual  Pay:  $9,597.

-17 -
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Schedule 9.

Schoo'l Employees Retirement System of 0hio

Active l ' lembers as of June 30, l9g9 by Annual payI
I
I
t
I
I

Annual Pav

Less  than $1 ,000

$1 ,000-$ l ,g9g

2 ,000  -  2 ,ggg

3 ,000  -  3 ,ggg

4 ,000  -  4 ,ggg

5 ,000  -  5 ,ggg

6 ,000  -  6 ,ggg

7 ,000  -  7 ,ggg

9 ,000  -  g ,ggg

9 ,000  -  g ,ggg

1 0,  000

1 2 ,000

1 4 ,000

l6 ,000

18,000

l l , ggg

l3 ,  ggg

l  5 ,  ggg

l  7,  ggg

19 ,9gg

24,ggg

29,999

over

20,000 -

25,000 -

30,000 and

Total s

N,qmber of Active ilembers
l.len tlomen Total

749  ? ,9?2  3 ,671

677 3 ,412 4 ,099

731  4 ,500  5 ,231

754  3 ,952  4 ,706

755  3 ,679  4 ,443

746  3 ,650  4 ,396

793  3 ,995  4 ,779

797 4 ,905 5 ,502

955  4 ,693  5 ,539

765  4 ,670  5 ,435

Port ion of
Total Number

Thi s
Grouo Cumu'lat ive

4% 4%

48

614

519

524

529

534

540

646

652

9

6

5

6

6

9

3

3

51

67

73

79

85

94

97

I00

I
I
I
I
I
I
I
I
t
I
I

1,165

942

I ,148

1 ,997

?,646

4,702

2,167

2.103

24,492

7,305

4,635

4,049

3,422

2,607

3,572

806

632

67,296

8,471

5,577

5,  lg7

5,409

5,  253

8,274

2,973

2.735

91,779

- 18-
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REPORTEO ASSETS

The accrued assets at June 30, 1989 were reported

bas i  s )  .

Fund

Annuity and Pension Reserve Fund
Survivors Benefi t  Fund
Employees Savings Fund
Employers Trust Fund

Total

VALUATION ASSETS

The va lue of  accrued assets  (cash & investments)
on a market related basis. The method used
unrecognized gains and losses (both rea l ized and
expected future payments for House Bi l ls Zg4
obta in  va luat ion assets .

* Fund balances wi l l  not add to total due to adjustments
made after system assets had been reported.

to  be  $2 ,455 ,238 ,361  (cos t

Amount

$1,901,516,994
I  18,773,300
627,076,A19

(  l9 l  .770.713)
2,455,239,361*

as of June 30, 1989 was determjned
recognizes 2A% of  the prev ious ly
unreal ized) .  The present  va lue of
and 204,  $5,207,235,  is  added to

Der ivat ion of  Valuat ion Assets

(a)  Cost  va lue June l9B8
(b)  Cost  va lue June 1989
(c)  Real  ized ga ins( losses)
(d)  Change in  cost  va lue net  o f  (c ) :  (b)  -  (a)  -  (c ) .
(e)  Valuat ion assets  June 1988
( f )  Pre l iminary va luat ion assets  June l9g9:  (d)  +  (e)
(g) t' larket value June 1989
(h)  Unrecognized gains( losses) :  (g)  -  ( f )
( i )  AdJustment toward market value: ( .20) t imes (h)
( j )  Tota l  va luat ion assets :  ( f )  +  ( i )
(k) Health reserve as I  of cost value assets
( l )  Heal th  care va ' luat ion assets :  ( j )  x  (k)
(m) Present value of H8284 and 204 contr ibut ions
(n)  Bas ic  benef i ts  va luat ion assets :  ( j )  +  (m)  -  ( l )

s2,240,799,191
2,455,  239,36 1

26,060,014
188,379,166

2,339,055,974
2,  526,445,  1  40
2,81 5 ,096,  954

2gg,55 l ,g l4
57,730,363

2,584,175,503
5.87t93

151,740,049
5,207,235

2,437,642,690

- 19-
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School Employees Retirement System of 0hio

0ut l ine of  Benef i t  E l ig ib i l i ty  and Amounts

BASIC BENEFITS

(out l ine last  changed 6/30/A9l

service ret irement. A member who ( i)  has attained age 60

years of total service credit ,  or ( i i )  has attained age 55

years of total service credit ,  or ( i i i )  has 30 or more

credit ,  may ret ire with a service ret irement al lowance.

years and has 5 or more

years and has 25 or more

years of total service

Fina] averaqe salarv ("FAS") means the average of  the annual  earnings for the 3

h ighes t  years  o f  compensat ion .

Serv ice re t i rement  a l lowance.  A ret i r ing member 's  serv ice a l lowance is  equal  to

the greater  o f  $86,  or  Z. l% of  FAS (ef fect ive

is  then adjusted by factors  based on at ta ined age

i n the fo'l ' l owi ng schedu'l e:

Years of
Total Service Percentage of

Credit  Base Amount

to ta l  0h io  serv ice cred i t  t imes

0ctober l ,  1988) .  The al I  owance

or  years of  serv ice as determined

Attai ned
Bir thdav 0R

58
59
60
6l

62
63

64
65

l,laximum allowance is 90% of FAS.

25
26
27

28

29

30 or more

757,
80
85
88
90
9l
94
95
97

100

Disabi l i tv ret irement. Upon becoming permanently disabled, after complet ion of at
least 5 years of total service credit ,  but before attaining age G0, a member wi l l
rece ive a d isabi l i ty  a l lowance computed in  the same manner  as a serv jce a l lowance

for a 65 year old, based upon the service the member would have had i f  he remained

in employment to age 60. l ' laximum al lowance is 75% of FAS, minimum al lowance is 30%
of FAS.

-20-



I
I
I
I
I

Death whi le  e l io ib le  to  re t i re .  I f  a  member d les ln  serv ice af ter  becoming

el lgible to ret ire r i th a service al lowance and leayes a surviving spouse or other

sole dependent beneficiary, the survivor receives the same amount that would have

been paid had the member ret lred the last day of the nonth of death and elected the

100% joint and survivor form of payment.

Survivor (death-ln-servlcel al lowances. Upon the death of a member r i th at least

I  l /2 years of 0hio service credit  and r i th at least l /4 year of 0hio contr ibut ing

service credlt  within the 2 l /2 years prlor to the date of death, the fo' l lowing

al lowances are payable:

(a) Spouse without dependent chi ld: A monthly al lowance, commencing at age 62, or

age 50 i f  the deceased member had l0 or more years of Ohio service credit .  Al low-

ance equals ?5% of the deceased nember's FAS. i l inimum monthly al lowance is g95, or

$105 i f  deceased member had I0 or more years of Ohio service credit .  Al ' lowance

terminates upon remamiage before age 62.

(b) Spouse with dependent chi ld: An al lowance of 4Aq,o of FAS is payable to the

spouse of  a  deceased member whi le  car ing for  I  dependent  ch i ld ,  wi th  a  min imum

monthly a' l lowance of $186. A' l ' lowance is 507. of FAS i f  2 dependent chi ldren, or SS%

of FAS i f  3 dependent chi ldren, or 60% of FAS i f  4 or more dependent chi ldren.

l l in imum month ly  a l lowance is  $235 for  2  or  more ch i ldren.  A dependent  ch i ld  is

defined to be an unmarried chi ld under the age of 18, or ZZ i f  attending an

approved school.

