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Gabriel Roeder Smith & Company One East Broward Blvd. 954.527.1616 phone
Consultants & Actuaries Suite 505 954.525.0083 fax
Ft. Lauderdale, FL 33301-1804 www.gabrielroeder.com

July 19, 2013

Mr. R. Philip Twogood, Ph.D.
Coordinator
Government Operations Policy Area
Office of Program Policy Analysis

and Government Accountability
111 West Madison St., Suite 312
Tallahassee, Florida 32399-1475

Re: FRS Actuarial Review
Dear Mr. Twogood:

As requested, we have completed our actuarial review of the July 1, 2012 Actuarial Valuation
Report of the Florida Retirement System (FRS) prepared by Milliman, FRS actuaries.

Based upon this actuarial review, we find the actuarial assumptions and methods generally
appropriately develop actuarial values of the System. We have also replicated key financial
results of the July 1, 2012 Actuarial Valuation and find no material differences in the valuation
results.

Our specific findings are:

1. The Department of Management Services’ actuaries are generally in compliance with
the requirements of Florida Statutes, Department rules, government accounting
standards and actuarial standards of practice regarding their actuarial valuation of FRS.
While the 4% payroll growth assumption may not be unreasonable, based upon the
information in the actuarial valuation report, we are unable to ascertain whether the 4%
payroll growth assumption is in compliance with F.S., 112.64(5)(a). Government
Accounting Standards Board Statements 25 and 27 may also require use of a statutorily
compliant payroll growth assumption.

2. The Department’s actuaries for the most part use generally accepted actuarial cost
methods, bases for assumptions and reporting standards. We believe the ultimate or
replacement variation of the entry-age-normal actuarial cost method is aggressive and
may not be compliant with F.S., 112.61 based upon the facts and circumstances of FRS.
We believe writing down the amortization bases by expected amortization payments
when expected amortization payments have not been paid may not be consistent with the
30-year maximum amortization period requirement of F.S., 112.64(4). We have
identified areas where documentation and considerations or refinements may be
warranted.
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3. The specific economic and demographic assumptions used are arrived at from a
sufficient level of detail considered and are generally reasonable in light of recent
experience. While not unreasonable, as noted in prior years, the assumed inactive
healthy mortality rates appear conservative. As above, while the 4% payroll growth
assumption may not be unreasonable, based upon the information in the actuarial
valuation report, we are unable to ascertain whether the 4% payroll growth assumption
is in compliance with F.S., 112.64(5)(a).

4. The Department’s actuaries provide sufficient information as to the causes of gains,
losses and net change in the unfunded liability to allow evaluation of specific factors.
While much information is provided, additional disclosures and refinements may add
value.

5. The Department’s actuaries’ actuarial report for the most part adequately provides
necessary information that another actuary, unfamiliar with the situation, would require
to appraise the findings and arrive at reasonably similar results. FRS is a complicated
System. We have identified information of a comparative nature that would be helpful
in this regard.

6. We have found other aspects of the Department’s actuaries' report where further
disclosure and further consideration may be warranted.

We wish to thank Mr. Garry Green and Mr. Robert Dezube of Milliman for their assistance
without which this review could not have been completed.

We look forward to responding to any questions or comments from the interested parties. If you
should have any questions concerning the above, please do not hesitate to contact us.

Sincerest regards,

L5 L) drens

Lawrence F. Wilson, A.S.A., E.A.
Senior Consultant and Actuary

Jennifer M. Borregard, E.A.

Consultant and Actuary

Enclosure
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1. Introduction

As a matter of policy the Office of Program Policy Analysis and Government Accountability
(OPPAGA) engages an independent reviewing actuary to conduct various actuarial reviews and
analyses. The scope of this work includes an actuarial review of the annual actuarial valuation
report and periodic experience study.

The work to be reviewed is produced by the current Department of Management Services’ actuaries
- Milliman with Mr. Robert Dezube as FRS actuary.

This actuarial review is a review of the July 1, 2012 Actuarial Valuation Report and includes a
replication of the July 1, 2012 Actuarial Valuation liabilities.

The scope of this project is limited to reviewing the work of Milliman to the degree necessary to
express opinions regarding the accuracy and reasonableness of the following:

1. Compliance with the requirements of Florida Statutes, Department rules, government
accounting standards and actuarial standards of practice regarding their actuarial valuation
of FRS.

2. Use of generally accepted actuarial cost methods, bases for assumptions and reporting
standards.

3. Use of specific economic and demographic assumptions arrived at from a sufficient level of
detail considered and are generally reasonable in light of recent experience.

4. Provision of sufficient information as to the causes of gains, losses and net change in the
unfunded liability to allow evaluation of specific factors.

5. Adequacy of actuarial report in providing necessary information that another actuary,
unfamiliar with the situation, would find information to appraise the findings and arrive at
reasonably similar results.

6. Aspects of the Department’s actuaries work and report that are insufficient.

Gabriel Roeder Smith & Company -1-
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I1. Executive Summary

We have reviewed the July 1, 2012 Actuarial Valuation Report prepared by Milliman
(Department of Management Service’s retained valuation actuaries). We find the actuarial
assumptions and methods generally develop appropriate actuarial values for FRS. We have also
replicated the results of the July 1, 2012 Actuarial Valuation and find no material differences in
the valuation results.

In reviewing actuarial assumptions and methods, it is important to recognize that there is not a
single correct set of actuarial assumptions and methods. There is a range of reasonableness
within which individual assumptions, methods and the entire valuation basis may fall.
Assumptions may be characterized as conservative (producing relatively higher near term
contributions) or aggressive (producing relatively lower near term contributions) within this
range. Alternate acceptable actuarial assumptions and methods impact the incidence of required
contributions.

In this light, we have the following comments on the July 1, 2012 Actuarial Valuation.
1. Compliance with requirements of the Florida Statutes, Department rules,

government accounting standards and actuarial standards of practice: Overall, the
actuarial valuation is compliant with these requirements.

However, the treatment of the Deferred Retirement Option Program (DROP) continues
to be somewhat nontraditional. The continued nontraditional treatment of the DROP
appears to have a significant impact on the size of the reported unfunded accrued liability
($19.3 billion no future DROPs vs. $20.2 billion expected future DROPs), which results
in an understatement of $0.9 billion.

While the 4% payroll growth assumption may not be unreasonable, based upon the
information disclosed in the actuarial valuation report, we are unable to ascertain
whether the 4% payroll growth assumption is in compliance with F.S., 112.64(5)(a).
Government Accounting Standards Board Statements 25 and 27 may also require use of
a payroll growth assumption compliant with State statute. We estimate use of the 4%
payroll growth assumption as opposed to a 0% payroll growth assumption derived from
recent disclosed System experience understates the amortization component of the total
required contributions from 2.10% - 2.35% of covered payroll. We estimate the dollar
amount of the understatement of the amortization component to range from $570 million
to $630 million.

2. Use of generally accepted actuarial cost methods, bases for assumptions and
reporting standards: Generally, the Actuarial Valuation meets these requirements. We
believe the ultimate or replacement variation of the entry-age-normal actuarial cost
method is aggressive and may not be compliant with State statute based upon the facts

_0.
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and circumstances of FRS when combined with the use of a maximum amortization
period. Writing down the amortization bases by the expected payment when less than
the expected payment is contributed is aggressive since this deficiency (shortfall of the
contribution vs. the expected amortization payment) is included in the actuarial gain and
loss and amortized over a new 30-year period in lieu of the remaining period of the
outstanding amortization bases. The treatment of the Deferred Retirement Option
Program (DROP) continues to be a somewhat nontraditional actuarial cost method.

Economic and demographic assumptions arrived at from a sufficient level of detail
considered and collective effect of all assumptions: For the most part, the actuarial
assumptions are reasonably related to plan experience based upon the results of the latest
Experience Study. The actuarial assumptions developed from the Experience Study have
been modified based upon Milliman’s Studies on House Bill 479 and Senate Bill 2100.
While not unreasonable, the inactive healthy mortality rates continue to appear
conservative. We find the actuarial assumptions internally consistent including
consistent recognition of anticipated inflation in the economic assumptions.

Disclosure of sources of gains and losses: Actuarial gains and losses are identified by
source in sufficient detail to evaluate specific factors (i.e. investment return, salary
increases, etc.). The reported actuarial gain for the year ended June 30, 2012 was $100
million based upon the System provisions / actuarial assumptions in the July 1, 2011
Actuarial Valuation — a $1.343 billion gain on liabilities offset by a $1.243 billion loss on
the smoothed actuarial value of investments. For the previous year ended June 30, 2011,
there was a reported actuarial loss of $3.572 billion based upon the actuarial assumptions
used for funding in the July 1, 2010 Actuarial Valuation — a $4.333 billion loss on
liabilities offset by a $0.761 billion gain on the smoothed actuarial value of investments.
Reported actuarial gains and losses are substantially negatively impacted by continued
use of the somewhat nontraditional treatment of the DROP. Allocation of assets equal to
less than 100% of DROP account balances may further distort actuarial gains and losses.