(c) Orphans: A monthly al lowance payable to each orphan chi ld of the deceased

member rho is unmanled and under the age of 18, or 22 lf attending an approved

school. Allowances equal 257 of the deceased member's FAS for I child, an equal

share of 401 of FAS lf there are 2 children, an equal share of 50t of FAS lf there

are 3 children' an equal share of 55% of FAS lf there are 4 children, or an equal

share of 60% of f inal average salary i f  there are 5 or more chi ldren. l { inimum

monthly al lowance . ls t96 for I  chi ld, $lg5 for 2 chl ldren, and $236 for 3 or more

ch i ld ren.

I
I
I
I
I
I
I
I
I
I
I
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(d) Dependent parent 's al lowance: A monthly al lorance ls payable to a dependent

parent age 55 or more (earl ier l f  mental ly or physlcal ly incompetent) tho received

at least one-half  support from the member during the 12 month perlod immediately

preceding the member's death. Allowance equal s 25?,, of FAS for I parent with a

minimun monthly allowance of $95, and 401 of FAS shared equally for Z parents with

minimum monthly al lowances total ing $96. I f  there are other qual l f ied

beneficiar ies, a dependent parent recelves a share of a total al lorance lndlcated

as ln (b) above counting al l  qual i f ied beneflciar les.

Death after ret lrement benefl t .  A t5O0benefi t  ls paid upon the death of each

ret irant,  a survivor a' l lowance (describedret i rant .  Upon the death of  a  d isabi l i ty

ear l ie r )  i s  pa id .

Post - re t i rement  increases.

Annua' I .  Each Ju ly  a f ter  June 30,  l97 l  or  the annual  anniversary  estab l ished

12 months af ter  the in i t ia l  date of  re t i rement ,  each a l lowance is  increased to  be

equal  to  the in i t ia l  a l lowance increased by 3.M for  each completed year  o f  re t i re-

ment ;  prov ided,  the increased a l lowance cannot  exceed the in i t ia l  a ' l lowance

adjusted for  increases in  the Consumers pr ice Index.

One t ime. Effect ive October l ,  1988 members who ret ired prior to FebruarJ l ,  lgg3

will receive a 2% increase and members who retired from February l, l9g3 to

September 1988 wil l  receive a 5i lncrease.

Deferred benefi ts. I f  a member r i th at least 5 calendar years of contr ibut ing ser-
vlce credit  leaves service before being el igible for an lrmediate nonthly al lowance

and does not rlthdraw any part of hls accumulated contrlbuilons, he yill be
entitled to a deferred allowance at age 60. The amount of the allowance ls based

on his credited service and f inal average salary at terninat ion of employment.I
I
I -22-
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l ' lember contr ibut ions. Each member contr ibutes 8,75% of his pay ( increasing to 9%

ef fect ive Ju ly  l ,  1989) ,  by payro l l  deduct ions.  Th is  ra te  was estab ' l ished by the

Board of Trustees effect ive July l ,  1989. The maximum statutory rate is 10%.

Refund of members'  accumu'lated contr ibut ions. In the event a nember leaves service

before any monthly benefits are payable on hi s behal f, hi s accumu'l ated

contr ibut ions are refunded upon appl lcat ion.

Emolover contr ibut ions. Employer contr ibut ions are expressed as percents of member

covered payrol '1. The maximum statutory rate is 14?6. In addit ion, effect ive

July l ,  1988, employers wi ' l l  pay a health care surcharge for any member whose

annual  pay is  less than a min imum pay,  determined by actuar ia l  va luat ion.  The

surcharge is equal to 14% of the dif ference between the minimum pay and the

member'S payr and then subject to pro-rate for part ial  service credit .  For the

year  beginn ing Ju ly  l ,  1989 the min imum annual  pay is  $8,400.

-23-



Comouted ac tuar ia l  accrued l lab l l l t ies

va l  ua t ion .

are one of the results of the actuarial

Actuari al

Al I  ocat lons

Schedule 10.

BASIC BEIIEFITS

Accrued Llabi l i t ies June 30, 1989

Uslng Entry Age Actuarial Cost llethod

present ret irants and survivors

Entry Age
Actuari  al

Accrued Ll ab' l l  i  t i  es

$ l  ,  696 ,37 2,341

i lonthly benefi ts and refunds to present inact ive
members 5 l ,195,160

I
t
I
I
I
I
I
I
I
I
I
I
I
t
I
I
I
t
I

Service a' l lowances to present act ive members

Disabi l i ty  a l lowances to  present  act ive members

Death-after-ret irement benefi t  ($500) on behalf
of present act ive members

Surv ivor  benef i ts  on behal f  o f
present act ive members who die before ret ir ing

Refunds of member contr ibut ions of present
active members

Eenefits for present active members

1,779,444,779

49,697,905

I ,  584, 793

48,153,271

32.337.  I  I  7

I ,910,207 ,765

Entry Age Llabilit ies For Present Covered persons 3,657,775,266

Valuation Assets 2,437,642,690

Liabi l i t ies to be Covered By Future Contr ibui lons 1,220,132,  576

-24-



I
I
I
I
I
I
t
I
t
I
I
I
I
t
I
I
I
t
I

The Employer Contr lbut ion Rate for Baslc Benefi ts has been establ ished by the Board

as nonnal cost plus a 40 year amort izat ion of unfunded actuaria' l  accrued

l iab i l l t ies .  P lease see page 46 for  graph showing re ' la t ionship between' leve ' l  cost

f inancing and amort izat lon periods.

Schedule l l .

BASIC BENEFITS

COI'IPOSITION OF EI'IPLOYER CONTRIBUTION RATE

Establ ished By Statute & Board Action

June 30,  1989

Contr ibut ions For

Normal cost:
Servi ce a' l  I  owances
Disab i l i ty  a l lowances
Surv ivor  benef i ts  (SB Fund)
$500 death benefi t

Total

i ' lember contri buti ons:
Less: Future refunds
Avai lab le  for  a l lowances

Employer Normal Cost

Unfunded Accrued Llabi l  i t ies
l l inimum level I  f inancing
Additlonal amount to fund over 40 years

Total

Contr ibut ions Expressed as
Percents of Pavrol ' l

t0 .31%
0.78
0.55
0.02

1 l  .67

9.00
2.?2
6.  78

4.89

EI,IPLOYER CONTRIBUTION RATE
ALLOCATED TO BASIC BENEFITS 9.72

-25-
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SHORT CONDITION TEST

If the contr ibut ions to SERS are level ln concept and soundly executed, the
System wil l  gav al l  oromlsed benefi ts when due --- the ult imate test of f lnancial
soundness. Test ing for level contr ibut ion rates ls the lono-term test.

A short condit lon test is one neans of checking a system's progress under i ts
funding program. In a short condlt lon test,  the plan's present assets (cash and
lnvestments) are compared rlth:

l) Active nember contribuilons on deposlt;
2) The l iabi l l t les for future benefi ts to present ret lred l lves;
3) The l labl l l t les for servlce already rendered by act lve nembers.