The actuarial value of assets as of June 30, 2012 exceeds the market value of assets by
$4.970 billion. The $4.970 billion unrecognized investment losses are deferred and will
be recognized over the asset smoothing period. As of June 30, 2011 unrecognized
investment gains totaled $3.045 billion.

As a subsequent event, the Actuarial Valuation Report shows the market value of assets
increased from $122.9 billion as of June 30, 2012 to $126.9 billion as of September 30,
2012.

Additional disclosures and refinement may be warranted.

Disclosure of sufficient information that another actuary, unfamiliar with the
situation, could appraise the findings and arrive at similar results: The actuarial
valuation provides significant information. FRS is complicated and the methods
employed for certain benefits (DROP) and the allocation of contribution requirement by
Class are somewhat nontraditional. It would be helpful to disclose relevant payroll

_3-
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information to demonstrate the 4% payroll growth assumption is in compliance with F.S.,
112.64(5)(a).

Other aspects of the Valuation: The actuarial valuation report provides significant
information. We believe disclosures of the present value of benefits and actuarial gain /
(loss) fully reflecting expected future DROPs continue to be appropriate. The method
used to determine the actuarial value of assets may warrant further review. Under the
current smoothed actuarial value of assets methodology, if the System were to earn
exactly the assumed rate for the next five years the smoothed actuarial value would not
equal market value.

Gabriel Roeder Smith & Company
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III. Analysis and Recommendations

The following are detailed analyses and recommendations based upon our examination and review
of the work of the Department of Management Services’ actuaries as evidenced by the July 1, 2012
Actuarial Valuation Report to determine whether:

A. The Department of Management Services” actuaries are in compliance with the requirements of
the Florida Statutes, Department rules, government accounting standards and actuarial
standards of practice regarding their actuarial valuation of the Florida Retirement System

pension plan.

Overall, we believe the actuarial valuation is generally compliant with these requirements.

However, we believe some of the requirements of the Florida Statutes, Department rules and FRS
Assumption Conference adopted assumptions and methods may conflict with government
accounting standards and generally accepted actuarial standards of practice.

A-1  Pavroll Growth Assumption

We believe the use of a 4% payroll growth assumption may not conform to F.S., 112.64(5)(a)
requirements — payroll growth assumption should generally not exceed the average payroll
growth for the latest 10-year period. In fact, the reported average annual actual payroll growth
increase for the last three years is less than 4% (-1.85%) as disclosed in the last three annual

actuarial valuation reports as follows:

Fiscal Year Ended Payroll Growth

June 30, 2012 -1.18%
June 30, 2011 -1.42%
June 30, 2010 -2.94%
Three-Year Average -1.85%

F.S., 112.64(5) (a) provides - If the amortization schedule for unfunded liability is to be based on
a contribution derived in whole or in part from a percentage of the payroll of the system or plan
membership, the assumption as to payroll growth shall not exceed the average payroll growth for
the 10 years prior to the latest actuarial valuation of the system or plan unless a transfer, merger,
or consolidation of government functions or services occurs, in which case the assumptions for
payroll growth may be adjusted and may be based on the membership of the retirement plan or
system subsequent to such transfer, merger, or consolidation.

As in our prior report, we continue to strongly recommend future actuarial valuation reports
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disclose relevant payroll information sufficient to ascertain compliance with F.S.; 112.64(5)(a).
We note the actuarial valuation report states:

To the best of my knowledge, the results are complete and accurate, and in my opinion, the techniques
and assumptions used, other than the assumption used for future payroll growth for amortization
purposes, are reasonable and meet the requirements and intent of Part VII, Chapter 112, Florida
Statutes. As noted previously, the payroll growth assumption was adopted by the FRS Assumptions
Conference.

While the PowerPoint© presentation prepared by the System actuaries for the FRS Assumptions
Conference in October 2012 recommends updating the methodology for funding DROPs, we did
not see any discussion / recommendation relating to the 4% payroll growth assumption in the
System’s PowerPoint© presentation.

Use of a payroll growth in excess of System experience would be expected to result in increasing
future amortization costs as a percentage of covered payroll.

We estimate use of the 4% payroll growth assumption as opposed to a 0% payroll growth
assumption derived from recent disclosed System experience understates the amortization
component of the total required contributions from 2.10% - 2.35% of covered payroll. We
estimate the dollar amount of understatement of the amortization component to range from $570
to $630 million.

Government Accounting Standards Board (GASB) Statements 25 and 27 may also require use of
a statutory compliant payroll growth assumption to the extent the statutory compliant payroll
growth assumption is used for funding.

Section 5.8 of the GASB Comprehensive Implementation Guide 2010-2011 provides:
5.8 Consistent Application of Actuarial Methods and Assumptions

5.8.1. O—If a plan has actuarial valuations performed using methods and
assumptions that conform to the parameters (including, for example, the entry
age actuarial cost method), may the plan or the employer(s) use different
methods and assumptions for financial reporting purposes (financial statements,
including notes, and RSI) as long as those methods and assumptions also
conform to the parameters (for example, using the projected unit credit
actuarial cost method rather than the entry age method)? (Q&A25/26/27-25)
[Amended 2007]

A—No. For financial reporting purposes, there are two criteria: (1) actuarially
determined pension information should be calculated in accordance with the
parameters, consistently applied, and (2) the actuarial methods and
assumptions used for financial reporting (plan and employer) should be the

Gabriel Roeder Smith & Company -6-
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same as those used for funding requirement determinations—unless the methods
and assumptions used for funding are different from the parameters. In that
case, the methods and assumptions used for financial reporting should comply
with the parameters, regardless of the methods and assumptions used in
determining funding requirements.

Actuarial Cost (Funding) Method: An actuarial cost method is a set of techniques for
conversion of the actuarial present values of benefits into contribution requirements. Actuarial
methods are characterized by:

1. Normal Cost — the cost of the system without consideration of funded status.

2. Actuarial Accrued Liability — the present value of future benefits less the present value of
future normal costs.

The total contribution produced by an actuarial cost method is the total of the normal cost and an
amount to amortize any unfunded actuarial accrued liability.

A-2  Deferred Retirement Option Program (DROP)

An additional area where the application of the Entry Age Normal Method in the FRS actuarial
valuation is nontraditional deals with the policy decision for treatment of the Deferred Retirement
Option Program (DROP).

As stated on page 1-13 of the July 1, 2012 Actuarial Valuation Report (Report) the DROP
contribution requirement is determined on a two step approach. Based upon communication with
the Department’s actuary, we understand the process to proceed as follows:

Step 1 (1* bullet) — The liabilities are determined under the entry age normal actuarial cost method
by Class utilizing assumed rates of future retirement that do not reflect the probability of entering
the DROP. We understand current DROP members are treated as retired and included in their
respective Class. The required contribution by Class is determined as the normal cost plus an
unfunded accrued liability amortization cost (See Table IV - 4 of the Report).

Step 2 (2nd bullet) — The liabilities are re-determined under the entry age normal actuarial cost
method utilizing assumed rates of future retirement that do reflect the probability of entering the
DROP in the future. The required contribution for the DROP is determined as the increase in
normal cost plus the increase in actuarial accrued liability amortized over 30 years as a level dollar
amount assuming mid-year payment in the fiscal year following the Report year (See Table 1V - 4
of the Report).

We understand for the remainder of the Report (excluding GASB accounting information) values
are shown based upon Step 1 only.

Gabriel Roeder Smith & Company -7-
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For purposes of determining contribution amounts, the cost for the DROP may not have been
determined under a GASB compliant actuarial cost method as defined under GASB Statements 25
and 27 (See Table 1V-4 of the Report).

1. The footnote to Table IV—4 of the July 1, 2012 Actuarial Valuation Report states that ... DROP
(contribution) rates are special charges to cover the assumed cost of DROP participants; they
are not Normal Cost or UAL Cost in the traditional sense.

2. Paragraph 10.a. of GASB Statement 27 states Benefits to be included — The actuarial present
value of total projected benefits should include all pension benefits to be provided by the plan
to plan members or beneficiaries in accordance with (1) the terms of the plan and (2) any
additional statutory or contractual agreement(s) to provide pension benefits through the plan
that are in force at the actuarial valuation date.