In a systen that has been fol lowing the dlsclpl ine of level percent of payrol l
f lnanc lng,  the l iab i l t t les  for  act lve nember  cont r lbut lons on deposi t  ( ' l iab i l i ty  1)
and the l iab i l i t ies  for  fu ture benef i ts  to  present  re t i red l ives ( l iab i l i ty  2)  wi l l
be ful ly covered by present assets (except in rare circumstances). In addit ion,
the l iab i l i t ies  for  serv ice a l ready rendered by act ive members ( l iab i l i ty  3)  wi l l
be part ial ' ly covered by the remainder of present assets. The larger the funded
por t ion of  l iab i ' l i ty  3 ,  the s t ronger  the condi t ion of  the System. L iab i l i ty  3
being fu l ly  funded is  rare.

Schedule  12.

BASIC BENEFITS

Shor t  Condi t ion Test

I
I
I
I
I
I
I
I
I
I
I
I
I
t
I

(2)
Reti red

t82e $
909

l ,0 l l
I ,126
I ,  l0 l

1,228
1 ,341
1,462
1,513
I ,696

Present llembers
(Employer Financed

Port ion of Accrued
Liab i l i t ies

Covered bv Assets
n) rzL -GU

Val uat i  on
Assets

$ l ,  l l6
l ,z2l
1 ,390
1,564
1,56f

l ,7g l
2,007
2,?As
2,203
2,439

967
1,03{
I ,134
1,217
I ,335

100%
100
100
100
100

t00
100
100
100
100

96r
96
98

100
t00

100
100
100
100
100

M
0
0
I
3

8
l4
l5
9
9

568
726
759
8{6
888

*

#

Comouted Actuar ia l  Accrued L iab i l  i t ies
(3)

( l )
l'lember

June 30 Contr.

1982 t324
1983 352
1984 396
1985 {33
1985* 433

1986 f75
1987 524
1988 577
1988# 577
1989 627

Revised f inanclal assumptions.
Legis la ted benef i t  incrbases.

L lves Por t ion l
($  ln  l , l i l l ions)

-26-



PENSION BENEFIT OBLIGATION
. EASIC BENEFITS .

The amount shown below as the "pension benefi t  obl iqat iono is a standardjzed
disc' losure measure of the oresent value of oension benefi ts, adjusted for the
effects of proJected salary increases, est imated to be oavable in the future as a
result of emplovee servlce to date. IlSgaSgIg is the actuarial present value of
credited projected benefi ts and is intended to ( i l  helo users assess the olan's

fundino status on a goinq-concern basis. ( i t )  assess progress being made in
accumulat ing suff ic ient assets to pay benefi ts when due, and ( i i i )  al low for
comparisons among public employee retirement plans. I!.@g is indeoendent of
the actuarial  fundino method used to determine contr ibut ions to the olan.

The pension benef i t  ob l igat ion r tas determined as par t  o f  an actuar ia l  va luat ion of
the p lan as  o f  June 30,1989.  S ign i f icant  ac tuar ia l  assumpt ions used in
determin ing the pension benef i t  ob l igat ion inc lude (a)  a  ra te of  re turn on the
investment of present and future assets of 9.5% per year compounded annual ly for
the period July I ,  1989 through June 30, l99l and 7,5% per year thereafter,
(b) proJected salary increases of 4.5% per year compounded annual ly, attr jbutable
to jn f la t ion,  (c)  addi t ional  pro jected sa lary  increases ranging f rom 0,0% to 3.0%
per  year  a t t r ibutab le to  senior i ty /mer i t ,  vary ing by age,  and (d)  the assumpt ion
that ret irement benefi ts wi l l  increase 3% per year after ret irement.

At  June 30,  1989,  the pension benef i t  ob l igat ion v{as $3,346,562,825,  determined as
fol I  ows:

Pension Benef i t  Obl  igat ion:

Reti rees
Survivors current ' ly receiving
Terminated employees not yet

I
I
I
I
:

I
l

I
t
I
I
I
I

Current employees --

Accumulated employee contr ibut ions lncluding
al located investment income

Employer financed - Vested

Employer financed - Non-vested

Tota l  Pension Benef i t  Obl igat ion

$ l ,619,858,004
benef i ts  76,514,337

receiv ing benef i ts  51,195,160

627,076,019

919,454,  1  19

52.465.187

3,346,562,826

I
I

T,
I

I

I
I
I
I
I

During the year ended June 30, 1989 the plan experienced a net change of
$329 '475,811 in  the bas ic  benef l ts  pens ion benef i t  ob l igat ion.  0 f  that  change,  $0
was attr ibutable to amendments and $0 was attr ibutable to changes in assumptions.
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CoNTRIBUTIoNS REQUIRED AND CoNTRIBUTIONS I4ADE

- BASIC BENEFITS -

Employer contr ibut ion rates are set by Act of the state Legislature.
The adequacy of these rates is checked annual ly by actuarial  valuat ion. The

actuarial  funding method used in making these actuarial  valuat ions is the entry age
actuarial  method; unfunded actuaria' l  accrued l iabi l i t ies are amort ized as a level
percent of the act ive member payrol l ,  over the period of future years whjch
produces the statutory employer contr ibut ion rate. Assuming the amort izat jon
period is reasonable, the employer contr ibut ion rate so computed, expressed as a
percent of act ive member payrol l ,  is designed to accumulate suff ic ient assets to
pay benefi ts when due.

The most recent completed actuarial  valuat ion was
June 30,  1989.

based upon data as of

Dur ing the year  ended June 30,  l9g9 cont r ibut ions to ta l  ing $202,67g,430
$104,772,9?0 employer ,  $96,818,734 employee and $1,0g6,776 f rom the State _-  were
made in accordance with contr ibut ions determined by State Statute. The employer
contr ibut ions cons is ted of  $48,011,878 for  normal  cost  and $56,761,042 for
amort izat ion of  the unfunded actuar ja l  accrued ' l iab i l i ty .  

Employer  cont r ibut ions
represented 9.58% of covered payrol l .

S ign i f icant  actuar ia l  assumpt . ions used to  compute
the same as those used to compute the standardized
ob ' l iga t ion.

contr ibut ion requirements were
measure of  the pension benef i t

F i  sca l
Year
6 /30

I 985
r986
1987
1988
I989

Emplover Contr ibut ion Comparative Schedu' le

Va] uat i  on
Date
6/30

1984
1985
1986
1987
1988

Contr ibut ion Rates
As Percents of

Val uat i  on Pavro' l l

8 . t2%
8.13
9.00
9.00
9.58

Val  uat ion
Pavrol I

1737,375,080
804, 230,073
869, I  11,274
931 ,395, gg7
981 ,937,995

Dol lar  Contr ibut ion
For Fi sca' l  Year

$ 75,682,790
87,450,445
84,047,360
96,793,  157

704,772,920
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School Employees Retlrement Systern

Out l ine of  Benef i t  E l ig lb t l i ty  and

HEALTH CARE BEIIEFITS

of  Ohlo

Amounts

(outline last changed 6/30/88)

Health Care Insurance. l0 years of servlce credlt  requlred. Health lnsurance pre-
miuns are pald on behalf  of each qual i f ied Indlvldual receiving a monthly al lowance
from SERS' qual l f led survlvor of deceased ret lrant or qual i f led survivor of
deceased employee. Eeglnnlng for members retlrlng July l, 1989 and later the
member will pay a portion of the medlcal premlums.