3. Paragraph 10.d. of GASB Statement 27 states Actuarial cost method — One of the following
actuarial cost methods should be used: entry-age, frozen entry age, attained age, projected
unit credit, or the aggregate actuarial cost method as described in Paragraph 40, Section B.

We believe all GASB accounting information has been presented based upon the Step 2 results.

Finally, we note for purposes of the measurement of the deficiency (actuarial accrued liability
exceeds actuarial value of assets) the actuarial accrued liability is measured under Step 1. This
measurement currently understates the amount of unfunded accrued liability since the Step 1
actuarial accrued liability does not reflect the actuarial accrued liability for expected future
DROPs. F.S., 121.031(3)(f)(1) uses the term actuarial liabilities without further definition. We
might have expected the use of the full actuarial accrued liability measured inclusive of
expectations of future DROPs (Step 2).

We note the retirement assumption in the first year of eligibility may have been increased as an
estimate of members who would have retired rather than enter the DROP if there were no DROP.
While this is a step in the right direction it does not capture the full extent of expected future
DROP enrollments. The continued nontraditional treatment of the DROP appears to have a
significant impact on the size of the reported unfunded accrued liability ($19.3 billion — no future
DROPs vs. $20.2 billion expected future DROPs).

The actuarial valuation shows that use of the actuarial accrued liability determined under the Step
2 approach would increase the reported July 1, 2012 unfunded accrued liability by $856.4 million.

A-3  Ultimate or Replacement Entry Age Normal Actuarial Cost Method

A variation of the Entry-Age-Normal Actuarial Cost Method is being employed. Under this
variation of the Entry-Age-Normal Actuarial Cost Method, the normal cost is determined as if all
active members are covered under the lower (Tier II) level of benefits applicable to members
eligible after June 30, 2011. This has the effect of dramatically reducing the normal cost for active
members eligible prior to July 1, 2011. The increase in unfunded accrued liability resulting from
this method change is being amortized over 30 years.

Gabriel Roeder Smith & Company -8-
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The July 1, 2011 Actuarial Valuation Report states:

All current members will continue to earn benefits at levels greater than those annually earned by
members initially enrolled on or after July 1, 2011. When this impact is combined with amortizing the
change in the unfunded liability due to Senate Bill 2100 over 30 years, the funding of current
member’s actual normal costs will extend beyond working lifetime into retirement.

We note the Government Accounting Standards Board has recently issued Statements No. 67 and
68 amendments to GASB Statements No. 25 and 27 accounting standards for public retirement
plans. Under Statement No. 67 (similar language in Statement No. 68) this modification is
expressly prohibited for accounting purposes as follows:

46. The entry age actuarial cost method should be used to attribute the actuarial present value of
projected benefit payments of each plan member to periods in conformity with the following:

a. Attribution should be made on an individual plan-member-by-plan-member basis.

b. Each plan member’s service costs should be level as a percentage of that member’s projected
pay. For purposes of this calculation, if a member does not have projected pay, the projected
inflation rate should be used in place of the projected rate of change in salary.

c. The beginning of the attribution period should be the first period in which the member’s service
accrues pensions under the benefit terms, notwithstanding vesting or other similar terms.

d. The service costs of all pensions should be attributed through all assumed exit ages, through
retirement. In pension plans in which the benefit terms include a DROP, for purposes of this
Statement, the date of entry into the DROP should be considered to be the plan member’s
retirement date.

e. Each plan member’s service costs should be determined based on the same benefit terms
reflected in that member’s actuarial present value of projected benefit payments.

While GASB requirements are for purposes of accounting, we believe this GASB requirement is
derived from considerable analysis of the issues with this approach to the Entry-Age-Normal
Actuarial Cost Method in conjunction with use of maximum amortization periods.

Finally, we note the Review of 2012 Asset-Liability and Asset Allocation Update presentation by
Hewittenisknupp at the TAC meeting on March 19, 2012 included the following comment about
this variation of the Entry-Age-Normal Actuarial Cost Method:

Impact of Pension Funding and/or Benefit Policy Changes

Later?

— Could include a change in the actuarial cost method (switch to “traditional” Entry Age, from the
current “ultimate” Entry Age method).

— Issues here would also be considered by the FRS Actuarial Assumption Estimating Conference.

Effective with the July 1, 2011 Actuarial Valuation, consideration should have been given to the
amortization period of the increased unfunded actuarial accrued liability resulting from this
change. This increase is being amortized over the maximum allowable period (30 years) under
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State statute (and GASB requirements) from July 1, 2011 utilizing the 4% payroll growth
assumption. A less aggressive approach to funding this increase may be more appropriate (i.e.
reducing the amortization period, etc.).

The Government Accounting Standards Board has determined this variation is not acceptable for
accounting expense and disclosure under GASB Statements 67 (generally effective for fiscal year
ending in 2014) and 68 (generally effective for fiscal years ending in 2015). Questions may arise
as to whether this variant is consistent with intergenerational equity for taxpayers and to whether
this variation is compliant with F.S., 112.61.

. The Department’s actuaries use generally accepted actuarial cost methods, bases for assumptions
and reporting standards.

For the most part, the actuarial valuation meets these requirements. The nontraditional treatment
of DROPs understates plan liabilities. Our discussion of this aspect of the actuarial cost methods is
included in paragraph A above.

The use of a 4% payroll growth assumption does not appear to be supported by the information
disclosed in prior Actuarial Valuation Reports and System Annual Reports. F.S., 112.65(5)
generally requires the payroll growth assumption NOT exceed the rate of payroll growth
experience over the latest 10-year period. The July 1, 2012 Actuarial Valuation Report in
conjunction with prior Actuarial Reports do not disclose the relevant payroll data. Our discussion
of this aspect of the actuarial cost methods is included in paragraph A above.

The use of this variation of Entry-Age-Normal Actuarial Cost Method may not be consistent with
State statute based upon the facts and circumstances of FRS. Our discussion of this aspect of the

actuarial cost methods is included in paragraph A above.

Actuarial Assumptions

The retirement assumptions were updated and first implemented in the July 1, 2010 Actuarial
Valuation based upon the Experience Study covering the five-year period ended June 30, 2008 as
modified by the February 16, 2010 study on House Bill 479 which was enacted into law. The
retirement assumptions were further updated and first implemented in the July 1, 2011 Actuarial
Valuation based upon the Experience Study covering the five-year period ended June 30, 2008 as
modified by the February 16, 2010 study on House Bill 479 which was enacted into law and
further moditied by the July 1, 2011 Study on Senate Bill 2100 which was enacted into law.

We believe that the updated assumptions generally better reflect prior experience and future
expectations. However, as discussed in our review of the Experience Study for the 5-year period
ended June 30, 2008, we believe the liabilities continue to be overstated due to the use of quite
conservative inactive mortality assumptions when compared to observed FRS inactive mortality
experience.

Process for Assumption Setting: The principles set forth in Actuarial Standards of Practice
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(ASOP) No. 27, Selection of Economic Assumptions for Measuring Pension Obligations guide the
proper selection of economic assumptions. In particular, they prescribe that the actuary develop a
best estimate range for each economic assumption, and then recommend a specific point within
that range. After completing the assumption process, the actuary should review the set of
economic assumptions for consistency.

The principles set forth in ASOP No. 35, Selection of Demographic and Other Noneconomic
Actuarial Assumptions for Measuring Pension Obligations guide the proper selection of the
remaining actuarial assumptions. In particular, they prescribe the actuary use professional
judgment to estimate possible future outcomes based on past experience and future expectations,
and select assumptions based upon application of that professional judgment. The actuary should
select reasonable demographic assumptions in light of the particular characteristics of the System
that is the subject of the measurement. A reasonable assumption is one that is expected to
appropriately model the contingency being measured and is not anticipated to produce significant
cumulative actuarial gains or losses over the measurement period.

The following comments on the remaining actuarial assumptions remain valid.

1. Early retirement / withdrawal rates — Early retirement and withdrawal rates are combined
due to the somewhat unusual early retirement eligibility under the System [completion of
six years of service (eight years if employed after June 30, 2011) regardless of age]. The
valuation assumes early retirement (immediate reduced benefit commencement) for vested
members leaving employment within ten (10) years of normal retirement. All other vested
terminations are assumed to elect an unreduced deferred benefit commencing at normal
retirement date.

These rates reflect ten (10) year select and ultimate rates. It may be more common to use a
select period that coincides with the vesting period (6 / 8 years vs. 10 years). Also, we are
unaware of any analysis to determine experience relating to members electing immediate
reduced benefits vs. deferring unreduced benefits to normal retirement date.

2. Retirement rates and DROP — We have discussed in detail issues relating to the treatment
of current and future DROPs (see Paragraph A).

In brief, two sets of retirement rates are determined. Set 1 does not reflect the probability
of entering the DROP. Set 2 reflects the probability of entering the DROP. The Actuarial
Valuation Report is substantially based upon Set 1 retirement rates, which include an
assumption that half of the members expected to enter the DROP would still elect to retire
in the absence of the DROP.

As stated above, we believe the Report should substantially reflect Set 2 retirement rates.
The allocation of the contribution to Classes could be included in the Report based upon
Step 1 rates consistent with our understanding of policy decisions.
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3. Inactive_mortality and disabled mortality rates - The inactive mortality rates (separate
male and female rates) used for all Classes were updated first effective in the July 1, 2009
Actuarial Valuation to reflect experience (lower than expected observed mortality). While
not unreasonable, the inactive healthy mortality rates appear conservative.

Please refer to our actuarial review of the Experience Study covering the five-year period
ended June 30, 2008 for a more detailed analysis.

C. The specific economic and demographic assumptions used are arrived at from a sufficient level of
detail considered, and are reasonable in light of recent experience. Such analysis should also
comment on the collective effect of all assumptions.

Except for the economic assumptions referred to in Paragraph B, the actuarial assumptions were for
the most part examined in the recently completed Experience Study.

In Paragraphs A and B (above), we have provided our insights regarding the economic and
demographic assumptions in light of the Experience Study.

In Paragraphs A and B (above), we have provided our insights on the funding and the accounting
expense and disclosure assumptions addressing the payroll growth assumption for purposes of
amortization of the deficit.

D. The Department’s actuaries provide sufficient information as to causes for gains, losses, and net
change in the unfunded liability to allow evaluation of specific factors.

The July 1, 2012 Actuarial Valuation Report provides information on actuarial gains and losses
and net change in unfunded liability on several different pages.

The Executive Summary of the Report breaks out gains and losses by source for the actuarial
accrued liability. Gains and losses by source are first determined based upon the total actuarial
accrued liability (exclusive of gains and losses from assumed investment return) followed by the
effect on the unfunded actuarial accrued liability showing the loss from investment return.

The System experienced an actuarial gain of $100 million during fiscal year ended June 30, 2012 -
$1.343 billion gain from liabilities net of a $1.243 billion loss from investments. In addition, this
loss is impacted by the nontraditional treatment of liabilities for the DROP.

Liability actuarial (gains) / losses are reported by source on page I-6 of the Actuarial Valuation
Report. We note that the most significant source of liability actuarial (gain) / loss identified this
year is a $3.220 billion gain from the miscellaneous Demographics / Other. For the year ended
June 30, 2011 and 2010, substantial gains of ($1.849 billion) and ($1.967 billion) were reported
due to the miscellaneous Demographics / Other. These are continuing substantial amounts of
unallocated experience (gains) / losses. We recommend this continuing difference be analyzed by
source.
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We note a substantial loss of $2.081 billion due to /nactive Data Clean-Up. During the previous
three years, this substantial source of actuarial (gain) / loss resulted in losses of $1.723 billion,
$1.632 billion and $1.533 billion, respectively. We understand part of this liability may result
from an overstatement of mortality gains for the death of retired members who have elected joint
and survivor benefits. We understand overstated mortality gains are offset by losses included as
part of the inactive data clean-up. We believe effort is warranted to maintain accurate data to
ensure the validity of reported actuarial results.

In addition, we note a $217.6 million gain from retiree mortality experience this year identified in
the July 1, 2012 Actuarial Valuation Report. Gains from retiree mortality experience were also
reported for fiscal years ended June 30, 2011, 2010 and 2009. Developing retiree mortality
experience is consistent with our observation of the conservative nature of this assumption.

. The Department’s actuaries’ actuarial report adequately provides necessary information that
another actuary, unfamiliar with the situation, would find sufficient to appraise the findings and
arrive at reasonably similar results.

The Actuarial Valuation Report provides significant information - both in terms of importance and
in volume. The FRS is complicated and the valuation methods employed are somewhat non-
traditional for: (1) certain benetfits (DROP), (2) the allocation of contribution requirement by Class
and (3) the use of the Rate Stabilization Mechanism, when applicable.

In addition to our comments in the above paragraphs, we believe that additional information would
be both helpful and appropriate. We are pleased to see the actuarial present value of future
benefits and the actuarial present value of future pay disclosed. We note, however, these
disclosures do not reflect the Step 2 assumptions for future DROPs.

As detailed later in our Review, we requested and were provided with these actuarial present
values by Class further broken down by decrement. This detail was provided both under the
retirement assumptions that do not recognize future DROPs (Step 1) and fully recognizing future
DROPs (Step 2). This is the basis for our validation of the results of the actuarial valuation.

We believe disclosure of the 10-year history of payroll growth would be beneficial in light of the
statutory requirement limiting this assumption to actual 10-year payroll growth experience.

We believe the actuarial valuation report could be further improved by providing additional prior
year results along with side-by-side current year results as appropriate. The reader of the actuarial
valuation report would gain insight from a ready comparison both in terms of changes in absolute
value and percentage changes.

We may look to Chapter 60T-1, Florida Administrative Code which endorses the prior year /
current year side by side comparison along with suggestions of key valuation disclosures.

F.A.C., Chapter 60T-1.003(4)(h) provides Actuarial Reports... (I) A comparative summary of
principal valuation results, essentially in the following format:

Gabriel Roeder Smith & Company -13-



ACTUARIAL REVIEW - JULY 1,2012 ACTUARIAL VALUATION OF THE
FLORIDA RETIREMENT SYSTEM

COMPARATIVE SUMMARY OF PRINCIPAL VALUATION RESULTS
(Not a required format — to be used as a guide only)

Actuarial Valuation Prepared as of

Current Date Prior Date

1. Participant Data

Active members # #

Total annual payroll $ $

Retired members and beneficiaries (other

than disabled) # #

Total annualized benefit $ $

Disabled members receiving benefits # #

Total annualized benefit $ $

Terminated vested members # #

Total annualized benefit $ $
2. Assets

Actuarial value of assets $ $

Market value of assets $ $
3. Liabilities

Present value of all future expected benefit

payments:

Active members $ $

Retirement benefits $ $

Vesting benefits $ $

Disability benefits $ $

Death benefits $ $

Return of contribution $ $

Total $ $

Terminated vested members $ $

Retired members and beneficiaries:

Retired (other than disabled) and

beneficiaries $ $

Disabled members $ $

Total $ $

Total present value of all future expected

benefit payments $ $

Liabilities due and unpaid $ $

*Actuarial accrued liability $ $

*Unfunded actuarial accrued liability $ $

*Refers to liabilities not funded by future
normal cost contributions. Show amount,
date  and  amortization  period  a
establishment, and current amount of each
such liability not amortized
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4. Actuarial present value of accrued benefits
(to be determined in accordance with a. and
b. below)
Statement of actuarial present value of all
accrued benefits

Vested accrued benefits $ $
Inactive members and beneficiaries $ $
Active members

(includes nonforfeitable accumulated

member contributions in the amount of) $ $
Total value of all vested accrued benefits $ $
Non-vested accrued benefits $ $

Total actuarial present value of all accrued
benefits $ $
Statement of changes in total actuarial
present value of all accrued benefits
Actuarial present value of accrued benefits at
beginning of year $
Increase (decrease) during year attributable
to (where applicable):
Plan amendment
Changes in actuarial assumptions
Increase for interest and probability of
payment due to decrease in discount
period and benefits accrued
Benefits paid
Other changes (identify and state amount)
Net increase (decrease)
Actuarial present value of accrued benefits at
end of year $
a. Accrued benefits are those future promised benefits that are determined in accordance with
the plan’s provisions based on the service members have rendered to the actuarial valuation
date. Accrued benefits are those payable under all applicable plan circumstances —
retirement, death, disability, and termination of employment — to the extent they are deemed
attributable to member service rendered to the valuation date. Benefits to be provided by
insured contracts for which the plan sponsor has no future liability and which are excluded
from plan assets are to be excluded from plan benefits.
b. All determinations are to be on a consistent basis. Any change is to be disclosed, together
with an explanation. The exhibit entries for the actuarial valuation date as of which a change
is made shall show the entries on a before and after change basis.
5. Pension cost (specify applicable funding
period)
Normal cost (show cost for each benefit if so
calculated and amount of administrative

% |

SR |»|»m |

Gabriel Roeder Smith & Company -15-



ACTUARIAL REVIEW - JULY 1,2012 ACTUARIAL VALUATION OF THE
FLORIDA RETIREMENT SYSTEM

expenses, if applicable.) 3 $
Payment to amortize unfunded liability $ $
Expected  plan  sponsor  contribution
(including  normal  cost, amortization
payment and interest, as applicable) 3 $
As % of payroll % %
Amount to be contributed by members $ $
As % of payroll % %
6. Past contributions
For each plan year since last report:
Required plan sponsor contribution $ $
Required member contribution 3 $
Actual contributions made by:
Plan’s sponsor $ $
Members $ $
Other (e.g., Chapters 175 or 185, F.S.) $ $
7. Net actuarial gain (loss) (if applicable) 3 $
8. Other disclosures (where applicable)
Present value of active member:
Future salaries
at attained age $ $
at entry age $ $
Future contributions
at attained age $ $
at entry age $ $
Present value of future contributions from
other sources (identify) $ $
Present value of future expected benefit
payments for active members at entry age $ $

F. Other aspects of the Department’s actuaries’ work and report are sufficient

As stated above, the Actuarial Valuation Report provides significant information. We believe that
disclosures of the normal costs and actuarial liabilities fully reflecting future DROPs are
appropriate.