Years of
Service at
Reti rement

t0-  l4
t5-19
20-24
25+

llember
Porti on

757,
50
25
0

t
I
t
t
I
I
t
t

This  prov is ion wi l l  be phased- in  over  5  years and wi l l  not  change once a member has
ret i red.  I f  the re t i rant  or  surv ivor  e lects  to  cover  h is  dependents ,  the month ly
ret irement al lowance is reduced by 5A% of the insurance premiums for the
dependents. The ret ired memberns reduction wi l l  lncrease from 50% to 70/o during a
5 year  phase- in  per iod beginn ing Ju ly  l ,  1989.

The premiums provide coverages which may be changed from t ime to t ime. Effec-
t ive January l ,  1983 an annual deductible was introduced. The deductible t{as
increased effect ive January l ,  1985 and January l ,  1988. Second opinion and pre-
cert i f icat ion requirements went lnto effect January l ,  1967. Effect ive January l ,
1987 health care ls provided to a beneficlary of a deceased retirant only if the
beneficiary was the retlrant's spouse or dependent child.

iledicare Part B. Each retlrant or survlvor ls relmbursed $24.80 per month for Part
B ltledicare premiums.

l i lai l  0rder Prescriot lons. Health benefl ts lnclude mall  order prescrlpt ion service
with SERS paying the excess of the cost of each prescription over the base fee paid
by the benefit reclpient. The copayment ras lncreased from tl to $2 effective
January l ,  1985 and to $6 effect ive l larch l ,  lggg.
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Actuari al

A l locat ions

Schedule 13.

HEALTH CARE BENEFITS

Accrued L iab i l  i t ies  June

Using Entry Age Actuarial

30, tggg

Cost ilethod

survi vors

Entry Age
Actuari  al

Accrued L iab i l  i t ies

$ 640,130,951

Health benefi ts to present inact ive members 39,000,452

T
I
I
I
I
I
I
I
t
I
I
I
I
I
I
I
I
I
l

Health benef i ts to present act ive members
ant ic ipa ted  to  re t i re  w i th  serv ice  a l lowance

Health benef i ts to present act ive members
ant ic ipa ted  to  re t i re  w j th  d isab j ' l i t y  a t ' lowances

Hea l th  benef i t s  to  surv ivors  o f  p resent  ac t i ve
members who die before ret i r ing

Benef i ts for  present act ive members

43 1  ,  450,399

5 ,997 ,  534

I 0.  983 .  682

449,421,604

Entry  Age L iab j l i t ies  For  present  Covered
Persons 1,127 ,552,907

Valuat ion Assets 151,740,049

Liabi l i t ies to be Covered By Future
Contr i  but i  ons 975,91  2  ,959

-30-



The Employer Contr jbut ion Rate for Health Care Benefi ts has been establ ished by the

Board as the remainder of employer contr ibut ions after providing for contr ibut ions

for Basic Benefi ts. Including the health care surcharge contr ibut ion, the

al located Health Care contr ibut ion is 5.531 of payrol l .  The contr ibut ion amount

toward unfunded accrued l iabi l i t ies is suff ic ient to provide Ievel cost f inancing.

Schedu le  14 .

HEALTH CARE BENEFITS

COMPOSITION OF EMPLOYER CONTRIBUTION RATE

Establ ished By Statute & Board Act ion

June 30, 1989

I
!
I
T
t
I
I
I
I
I
I
I
;

t
I
I
T
J
I

Cont r ibu t ions  For
Contr ibut ions Expressed as

Percents of Pavro'f l

Normal cost:
Serv ice a l lowances
Di sabi I  i  ty al  I  owances
Surv ivor  benef i ts  (SB Fund)

Total

2 .7 t7 ,
0 .09
0. l l
2 .91

EMPLOYER CONTRIBUTION RATE
ALLOCATED TO HEALTH CARE BENEFITS 5.  53

Unfunded Accrued Liabi l i t ies: Total
l , l lnimum level I  f inancing
l'largin for adverse experience

2.62
2,62
0.00
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Schedule 15.

HEALTH CARE BENEFITS

A RELATIVE LTVEL COST INDEX*

Comparative Statement

Val uat i on
As of Cost
6/30 Index*

1983 5.07%
1984 5.43
1985 5 .40
1986 6 .76
1987 7 .69
1988# 6.48
1989 6 .37

*  Index equals  normal  cost  p lus 50 year  amort izat ion of  unfunded

accrued l iab i l i ty  ( the 50 year  per iod is  subject ive judgement ;

there are many other reasonable periods, as i l lustrated by the

graph on page 45) .

#  Benef i t  changes.
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SHORT CONDITION TEST

I f  the
System wi l l
soundness. Test ing for level contr ibut ion rates is the lonq-term test.

A short condit ion test is one means of checking a system's progress under j ts
funding program. In a short condit ion test,  the plan's present assets (cash and
investments) are compared with:

l )  The l iab i l i t ies  for  fu ture benef i ts  to  present  re t i red l ives;
2) The l iabi l i t ies for service a' l ready rendered by act ive members.

In a system'that has been fol lor ing the discipl ine of level percent of payrol l
f inancing, the I  iabi l  i t ies for future benefi ts to present ret ired I  ives
(l iabi ' l i ty t)  wi l l  be ful ly covered by present assets (except in rare
c i rcumstances) .  In  addi t ion,  the l iab i l i t ies  for  serv ice a ' t ready rendered by
act ive members ( l iab i l i ty  2)  wi l l  be par t ia l ly  covered by the remainder  o f  present
assets .  The larger  the funded por t ion of  l iab i l i ty  2 ,  the s t ronger  the condj t jon
of  the system. L iab i l i ty  2  be ing fu l ly  funded is  rare.

Schedule  15.

HEALTH CARE BENEFITS

Shor t  Condi t ion Test

contr jbut ions to sERS are ]evel in concept and soundly executed, the

35% M
340
300
31 0
31 0

I
I
I
t
I
t
t
I
I
t
I
I
I
I
I

June 30

1982
1983
1984
1985
1985*

1986
1987
1988
1988#
1989*

Reti  red
L ives

($

$243
304
361
386
391

451
562
623
584
640

?80
240
220
?40
240

(? l
Present Members

in  l t l i l l ions)

$193
235
266
295
369

404
489
569
467
{88

Val uat i  on
Assets

t86
103
108
t20
120

l3 t
137
139
139
t52

Por t ion of  Accrued
Li  ab i ' l  i  t i  es

Covered bv Assets
lII t2)

Revised f inanc ia l  assumpt ions.

Benef i t  changes.
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Schedule 17.