F.S. 121.031(3)(a) provides The valuation of plan assets shall be based on a 5-year averaging
methodology such as that specified in the United States Department of Treasury Regulations, 26
C.F.R 5. 1.412(c)(2)-1, or a similar accepted approach designed to attenuate fluctuations in asset
values.

The July 1, 2012 actuarial value of assets method starts with the July 1, 2011 actuarial value of
assets and determines an expected actuarial value of assets as of July 1, 2012 assuming the

Gabriel Roeder Smith & Company -16 -



ACTUARIAL REVIEW - JULY 1,2012 ACTUARIAL VALUATION OF THE
FLORIDA RETIREMENT SYSTEM

expected fund return (7.75% for fiscal 2012) recognizing non-investment cash flows. The July 1,
2012 actuarial value of assets is the July 1, 2012 expected actuarial value plus 20% of the excess
(deficiency) of July 1, 2012 market value of assets over the July 1, 2012 expected value of assets.

We believe this actuarial value of assets method is an acceptable method under Treasury
regulations, complies with Florida statute (rolling 5-year average) and meets the requirements of
Actuarial Standard of Practice No. 44 Selection and Use of Asset Valuation Methods for Pension
Valuations. However, we note that under prior IRS rules, a private retirement plan covered by the
above Treasury regulation would require prior IRS approval to switch from another approved
method to this method. This is not the case with pre-approved methods. We believe that a method
subject to automatic approval may be preferable.

A deficiency of the current actuarial value of assets method is that if actual investment returns
exactly matched expected investment returns over the 5-year averaging period, the actuarial value
under this method would NOT equal the market value.

ASOP No. 35, Selection of Demographic and Other Noneconomic Actuarial Assumptions for
Measuring Pension Obligations was updated for deviation language effective May 1, 2011.
Section 4.1.1 of ASOP No. 35 has been revised in two ways. First, the actuary’s disclosure
around mortality should be sufficient to allow another qualified actuary to understand the
assumption made for future improvement. Second, if the actuary assumes zero future improvement,
the actuary needs to disclose that assumption explicitly.

Page A-5 of the Actuarial Valuation Report states: Mortality rates for members who die in service
are based on the RP-2000 Employee Mortality tables for males and females. 1f the System Actuary is
not assuming future mortality improvement, we recommend an explicit statement so disclosing no
future mortality improvement is assumed.

Table IV-5 of the Actuarial Valuation Report shows the legislated contribution rates are less than
the actuarially determined contribution requirements for the three-year period ending June 30,
2013. Among the many ramifications of insufficient funding is future contribution projections
may need to be reduced resulting in a lower effective discount rate for determining liabilities under
GASB 67 and 68 accounting disclosures.
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Replication of July 1, 2012

Actuarial Valuation Results
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IV. Replication of key financial results of the July 1, 2012 Actuarial Valuation

In this phase of the review, GRS reviewed the calculated values (present value of benefits)
supplied by the FRS actuaries subdivided by Class and type of benefit for active members (i.e.,
service retirement, vesting and reduced retirement, ordinary and service disability, ordinary and
service death, and refunds of contributions) and pensioners by category (retirees, terminated
vested members and current DROPS) divided by Class. In addition, we reviewed the
calculation of the present values of future salaries divided by Class.

The following tables compare the results of the System actuaries and GRS calculations of
present value of benefits and future compensation for each Class under regular retirement rates
and increased retirement rates that reflect anticipated future DROPs.

GRS established quantitative measures to determine whether, on a present value line by line
basis (i.e., retired members, beneficiaries, active retirement, death, disability, etc.), results
calculated separately by GRS and the System actuaries agreed with each other to within
reasonable tolerances. One of our quantitative tests is the ratio of the line present value
calculated by GRS to the line present value calculated by the System actuaries. To PASS
this test requires a difference not in excess of 5.0%. This test is sensitive to the size of the
line present value that is measured in thousand dollar increments. For example, the present
value for duty disability for active Special Risk Administrative (No Future DROP Retirement
Rates) (SRA) Class members is 148. A GRS calculation of above 155 or below 141 would
fail this 5.0% test. In fact, GRS calculated 162, which is only off by fourteen (14) but fails
the percentage test (9.46%).

Measure Two of our quantitative test is the ratio of the difference between the line present
value calculation of the System actuaries and the GRS line present value calculation divided
by the total liability calculated by the System actuaries. To PASS this test requires a ratio
within 0.5%. The present value for duty disability for active Special Risk Administrative
(No Future DROP Retirement Rates) (SRA) Class members mentioned above clearly passes
this test (0.02%) as expected due to the minimal dollar difference. A PASS is assigned to
each line present value only if Measure One or Measure Two is passed.

Every line liability PASSES for all Classes and for both retirement rate assumption sets and
in our opinion our results have verified the calculations of the Department’s actuaries. Our
results should not replace the results of the System actuaries. Our calculations are sufficient
only for the purpose intended (actuarial review) and are not suitable for any other purpose.

Gabriel Roeder Smith & Company -18-



9€S‘0L8°891 $

687°696°S6  $

eS8y 'sor §

916°0TTV6  $

9S$¥°609°61
$€9°991°S
86I°€6I'IL  §

YLL998YTT $
YET'LIS

LYT'106‘TL  $

LTLSYT 61
LTL'6S0°S
97°S16°69  $

L8T'89S°0TT $
YET'LIS

STV'YIT'IL  $

ssed V/N ssed
ssed V/N ssed
ssed ssed ssed
ssed Ssed ssed
ssed req ssed
Ssed V/N Ssed
Ssed V/N Ssed
ssed V/N ssed
ssed ssed ssed
ssed V/N ssed
ssed ssed eq
sseq ssed ey
ssed ssed eq
sseq ssed ey
sseq ssed ey
ssed req ssed
sseq ssed sseqd
aysoduro) %S0 %S
dIAd [enpiarpuy
1891, Ayqiqery

S0T0'0  S070°0
90100 98100
TT000 68100
9000°0 112070
LLOOO  €810°0

V/N $610°0
V/N 00000
6600°0  0€70°0
00000 00000
66000  0£T00
00000  SE€0T'0
20000 0ILO0
L0000 #€90°0
#0000  86C1°0
81000  9€€T0
9,000 81200

(8000°0)  (9%10°0)
[€I0L  [enprAIpuj

opey Ayfiqery

$68 $68
Tr1°T06'TL  §  €TESITIL S
9TE’LY €TI°6L
VeV 696 069°1€S
86L'SHS'T SI8'SELT
10L°€TS 816°€9¥
S¥8°€9S°1 VEL'LIT 1
8TH'L80°6S 16S°9T8°LS
0T9°vcT'6  § TS809¢6 S
SUD UBUIIAl

sajey JUBWANAY SJOU( Mg o\ - - TVLOL ANVYUD

1830,

JAnoeuy [8j0],

SdO0dd
SPISO A POJBUIULID |,

SOINSY

qAAd 2a11o0u]

:A1ejeS JAd 9ANOY
uno)

dAAd AV B0 L
suonnquo) JAd Sso71

[e101qng

suonNNQILIuUO)) JO WINJOY

Aniqesiq Aing

Anniqesiq Aing-uoN

yreaq Ang

yreaq Ang-uoN

JUWAINOY

UAWRINY Al / [BMBIPYIA
TAAd 2TV

(000 %)
WHLSAS AINAWHIILAY VAIYOTA

-19 -

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssedq ssedq ssedq
ssed ssed ssed
ssed eq ssed
ssed V/N ssed
ssed V/N ssed
ssed V/N ssed
ssed ssed ssed
sSsed V/N sSsed
ssed ssed eq
sSsed sSsed reyq
sSsed sSsed reyq
sSed sSed reyq
sSed sSed reyq
SSed SSed SSed
SSed SSed SSed
isoduro) %S 0 %S
dIAd [enprAIpuy
1S9, Aypiqery

SA)EY JUIWINY SJOU 24mNy ON - - (VYS) urupy ysry [eradg

1100 I#10°0
6110°0  ¥E10°0
11000  TITO0
90000 11€0°0
201070 §TI0°0

V/IN ST€0°0
V/IN 00000
720000 961070
00000 00000
TTO00 96100
00000 0000°1
20000 9t¥60°0
20000 8LLOO
10000  #6L0°0
¥0000  8T0€0
9100°0 8L10°0

(1000°0)  (¥+00°0)
[¢J0L  [enpraipu]

oney Ayiqery

7986 $§ 8SS‘T6 S
LTT€8 $ LTIT8 S
618t 61LY
768°1 ceg’l
91S9L  § €LSSL
8IS91  § ¥I09T  §
w w
SE9'0T  § IEFOI  $
0 0

Se9'01  $ Iero1$
4 I

291 81

v61 081

89 €9

44l 601
0LT'S AR
L6L'1 $ S08‘l $
SUd U

ejoL

JAndRU] [BIO,
sdOdd
SPIISOA poeUILLID |,
sooInaYy

gd.1d 2a1ovu]

:Arefes JAd 9ANOY
juno)

dAAd A1V [8I0],
suonnqryuo) JAd SS9
[eroIqng
suonnqLiuo)) Jo uImoy
Anpqesig Ang
Anpiqesiq Aing-uoN
yeaq Ang
peaq Ang-uoN
JUSWIDINDY
JUSWRINAY A[IeY / [BMBIPUMAA
gAAd 243y

(000 %)
WAHLSAS INAWHHILAY VAIIOTA

-20 -

Gabriel Roeder Smith & Company



SE9'I6I‘9E §  €09°9LY'SE §

THY'0S08T $  168°EIL'LT §

1€0°S0E Y
0€6°6L9
181°S90°¢1

LYY
S8TTLY
$ L88°998°CI $

LOLYLOTY §  €€6°9¢v' Ty $

SSE'8S

SSE'8¢

COT'THI'ST $ GOLTILLT $

ssed V/N ssed
ssed V/N ssed
sseq sseq sseq
ssed ssed sseq
sseq eq sseq
ssed V/N ssed
ssed V/N ssedq
ssed V/N ssed
ssed ssed sseq
Ssed V/N Ssed
ssed ssed ey
Ssed SSed req
Ssed Ssed ssed
Ssed Ssed eq
Ssed SSed req
Ssed req SSed
Ssed Ssed Ssed
Jyisoduro) %S0 %S
daAd [enpiAIpu]y
1S9, Aypiqer g

20200  7020°0
18000  T910°0
€2000 06100
20000 #1100
96000  ¥S10°0
V/N 95000
V/N 00000
17100 T¥T0°0
00000 00000
12100 THT00
10000  69TS0
L0000 1¥90°0
L0000  06¥0°0
01000  911T0
62000  S8I€0
69000  +910°0
(z000°0)  (0S00°0)
[e10],  [enplAIpu]
opey Aypiqery

0 0
€6L°1V1°8L § 60L°TILLL $
Tes'll ovL L
o6ty 908°€6¢
612°20S vSL8LY
¥8L°T0C €9€°L91
€79°8Th T60°5TE
6S¥°L60°ST 1LTES8 I
viceLy'l § vL998Y'l §

SYO

$d)eY JUdWAANIY SJOUA 1Ny oN - - (AS) AsKY [eradg

[T

g0,

dAdRU] [BI0L
sd0dd
SPIISOA PIIBUIULID |

SOINY

q4.1d 2a1ovu]

:ArejeS JAd 9AIDY
Juno))

dAAd AABOYV [B)0],
suonnqryuo) JAd SS9

[ejo)qng

SuoNNQLIUO)) JO UINY

Aqesig &g

Aypqesiq AnQg-uoN

peaq Ang

reag Aig-uoN

JUSWIAINY

JUOWINAY A[IeH / [EMBIPUYI A
gAAd 290y

(000 $)
WAHALSAS INAWANILAY VAIIOTA

221 -

Gabriel Roeder Smith & Company



ssed V/N
ssed V/N
ssed ssed
ssed ssed
ssed req
ssed V/N
ssed V/N
ssed V/N
ssed ssed
ssed V/N
ssed ssed
ssed ssed
ssed ssed
ssed ssed
ssed ssed
ssed ssed
ssed ssed
9jsodwo) %S0
d4Ad

ssed

ssed
ssed
ssed

ssed

ssed

ssed

ssed

ssed
ssed

ey
reqd
Iredq
reqd
reqd
ssed

ssed

%S

[enprarpuy

1891, Ayprqery

$3)eY JUIAWAINIY SJOU 1Mny o\ - - (JAS) JUdWIFLUR]A] J0IUIS

LSTO'0  LST00
01000  SLI0O
82000  T610°0
$000°0 €210°0
0,000  #L10°0

V/IN 6€€0°0
V/IN 00000
SS00°0  TET0°0
00000 00000
§S000  TEI00
00000  9£90°0
10000  6001°0
¥0000  6SL0°0
20000 00010
¥1000  LSITO
LEOD'0  +010°0

(#000'0)  (6800°0)
[e)0L  [enpIArpu]

oney Aypiqery

690°0Er‘y §  S8ST9EY $
6VL68ST S SST'SKSTS
088°€9 LSLTE9
V6L L1 1SL°S91
SLO'SLLT S LYL'LVL'L $
099°8L8°€ § €I€ISLE $
8T€S 8¢S
0TEOP8‘T $ 0€E9I8T $
0 0
0TE0PS T $ 0€€918°1 §
9GL°l 1591
AR~ LEL'E
859°9¢ 8LLYT
7€9°8 6v8°L
8P ¥e LTE8T
1G€°68S°1 010°695°1
69¢°6Ll $ 8L6081 §
SUD uewIIA

eoL

ARy [BIO
sdOdd
SPAISO A POIBUILLLIO ],
SOy

GA1d 2a3o0u]

:Arefes JAd A0V
juno))

AAd ANV [8)0 L
suonnqLyuo) JAd SO

[erogng

suonNQLIU0)) JO UINjOy

Amqesig Anq

Anpqesig Aing-uoN

meoq AinQg

pea A -uoN

JUUIITOY

JUWIAINY A[Ieq / [EMBIPYIAN
gAAd 241y

(000 $)
WHLSAS INHWHYILAY VAIYOTA

-22 -

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssed ssedq ssed
ssed sseq ssed
ssed meq ssedq
ssed V/N ssed
ssed V/N ssed
ssed V/N ssed
sseq ssed sseq
ssed V/N ssed
sseq ssed ey
ssed ssed ey
ssed ssed L |
ssed ssed ey
ssed ssed L |
ssed ey ssed
ssed ssed ssed
Isodwo) %S0 %S
d4Ad [enpiAlpu]
1S9, Ayiqery

L0700  L0T0'0
oo 7610°0
12000 6810°0
80000  0€20°0
€800°0 06100
V/IN 9220°0
V/IN 00000
$600°0 6720°0
00000 0000°0
$600°0 6220°0
00000  0¥S0°0
10000 L0600
L0000 8890°0
2000°0 L¥80°0
S1000  TTOT0
08000  T¥T0'0
(0100'0)  (9910°0)
[€J0],  TenpIAIpuy
opey Ayjqery

6TE0L8°STI $ 68S'LIEETL $
TIS'899°CL  $§ LL6IST'TL $
LY9'EET Y1 9L8°696°¢€1
1¥LT9T'Y €LOLIT'Y
vCI'TLI'SS  § 8TOSHI'PS  $
TIL'EYP6'9LT § SI6°E€EO'ELT $
8S8° ISP 8S8°ISY
LIS I0TTS § TI9SE0‘IS §
$68 S68
TIL'TOT'TS  §  LOS9L0°LS  $
61€€L 19569
08¢l €v8I€l
618°C0€’1 S06°81C°1
€68°L0¢ 108°€8C
€E€STLOT TL1'T68
818°€08 1 L9V SIS 0
896861 L  $ 8SLYTYL
SUd TR