Composltlon of Health Care Costs

,lune 30, 1989

Benefi  t

l ledi cal

tled i cal

i ledicare B

l'ledi care B

Prescri  pt i  on

Prescri  pt i  on

Combi ned

Combi ned

Combined

Aqe

Under 65

65 Pl us

Under 65

65 P lus

Under 65

55 Pl  us

Under 55

55 Pl us

Al l

22%

?9

t5

4%

5

Combi ned

?6%

34

29

7l

100

3

l8

t7

3

20

2

0

2

4

9

25

62

87 l3

I
I
I
I -3{ -



PENSIOI{ BENEFIT OBLIGATION
- HEALTH CARE BEI{EFITS -

The amount  shown below as the."pension benef i t  ob l iqat jon"  is  a  s tandard jzed
disclosure measure of the present va]ue of pension benefi ts, adjusted for the
effects of projected salary increases, est imated to be payable in the future as a
result  of emplovee service to date. The measure is the actuarial  present value of
cred i ted pro jected benef i ts  and is  in tended to  ( i )  he lp  users assess the o lan,s
fundinq s ta tus on a go inq-concern bas is .  ( i i )  assess progress be ing made in
accumulat ing suff ic ient assets to pay benefi ts when due, and ( i i i )  al ' low for
comparisons among publ ic employee ret irement plans. The measure is independent of
the actuarial  fundinq method used to determine contr ibut ions to the p' lan.

The pension benef i t  ob ' l igat ion was determined as par t  o f  an actuar ia l  va]uat ion of
the p ' lan  as  o f  June 30,1989.  S ign i f icant  ac tuar ia l  assumpt ions used jn
determin ing the pension benef i t  ob l igat ion inc lude (a)  a  ra te of  re turn on the
investment of present and future assets of 9.5% per year compounded annual]y for
the period July 1, 1989 through June 30, 1991 and 7.5% per year thereafter,
(b) projected salary increases of 4.5o1 per year compounded annual ly, attr ibutable
to in f la t ion,  (c)  addi t ional  pro jected sa lary  increases ranging f rom 0.0% to 3.0%
per  year  a t t r ibutab le to  senior i ty /mer i t ,  vary ing by age,  and (d)  the assumpt ion
that  increases in  the cost  o f  heath jnsurance wi l l  average 4,5% per  year
indef jn i te ly .

At  June 30 '  1989,  the pension benef i t  ob l igat ion t ras $1,064,706,985,  determined as
fo] I  ows:

l
I
I
t

a

I
t
!
l
l

T
t

t

t
t

!
t
I
I
t

I

I
I

Pension Benef i t  Obl  igat ion:
Reti rees
Surv ivors  current ly  rece iv ing benef i ts
Terminated employees not yet receiving benefi ts
Cument employees --

Accumulated emp'loyee contr ibut ions including
al located investment income
Employer financed - Vested
Employer financed - Non-vested

Tota l  Pension Benef i t  Obl igat ion

$ 589,209,499
50,922,353
39,000,452

371 ,562,051
14.013.631

I  ,064,  706,  gg5

Dur ing the year  ended June 30,1989 the p lan exper ienced a net  change of
$73 '840,951 in  the bas ic  benef i ts  pens ion benef i t  ob l igat ion.  0 f  that  change,  $0
was attr ibutable to amendments and $0 was attr ibutable to changes in assumptions.
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CoNTRIBUTIoNS REQUIRED AND CoNTRIBUTIoNS l,tADE
- HEALTH CARE BENEFITS -

Employer contr ibut ion rates are set  by Act of  the state Legis lature.

The adequacy of  these rates is checked annual ly by actuar ia l  valuat ion.  The

actuar ia l  funding method used in making these actuar ia l  valuat ions is the entry age

ac tuar ia l  method;  un funded ac tuar ia l  accrued ' l iab i l i t ies  a re  amor t i zed  as  a  leve ' l

percent of  the act ive member payrol l ,  over the per iod of  future years whjch

produces the statutory employer contr ibut ion rate.  Assuming the arnort izat jon

per iod is reasonable,  the employer contr ibut ion rate so computed, expressed as a

percent  o f  ac t i ve  member  payro l l ,  i s  des igned to  accumula te  su f f i c ien t  asse ts  to

pay benef i ts when due.

The most recent completed actuar ia l  valuat ion was based upon data as of

June 30 ,  1989.

Dur ing  the  year  ended June 30 ,  1989 cont r ibu t ions  to ta l  ing  $65,567,976

$65,567,976 emp' loyer,  $0 employee were made in accordance wjth contr ibut ions

determined by  Sta te  S ta tu te .  The employer  cont r ibu t ions  cons is ted  o f  $29,553,324

for normal cost  and $35,014,652 for amort izat ion of  the unfunded actuar ia l  accrued

l iab i l i t y .  Employer  cont r ibu t ions  represented  6 .68% of  covered payro l l .

Signif icant actuaria' l  assumptions used to compute

the same as those used to compute the standardized

obl  igat ion.

contr ibut ion requirements uJere

measure of the pension benefj t

Fi scal
Year
6 /30

1985
I 986
1987
1988
1989

Val uat ion
Date
6/30

1984
1985
1986
1987
1988

Val uat i  on
Pavro'll

s737,375,090
904,230,  073
869,  1  11 ,27 4
93 1 ,  395,997
981 ,937,995

Contr ibut ion Rates
As Percents of

Valuat ion Pavro lJ

5.887,
5 .87
5.00
5.00
5.81

Dol la r  Cont r ibu t ion
For  F isca l  Year

$39,065,642
43 ,057 ,551
50,996,665
49, ggl  ,923
65,  567,  976
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ASSUI.IPTIONS USED

Assumptions Adopted by Board

APPENDIX

SUI,IHARY OF

FoR SEES AcTUARIAL vALUATIONS

of Trustees After Consulttng lJith Actuary

The actuarial  assumotions used ln making the valuat lon are shown ln thls Appendix

of the report. The assumptlons rere revlsed as set forth in the Gabriel, Roeder,

Smith and Company Investlgation Report dated July 9, 1986.

EC0N0I , I ICASSU} ' |PTIONS. . . . .  . .

The lnvestment return rate used ln making the valuat lons was 7.5% per year,

compounded annual ly (net after administrat ive expenses), except that the SERS is

assumed to earn 9.5i per year for the 2 years from July l ,  l9g9 through June 30,

1991. The real rate of return is the port ion of total investment return which is

more than the in f la t ion ra te.  Eased upon an assumed in f la t ion ra te of  4 .5%, the

7 .57, lnvestment return rate transl ates to an assumed real rate of return of 3% (5%

for the 2 years from July l ,  1989 through June 30, l99l).

Pav increase assumotions for individual act ive membersare shown for sample ages in

for meri t  and/or senioi i tySchedule 18. Part  of  the assumption for each age is

increase,  and the  o ther  4 .5% recogn izes  in f la t ion .

The number of act ive members is assumed to continue at the. present number.

Total act ive member pavrol l  is assumed to lncrease {.51 annual ly, rhich is the por-

t ion of the individual pay lncrease assumptions attr ibutable to Inf lat ion.

Soecial assumotions for Health Care Coveraoes are shown ln Schedule ZZ.

N0 l { -EC0N0 l , l lCASSUI ' |PT IONS. . . . . . .  o . .  o . .  o .  o .  o . .

The mortal i tv table used ln evaluating al lowances to be paid and death before

retirement benefits was the l97l Group Annuity l,lortality Table projected to 1984

unadJusted for nen and set back I year for women. Related values are shown in

Schedule 21.
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The orobabi l i t les of ret lrement r i th an age and service al lowance are shown in

Schedule 20.

El igibi l i ty for age and service ret lrement was assumed to be: age 50 with 30

or more years of service; or age 55 r i th 25 or more years of service, or age 60

with 5 or more years of service.

The orobabi l i t les of  r l thdrawal f ronr servlce.  d lsabtement and death- ln-servteeare

shown for sample ages ln Schedule 19.