$3)eY JUAWRINIY SJOU( AN 0N - - SVAT + SHTODS + SUL + (DTY) 1em3oy

el

JAT)IRU] [B)O ],
sd0dd
SPIISOA POJRUIULI |,

S9alIY

gdA4d 2a1ovu]

:A1ereS JAd 2AOY
Juno))

AAd AV [B)0 L
suonnqLuo)) JAd Sso1

[eroiqng

suonNqLIUOY) JO UMY

Agesia Aing

Anqesig Ang-uoN

ypeaq Amnq

rea Am-uoN

AWy

JUSWRINY AR / [BMBIPYIIA
g4Ad 2385y

(000 9
WAHLSAS INAWAYILAY VAIIOTA

-23 -

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssed ssedq ssed
ssed ssedq ssed
sseq meq sseq
ssed V/N ssed
ssed V/N ssed
ssed V/N ssed
ssed ssedq sseq
SSed <\Z SSed
sseq ssedq nmeq
SSed ssed —m& A
ssed Ssed ssed
Ssed ssed Ssed
SSed ssed —m& A
Ssed rej ssed
SSed ssed SSed
sodwo) %S0 %S
d4Ad [enpiAIpuy
1S9, Ayprqery

8770°0  87T0°0
9€10°0  9020°0
6£00°0 98100
20000 TFIO00
§6000  8IT00
V/N 80100
V/IN 00000
£600°0 1L20°0
00000 00000
£600°0 1L20°0
1000°0 150T°S
10000 0¥90°0
€000°0  99%0°0
(100000  (+0£0°0)
T€000  TLLTO
65000 1020°0
(€0000)  (TT10°0)
[€J0],  [enplAlpu]
oney Ayjiqery

€COELY'T §  SETOPP'L §
9v0'896 $ 86F‘8Y6 $
r0€°S0¢ €EL66T
0vC’0¢ 95661
T0STr9  $ 608879
6€6'686 $ PEPSL6 §
11L 11L
LL6YOS $§ O0v9°‘16y $
0 0
LL6'POS $ 0¥9°16Y §
e 6¢
SPLT 0v9‘1
S19°01 ol
681°¢ 68C°¢
601°1C 87591
1S9°CEY 8E1vTy
9Trh'se  $ p98se  §
SUD WU

$9)eY JUIUWRINIY SJOAA 21Ny o\ - - () [epIpng

reoL

JAndRU] [¥)0 ]
sdOdd
SPIISOA PoIBUILLIO |
SOQINY

q:11d 24movu]

:A1e[eS JAd 9ATIOY
uno)

d4Ad 2AD3V [0
suonnqriuo) JAJ SS9

[er01qng

suonNALIuo)) JO UINY

Anqesig LAing

Anpiqesiq Ang-uoN

yeaq Ang

eo Amng-uoN

JUdWIRIY

H—QOSOHSOM \ﬁﬁwm \ EBN.HUQHM M
qdAd 29y

(000 %)
WAHLSAS INAWAIILAY VAIIOTA

-4 -

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssed ssed ssed
ssed ssed ssed
SSsed neq ssed
ssed V/N sSed
ssed V/N ssed
ssed V/N ssed
ssed ssed ssed
Ssed V/N sSsed
ssed ssed eq
ssed ssed ey
ssed ssed ey
ssed ssed ssed
ssed ssed ey
ssed ssed ssed
ssed ssed ssed
aisoduro) %S 0 %S
d4Ad [enpiaipug
1891, Appiqery

ILTI00  TILI00
IE10°0  S910°0
92000 9ST10°0
SE000  €THO0
0,000 8TI00
V/N 65¥0°0
V/IN 00000
0v00'0  €610°0
00000 00000
0v000  €610°0
00000  SOTITO
10000  €£80°0
20000  6TLOO
00000 681070
L1000  SY8TO
82000  ¥610°0
(6000°0)  (1L10°0)
[eI0L  [enprarpuy
oney Ayjiqery

POS'6IT  $ O00S'LIT $

woe'r6e  § v8e‘c6 $

629°61 8TE61

8ST01 8’6

S€0'S9  § VITY9 $

909 $ 1v0Yy  §

011 011

8srYr  $ 9IvT  $

0 0

wSyYe  $ 9lIvT  §

€C 61

8L L

LTV 86€

291 651

T16 01L

L90LT TrL91

€16°S $ 9109 $
SUD WBUIIA

S)eY JUAWAININY SJOUU 4MmNny O\ - - (OSH) IdUIqe) - AJUI0NY - IANESIZI|

eoL

JAndRU] [#)0],
sdOdd
SPAISO A POJRUILLIY T,

S9aI19Y

GAAd 2apovu]

:K1e[eS JAd AV
Juno)

dAAd A1V [8I0],
suonnqriuo) JAJ SS9]
[e103QnS
suonnqrIIuo)) JO wIMay
Aiqesiq Anq
Ariqesiq An@-uoN
yeaq Aing
peaq Ang-uoN
JUSWIRINSY
JUOWIDITIY A[Ied / [BMBIPTIIAN
TAAd 2411y

(000 $)
WHLSAS INAWAAILLAY VAIIOTA

-25.

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssedq ssedq ssedq
ssed ssed ssed
ssed eq ssed
ssed V/N ssed
ssed V/N ssed
ssed V/N ssed
ssed ssed ssed
sSsed V/N ssed
ssed ssed eq
sSed sSed reyq
sSed sSed reyq
sSed sSed SSed
SSed SSed [ LL |
sSed sSed sSsed
SSed SSed SSed
isoduro) %S 0 %S
dIAd [enprAIpuy
1S9, Aypiqery

88100 88100
LTI0°0  0L10°0
€200°0 €910°0
T100°0 9t€0°0
7600°0 7910°0

V/IN 6€€0°0
V/IN 00000
1900°0  8€70°0
00000 0000°0
1900°0 8€70°0
1000°0 98L€°0
10000 6S01°0
€000°0 €8L0°0
00000 1L10°0
6100°0 75970
00°0 €120°0

(900000  (1L100)
[e}0L  [enprAipu]

oney Ayiqery

PII‘T69 $§ ILE6L9 $
I16€VIS § I8L'SOS §
O1°L6 T65°56
08L°€T $86°CT
Sore6e  § YOTL8E $
9L1°1TE  § L€9°01E §
0€8 0€8
€TLLLT $§ 06S‘€LT $
0 0
€TLLLT $ 06S°€ELT §
Tl €01
16% vy
998°C 859°C
110°1 766
8909 96LY
TI8Tyl 8€8°6€1
geeve § LSLvT $
SUd U

S9)eY JUAWRINIY SJOU 21Ny o\ - - (0DH) S[ePYIO A3uno) pajdRdg

eoL

JAndRU] [BIO
sd0dd
SPIISOA poeUILLID |,
sooInaYy

gd.1d 2a1ovu]

:Arefes JAd 9ANOY
juno)

GAAd ANV [8)0],
suonnqryuo) JAd SS9
[eroIqng
suonnqrLiuo)) Jo uIney
Anpqesig Ang
Anpqesig Ling-uoN
peaq Ang
peaq Ang-uoN
JUSWIAINDY
JUSWRINAY A[IeY / [BMBIPUMAA
gAAd 243y

(000 %)
WAHLSAS INAWHHILAY VAIIOTA

226 -

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssedq ssed ssed
ssedq ssed ssed
ssedq neq ssed
ssed V/N ssed
ssed V/N ssed
ssed V/N ssed
ssed ssed ssed
ssed <\Z Ssed
ssedq ssed eq
ssed ssed req
ssed ssed req
ssed ssed req
ssed ssed req
ssed e ssed
ssed ssed ssed
isoduro) %S0 %S
d4Ad [enpiaipug
19, Ayprqer g

95700  9S70°0
S010°0 98100
TT000 68100
9000°0 11200
LLOO'O  €810°0

V/N TTT0°0
V/N 00000
ISTO0  6¥€0°0
00000 00000
ISIO0  6¥€0°0
00000  $6S0°0
20000  TELOO
L0000 SL900
€0000  ¥0OEI0
SI000  86TT0
1€10°0 1L£0°0

(80000)  (S¥10°0)
[eI0L  [enpIATpu]

oney Aypqery

PIS'LITOLL § 1IPT°LI6'SIL $
687°696'S6 $ 916°0TTV6 $
95t°609°61 LTL'SYT61
$€9°991°S LTL6S0S
861°€6L°IL § TH¥SI669 §
1TTOLTYIT § YTL'YT9'60T $
vET'LIS YETLIS
SESBYTPL $§ STEIWLIL $
$68 S68
osv'evTyL  § O0TTLYLIL  $
7e8°es €Tl'6L
#09°9CS 189061
€6L°TTL] 126°€19°1
S09'v8Y L89°8TH
S09°69¢€°1 [SOETT’I
PI1°L€8°09 S0€099°8S
LLSYTT6  § TSS09€6  §
SUd ueuH[IA