The entrv age norma' l  qctuarial  cost method of valuat ion rag used ln determlnlng

l iab i l i t ies  and nornal  cost .

Dif ferences in the past between assumed experience and actual experience
(nactuar ia l  ga ins and lossesn)  become par t  o f  actuar ia l  accrued l iab i l i t ies .

Unfunded actuarial  accrued l iabi l i t ies are amort ized to produce payments

(pr inc ipa l  & in terest )  which are leve l  percent  o f  payro l l  cont r ibut ions.

Emo' lover  cont r ibut ion do] lars  t rere assumed to  be oa id in  eouaJ insta ' lments  through-

out  the System f isca l  year .  Surcharge cont r ibut ions are assumed to  be pa id dur ing

the ca lendar  year  fo l lowing the end of  the app] icable p lan year .

Present assets were v3' lued on a market related basis, recognizing 207, of previously

unrecognized gains and losses each year. See page 19 for detai l .

The data about oersons now covered and about oresent assets were furnlshed by the

System's administrat ive staff .  Although examined for general reasonableness, the

data ras not audited by the Actuary.

The actuarial  valuat ion computat ions were made by or under the supervision of a
lilember of the Anerican Academy of Actuaries (il.A.A.A.).
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Percent of Act ive Flembers Seoarat ino l l i thin the Next Year
= , l*len l{omen
Death Di sabi I  i  tv Other Death Di sabi ' l  i  t i  Other

t
I
I
I
t
I
I
I
t
I
t
I
t
I
I
I
I
t
t

Schedule 18.

Pay Increase Assumptlons for an Individual llember

Increasa l lert Year
Sanpl e
Aoes

llerit & Base
Senlori tv (Economvl

3,0r
2.7
2.3
?.1
1.8

1.5
t .0
0.5
0.0
0.0

Total

4 ,5 /  7 ,3 /
{ .5  7  .2
{ .5  6 .8
i l .s  6 .6
4.5  5 .3

{ .5  6 .0
4.5  5 .5
4.5  5 .0
4.5  4 .5
4.5  4 .5

20
25
30
35
40

45
50
55
60
65

Schedu le  19 .

Separat ions From Act ive Employment Eefore Age & Service Ret i rement

Sampl e
Aqes

20
25
30
35
40

45
50
55
60
65

0.05%
0.06
0.07
0.10
0.15

0.27
0.49
0.78
l .2 l
I  .95

0.007.
0 .00
0.01
0.04
0.10

0.18
0.33
o:9t

13.91%
10.67
6.55
5.43
{ .64

3,84
3.06
2,27
2,02
2.02

0.02%
0.03
0.0{
0 .05
0.07

0.1 I
0 .17
0.25
0.41
0.73

0.00%
0.00
0.00
0.01
0.05

0.09
0.15
o:1t

tt.577,
8 .94
6.59
5.82
5.07

4.31
3.55
2.79
2.46
2.46
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Schedule 20.

Probabi l l t les of Age & Servlce Retlrement

Sample
Aqes

50
55
60

65
70
75

l5%
l0
t0

40
50

100

Sampl e
Aqes

50
55
60

55
70
75

lfomen

l2lo
l8
25

35
50

100

of El iqible Act ive i lembers

Percent of El iqible Act ive l , lembers
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60
55
70
75
80
85

50
55
50
65

70
75
80
85

I
t
I
I
I
I
I
I
I
I
t
I
I
I
I
t
t
I
t

Schedu le  21 .

Stngle Lt fe Ret i rement Yalues

Sampl e
Attai  ned

Ages

Present Ualue of $l
llonthly For Life

Increasing 3.0f Annual ly
( lst Increase After I  Yearl

l'len l{omen

$17r .  r8  $191.98
156.74 180.48
t40.21 156.28
121.85 149.39

102 .90 t29 .87
84.92 108.66
67 .78 88.12
53.37 69.03

Sampl e
Attained

Ages

Port ion of
Age 60 l-ives
St i l l  A l ive
i|en llomen

Future Llfe

l00r l00r
93 97
82 93
67 86
48 73
28 55

$1,000 Benef i t
Beginn ing at  Age 50,

Increas inq 3% Annual lv

t l ,0oo
I ,  l50
l ,3oo
I ,450
I ,600
1 ,750

Exoectancv (Yearsl
lilen

27.33
23.28
t9.27
15.55

t2.25
9.50
7 . t7
5.43

llomen

34.60
?9.92
25.34
20.94

16.79
13.02
9.85
7 .24

Expected
Total Ll fet ime
I'len llomen

77 .53 84.50
78.28 84.92
79 .27 85.34
80.55 85.94

82.25 86.79
84.50 88.02
87 . t7  89.85
90.43 92.24
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Aetna conventional

Schedule 22.

Addit ional Assumptions for Hea' l th Care Coverages

premium rates:

Status

I
t
I
I

t

I
I
I
I
I
I
I
I
I

i lonthlv Rates Reported
1989 1988

t222.e8 $208.00
48.24 45.00

Benefi t  Recipient belor age 65
Spouse be1ow age 65*
Benefi t  recipient above age 65

and el igible for I ' ledlcare
Spouse above age 65 and

el igible for l ' ledicare*

45.02

14.79

* SERS port ion -  f igures represent 30% ul t imate SERS subsidy.

Aya i la f  j l ' i i v  o f  Med icare  Coverage:  A ' l l  benef i t  rec ip ien ts  were  assumed to  be
q l ig jb le  fo r  l ' l ed icare  on  a t ta jnment  o f  age 55 ,  o r  jmmedia te ly  i f  re t i red  fo r
d isab i l i t y .

42.00

t3 .80

and 60% of  e l ig ib le
Surv ivors  of  these
of  the i r  l i ves .

men are assumed
ret i rants  w i l l

t  and Surv jvor  Benef i tsz  25 lo of  e l ig ib le  l romen
to elect a joint and survivor form of payment.

receive ful ly paid health care for the remainder

ret jrants are assumed to elect to cover spouses
pay the premium for dependents less a deduction

t 25% of women retirants
for health care.

dur ing the l i fe  o f

and 50% of men
The System wi l ' l
the re t i rant .

l '|edicare Part B Premium Reimbursement: f24.80 per month.

t27.08 per month effect ive July l ,  1989 from

Premium Increases:
reimbursement for
annual ly ,  wh ich is
computat i ons .

Premiums and spouse coverage deductions (except for the fixed
the l,ledi care Part B Premi um) are assumed to i ncrease 4 .S%

the inf lat ion rate assumed for other actuarial  valuat ion

I
i

I
I
I

I

I
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I
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t
t
I
I
I
I
t

Val uat i on
Date
6/30

1980
1981
t982#
19830
1984#

1985#
1985#
1987@
1988#0
1989

Schedule 23.

HeaIth Insurance Premiums

l{onthly I Reported For Annual Actuarial Yaluatlons

Eenefit Recloient Spouse* llail 0rder lledlcare
Under 55 65+ Under 65 65+ Prescript ion B Premiums

$0s.36 $31.02 $  8 .13 $  z .s l  t  r { .A .  $  9 .60
123.69 36.42 t7  .87 5 .44 N.A.  11.00
117.82 25.97 57.34 7.74 3.05 t2 .20
t48.10 35.63 81.09 11.03 6 ,27 14.60
148.10 3s .63 81.09 u .03 8 .83 15.50

148.  t0  35.63
169.85 35.33
202.t3 42.04
208.00 42.00
222.98 45.02

81.09 11.03
83.38 19.35

109.57 ?6,07
45.00 13.80
48.24 t4  .79

11 .24
14.  55
19.40
?4.29
?7.08

lr%

15.  50
17.90
?4.80
?4.80
24.80

COMPOUND ANNUAL
RATES OF INCREASE:

Last Year 7% 770 0%7%%

I
I
I
I
I
I
I
I
I

Last5Years  9  5  (10)  6  Zs t0

Since 6130/80

Enployer port ion.

Changes in deductible, hospital  surcharge or cost containment measures.

Changes in deduction for dependent coverage.

l l2222

l

0
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RELATIONSHIP OF ECOIIOI.IIC

II{ COIIPUTING CONTRIBUTIONS TO A

ASSUilPTI0NS

RETIREIIENT SYSTE},I

, computed contributions decrease

slgn i  f icant ly .

l lhere benefi ts are f ixed dol lar amounts,

I f  Investment Return and Pav Base are lncreased bv eoual amounts. with p

computed contributions are

Retirement O

O Investment Return. An increase ln this assumption reduces computed contri-

but lons. The assunrpt lon operates over al l  parts of an employee,s l i fet ime.

@ Pav Base.  An increase in  th is  assumpt lon lncreases computed cont r ibut ions.  A

l% increase in this assumption, however, does not lncrease contr ibut ions by as

much as a l% increase in Investment Return reduces computed contr ibut ions,

because the Pay Ease assumption operates only over an employee's l i fet ime to

ret i rement .

Increases Af ter  Ret i rement .An increase in this element increases computed

contr i  but i  ons .

plans using Final Average Pay as a factor In computing benefi ts; the mult i -

year average used for Final Average Pay causes computed contribufions to

decrease s l  ight ly ) .

RETIRE

increased bv eoual amounts, computed contr ibut ions remain the same (except in

signif icantly reduced i f  Investment Return rs lncreased.
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t
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I

Thr lmpodoncr of thr Invutmrnt Rrtum Rotr Bring Morc
Thon ttr Inffotion Rotc

ln Ordrr to Aehbvr Procticol Lrvd ContribuUon Rotcr

toF
AgnvE
grPt"oyEE
?ArN0|I

l..rrl C ContslbuUonr
t  O  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  - . -  -  -  -  -  -  -  - -  -  - -  -  r D -  -  - . D  -  -  - .

Clmno*tc frtcutr lu tJEr lt*lcttaJ

lrv.l ! Coablbutlonr TENEFTTS
- - . l ) - l D - - - - - - l - - - - - - -

crrnoonaS E },Ftt 1
o fnilectan)

tnrrl A
- l - -  - - -

CONIR|BLMONS
- - - - - - - - - - - - - - - - - - - - - - -  - - - - - - - - - - - - r

Cfnvrtnnt Rttutr mit excriode hfleCt*t 
"et.),9

I
9ot

r€^RS OF TIME

"1.8/EL A COi{TR|BLfiONS" oecur mcthrnsUeolfy uhrn tht Invrrt-
rnrnt rrturn rctr from plon orttr rxerodr tfrt InfloUon rctr.
lhr gnotrr thr .rc.tr, thr lowrr tfu tnrl A linr rtll br.

Hirtorlcslly. lt lr thlr snumrd condition thot hot lrC to tht
drvrlopmrnt of ond ulr ol "octuoriolly round" or "ogtuodol
ruarva" flnonclng mlthoCr.

Lft.l ! Contdbutlont" oesur mcthrnotlecl! rhtn thr trnrtnrrnt
rrturn rsb fttm plan cutr rquob thr lafleUcn t!tr.

Ulro rsulrf contr{bub o fml rst rhlch b tfir .om. sr Srr
ultlmgta contrlbstlon rstr til'Poy-o!Jgu-fo" flnonctng?

lav.l e Cofitr{butlonto occur nsthrmotleclly rfirn ttr larnrtrnrnt
ntum rltr lrcm plon cmrtr b hn tion thr Inflstlon rstr. llrr
gnotrr thr dlffrnncr. tlt. hlghrr thr trrnl C llnr roulC br.

tlho rsufd eontrlbutr of g rutr oluoyr lnoil tton thr
bndftr polC?

I

I
ST^RT
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Exhlblt 20 Basic Serles Year-by-Year Total Relurns (1 92Sl 988) !
I
I
I

,

I
I
I
I
T
I
I
I
I
I

i

I
I

t
I
I
I

Red means a REAL Return less than 3%
l3o/o > (Totat . tnf tailon)I

Common
Stocta

0.1 162
0.3749
0.4361
.o.(p+2

-0.2490
-0.4334
-0.0819
0.5399

-0.0144
o.4787
0.3!92

-0.3503
0.3112

-0.oo.t1

-0.0978
-0.1 159
0.2o3/f
0.2590
0.1975
0.3er4

-0.0807
0.0571
0.0550
0.1879

0.3171
o.2402
0.1837

-0.@99

0.5262
0.3r56
0.0656
.0.1078
0.4s16
0.1 1 96

0.0047
0.2689
-0.0873
o.n&
0.1848
0.1245
-0.1006
0.2398
0.1 106
-0.0850

0.0401
0.1431
0.r898
-0.1466
-o.2647
o37n
0.238'+
-0.0718
0.0656
0.1844

o.3242
-0.@91
o.2141
o.2251
0.0627
0.3216
0.1u7
0.0523
0.1 681

Srmll
Comp.nt
Slocka

0.0028
o?210
0.3909

.0.5138

-0.38 r5
-0.4975
-0.0539
1.4247
0.242.
0./O19
o.64S0
-0.5801
0.3280
0.@35

-0.0516
-0.09@
0.4451
0.8837
0.5372
0.7361

-0.1 ' t63
0.0092
-0.0211
0. t 975

0.3875
0.0780
0.03f3
-0.0649
0.6058
o.N4
0.0428
-0.1457
0.6489
0.1eo

-0.0329
0.32@
{.1190
0.a,57
0.7J52
o.4175
-0.0701
0.8357
0.3597
-0.2505

4.'1743
0.1650
0.0443
-0.3090
.0.1995
0.5282
0.5738
0.2538
o.2u8
0.4346

0.3988
0.1388
0.2801
0.3967

{.0667
o.2406
0.0685
.0.0930
0.2287

0.07s7
0.07u
0.0284
o.0gz7

0.0798
.0.0185
0.1082
0.1938
0. t384
0.0961
0.0674
0.0275
0.06r3
0.0397

0.033t)
o.0273
0.0260
0.0283
0.0473
0.0408
o.0172
-0.0234
0.0414
0.033r

0.0212
-0.0269
0.0352
0.034'l
0.053t)
0.0048
-0.0681
0.0871
-o.o2z2
-0.@7

0.0907
0.0482
0.0795
0.02t9
0.un
-0.0048
0.m20

-0.0495
o.0257
'0.0809

0.1q|7
0.1 101
0.07?6
0.0't 14
-0.0306
0. t464
0.r865
0.0171
-0.0007
.0.0418

.0.0262
-0.0096
0.4379
o.0470
0.1639
0.30{n
0. t 985
-o.@27
0.1070

0.07n
0.0K1
0.0010
o.tuz

0.@66
.0.0531
0.'l68/+
.0.0008
0.10@
0.0498
0.0751
0.00et
0.0553
0.0594

0.06@
0.0i?93
o.0322
0.0208
0.028'l
0.1073

-0.0010
.0.0263
0.0340
0.0645

0.0006
-0.0394
0.0116
0.0363
0.0719
4.0r30
{.0559
0.0745

{.0610
-0.0226

0.1 378
0.0097
0.0689
0.0121
0.0351
0.0071
0.0365
-0.0919
-0.0026
-0.0508

0.1210
0.1323
0.0568

-0.0111
0.0435
0.0919
0. t675
-0.0067
-0.01 l8
-0.0122

-0.0395
0.0185
0.4035
0.0068
0.1543
0.3097
0.2444

-0.0269
0.0967

Inteild.
lrb'T.rflr

Gov.mrtlnl
Bonfi

0.0538
0.0452
o"m92
0.0601

0.067t
4.s&.
0.0881
0.0182
0.0900
0.0701
0.030€
0.0 t 56
0.06?3
0.0452

0.0296
o.0049
0.019/t
0.0281
0.0r 80
o.van
0.0100
0.0091
0.0185
0.0232

0.0070
o.003ti
0.0163
0.0323
0.0268
-0.0065
-0.0042
0.0784
.0.0129
-0.@39

0.1175
0.0185
0.0558
0.0r64
0.0404
0.0r02
o.0468
0.0r01
0.0453
-0.0074

0.1686
o.0872
0.0516
0.0460
0.0569
0.0783
o.1287
0.0140
0.0348
0.@09

0.0391
0.0945
0.2910
0.0741
0.1402
0,2033
0 .15 r4
0.0290
0.0610

u.g
Trcruy

blll.

0.qlz7
0.m12
0.0358
0.0475

0.0241
0.0107
0.009€
0.0030
0.0016
0-0017
0.0018
0.0031
{.moz
0.0002

0.00@
0.0006
0.0027
0.0035
0.0933
0.0033
0.0035
0.0050
0.0081
0 .0110

0.0120
0.0149

0.0182
0.0086
0.0r 57
0.0246
0.0314
0.0154
0.o295

0.0266
0.02't3
o.v273
0.o312
0.0354
0.0393
0.0476
0.0421
0.0521
0.0658

0.0653
0.0439
0.0384
0.0693
0.0800
0.058t)
0.0508
0.0512
0.0718
0.1038

0.1124
o.1171
0.1054
0.0880
0.0985
o.onz
0.0618
0.0547
0.0635

Con3urr
Prlc.
lnd€r

-0.0149
.0.0208
{.0097
0.0019

-o.06(xl
-0.0952
{.1030
0.@51
0.020i!
0.9299
0.0121
0.m10
-o.v27e
-o.0048

0.0096
o.0972
0.0!)29
0.0316
0.0211
0.0225
0 .1817
0.090,|
o.o271
-0.0180

0.0579
0.0587
0.0088
0.006:l
-0.m50
0.0037
0.0286
0.0392
0.0176
0.01 50

0.0148
0.0067
o.o1z2
0.0165
0.0119
0.0192
0.0335
0.0304
o.0/.72
0.0611

0.0919
0.0336
0.0341
0.0880
ot?2t)
0.0701
0.0481
0.0877
0.090it
0.1331

0.1240
0.0894
0.0387
0.0380
0.03!15
o.u377
0.0113
0.0441
0.u42

LorU-Tdm Long-T.fln
Cotporllr Croycitn!|il

Bond. Bon-Yer

1926
1gz7
1928
1929

1930
1S!1
19it2
1€Xl3
1934
1935
rgF
1937
't938

1939

1940
1941
19/.2
1943
1941
1945
't946

1947
1948
i949

1950
't951
't952
'| 953
1954
1955
1956
1957
1958
1959

t960
't961

1962
't963

1964
1965
1966
1967
1968
t969

't970

197'|
1972
1973
1971
1975
1978
19n
't978

1979

1980
r981
1982
1983
1984
1985
1986
1987
1988

SBBI 1989 Yearbook
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hflrtbn
JCEL

r.2x
3.8
3.6
8.1
6.5

t.2

1.7%
1.2

{.6
-1.5
tl.5

1.1

Past Investment REturn and
Inflatlon and Future Investment Return

Inflatlon Dlstortlong
lnfratlorft lrnpaa m bwestmetil rdum b nd wei trorn yer to yer. A connnon ogectatbn for Beal trwestment
Retum Fotal Rsturn mhus lrdaUon) b h $e area o, gs to 4s Lnnuaily.

In the hst 25 yun Rsl Bdurn ua! nct orty thort d thd rnarlq I was actuatly negeth/g for parts of that perlod.

filud Inr..t||f|l Rd|lr| (lac{udlng hcoilt )
- REAL REruRil Fotrl ntnur hltr0on) -

No.Y.|l./
End.d

Drccmbcr

5/1964
5/1969
51r974
5/1979
5/1984

2511984
u198/-
1/1985
1/1986
111987
1/1988

25/1988

us
Inmurv

1,0%
-5.9
0.3

-3,2
3.7

{r.3

Cotpord.
rSrl Bro)

tf.5%
€.0
0.1

-23
rl.3

0.1
12.4
27.1
18.7
4.7
6.3

1.1

Stoolr
rs&P 5001

tondr ll-ona ?*rnl A
SAMPtE
FUNDT

6.5%
-2.O
-4.1
1.E
8.3

1.6
7.2

25,4
16.7
.1.6
8.6

2.7

3,5%
1.2

-3.0
3.6
8.3

5.9
3.9
5.0
1 .1
2.0

1.3

11 .5
27.2
23.3
-7.1
5.3

0.5

4.0
3.8
t . l
4.4
4.4

5.6

3.1
2.9

28.4
17.3
0.8

12.4

4.1
r tO* Crrtr Equivrbntr + {tf Cotponb Bood! + 4t* $Dda (only onr d mrrry nrrombL smplcs}.

Fo1m91 penslon plans, Beneflt Increases After Retlrement haye falten shod cf keeplng up with inllatlon. The
ql.ted life group has been hurt more than the aafue llfe group. The lnvestment r€tum'nec€ssary for the indexing
of bene{its after retirernent has not be€n rellzed (anrl pobaUy cannot be rellzed durlng i psrlod of large
ffiatlon).

Changes ln Economlc Assumpilonr
Wthln An Economlc Envlronment of Inflailon

TherelsporDilLlmdhatlonlolrrcrssaas$modlnrcsrnsrtRenmueed hactnrhlcalcdatbng,wlthorwlthout
a related Increase In Emplope Pay Baee, becauss guch an assumplon enangB deqeases compt|ted contribu-
tlons. A confibrdon rate decrcase !0 {eq relef for emfloyer OuOia proUems and/o 0l) dErs a uno€osf' way
to prodde more BEnsflt Increases After Fetlrement

The wlsdom of tnvestment Retum assunred to,r the future can be dAermlned ordy by future ovents. Wll the
Inv€stment record d the nen 25 yers b€ the same as the last 25 years? BettEr? Worie?
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