SIBY JUBWRINIY SJOUYJ 21y - - "TVLOL ANVIO

oL

dAndRU] [BJO],
sdodd
SPJS9A POIRUILID |
sooIoy

qAAd 2apvu]

:Are[es JAd 9AIOY
Jjuno))

d4Ad AV [BI0L
suonnqIuo)) JAd SS9

[ero1qng

suonnqLIuo)) JO UIMY

Aiqesig Anq

Angesiq Amg-uoN

e AnQg

yreaq An-uoN

JUSWINY

JuaWwAINAY ARy / [EMBIPYIAN
TLAd 2307

(000 9
WAHLSAS INAWHIILLAY VAIIOTA

-27-

Gabriel Roeder Smith & Company



SSsed V/N SSsed
ssed V/N ssed
ssed ssedq ssed
ssedq ssed ssed
sseq meq sseq
ssedq V/N ssedq
ssedq V/N ssedq
ssed V/N ssed
ssed ssedq ssed
SSsed V/N SSsed
ssed ssedq neq
ssed SSsed ey
ssed SSsed ey
ssed SSed req
ssed SSsed eq
SSsed ssed SSsed
SSsed ssed SSsed
dysodwio) %S0 %S
d4Ad [enpiAIpuy
1S9, Ayprqery

95100 95100
6110°0 PEL0°0
1100°0 T1z00
90000 11€0°0
20100 STI00
V/N 1L£0°0
V/N 00000
LE00"0 €€€0°0
00000 00000
L£00°0 €€€0°0
00000 00001
1000°0 0L60°0
2000°0 9800
1000°0 79800
€000°0 STIE0
€€00°0 69€0°0
(z000°0)  (0010°0)
[¢)0L.  [enpIAIpu]
oney Ayjiqery

v00‘v6 § LSS'T6 S
LTT'€8  $§ LTI'T8  $
618Y 61LY
68°1 SES’I
916'9L  $§ €LSSL §
0€E'sT  § I8LVT §
44 w
LLLOT S O0E¥'0l  $
0 0

LLLOT  § oEvol $
4 I

Lyl vEl

9L1 291

€9 8¢

971 96

9LY'8 vL1'8
L8L1 $ S08°1 $
SUD UBWITA

$1EY JIWRINIY SJOUA MmNy - - (VIS) Wwpy sy [e1ads

eoL

JA1)IRBU] [BI0],
Sd0dd
SPIISOA POJBUILLIO |

SOINY

q:11d 249ovu]

:A1e[ReS JAd PATIOY
uno)

ddAd AV [BI0 ]
suonnqryuo) JAd Sso1

[exoiqng

suonNqIIuO)) JO WY

Aiqesiq Ang

Annqesiq Ang-uoN

mea A

yieaq Am(-uoN

JUSWIAINY

JUOWAINAY A[IeH / [EMBIPYIA
gAAd 293y

(000 9)
WAHLSAS INAWAIILAY VAIIOTA

- 28 -

Gabriel Roeder Smith & Company



0LS‘€9S9€ § PPE099°SE $

HP0S0'8T $  P68°CILLT $

1€0°S0€ Y
0€6°6L9
187°S90°€1

TTLYTT Y
G8TTLY
$  L88°998°CT $

S16°L98°0v §  6S1°T8S 0 $

SSE'8S

SSE'8S

STI‘CIS'8T § 0SH968°LT $

ssed V/N sseq
sseq V/N sseq
ssed ssed ssed
ssed ssed sseq
ssed red ssed
ssed V/N ssed
ssed V/N ssed
ssed V/N sseq
ssed ssed ssed
ssed V/N ssed
ssed ssed red
ssed ssed req
ssed ssed req
ssed ssed red
ssed ssed red
ssed red ssed
ssed ssed ssed
9ysodwo’y %S0 %S
d4Ad [enplalpuj
1891, Ayiqery

€520°0 €520°0
0800°0 1910°0
€200°0 06100
2000°0 71100
9500°0 ¥S10°0
V/N 0L00°0
V/N 00000
€L10°0 SPE0°0
0000°0 00000
€LT10°0 S¥€0°0
10000 Z19t°0
L0000 1590°0
90000 L0SO"0
60000 0r0Z°0
92000 LY1E0
92100 L6T0°0
(2000'0)  (0S00°0)
[eJ0], [enprAIpu]
oney AIiqery

0 0
8TI'CIS 8T § 0SY'968°LT $
€TET1 6L L
098°L8¢ 0S1°v9¢
S¥8°891 v1T9%Y
£88°881 9L8°9G1
70T L8€E 6L916T
66S°68S°S1 801°0¥1°ST
vITOLY L § vL998Y T §
SUd UBUITAl

$9)BY JUIWAINNYY SJOUA 2Amny - - (JS) 3sTY [eads

L30N}

JAndRU] [BI0
sd0dd
SPIISOA PSIBUIILID |

S33I1Y

qAAd 2apovu]

Arefes JAd 2A1OY
Juno))

dAAd 2ADY [8)0L
suonnqyuo) JAd SS9

[ero1qng

suonnqLIuoO.) JO WIMY

Anpqgesiq Aing

Anpiqesiq Ang-uoN

yreaq AmQ

Pesq Ang-uoN

JUSWIAINY

JuowIY A[IeY / [BMBIPYIA
gdAd 2492y

(000 $
WHLSAS INTAWAIILAY VAIIOTA

-29.

Gabriel Roeder Smith & Company



10L°6S¥'Y $

6VL'68ST $

EEI‘TIEY $

SST'SPST $

088°¢H9
V6L LI1

SLOSLLT $

9TT8LYE §
8TE'S

7S6°698°1 $

LSL1€9
1SL°S91

LYLLYLT $

TISEVSE §
8TE'S

8.891I8°‘1 $

ssed V/N ssed
ssed V/N ssed
ssedq ssedq ssedq
ssedq ssedq sseq
ssedq eq sseq
ssedq V/N ssedq
ssedq V/N ssedq
sseq V/N ssed
ssedq ssedq sseq
ssed V/N ssed
ssedq ssedq sseq
SSed SSed req
SSed SSed req
ssed ssed neq
ssed ssed eq
ssed eq Sssed
SSed SSed SSed
3yisoduro) %S0 S
diAd [enpIArpuy
1S9, AIqery

$720°0 v720°0
201070 SL10°0
82000  T610°0
§000°0 €210°0
0,000  ¥L10°0
V/N 6L£0°0
V/N 00000
(44 (1)1 7670°0
00000 00000
TTI00 76700
00000  6LT0°0
1000°0 €801°0
#0000  0€80°0
20000 8501°0
T100°0 81170
90100  T6T00
(€000°0)  (9L00°0)
[eJ0L  TenplAlpu]
oney Aypiqery

0 0
TS6°698°1 § 8L89I8L $
L69°1 1S9°1
LI8°E 2l
LT9VT 6€L°TT
SL6°L TITL
80T°0¢ 626'7C
610°CT9°1 STOSLS 1
609°6L1 $§ 8L60ST $
SId T[T

$9)BY JUIWAINNY SJOU 1My - - (JAS) JUdWIGBUB]A] 101UIS

e30],

JAIdRU] [B)O
sdO0dd
SPAISOA POIRUIULIO |

SO2INY

qA1d 2apovuf

:K1e[es JAd OAIOY
juno)

dAAd AWV [BI0],
suonnqrnuo) JAd SS9
UL
suonNQLIUO)) JO UINY
Anqesig AmQg
Amnqesiq Amg-uoN
yeaq Ang
yes Amg-uoN
JUAWAIIY
JuoWoINoY A[Iey / [eMBIPTIIAN
TAAd 23V

(000 $)
WAHALSAS INTAWANILAY VAIIOTA

-30 -

Gabriel Roeder Smith & Company



0%0°008°971 $

TIS'899‘CL

6EL'TTIOETL §

LL6‘IST'TL $

LY EET VI
1¥7L°T9T Y
yTITLISS  §

901°60%'891 §
8S8°ISY

8TSIET'ES  §

9.8°696°¢1
€LOLOT Y
8TOSYI‘vS ¢

T10°60T°791$
858 ISY

T9L°6TETIS $

ssed V/N ssed
ssed V/N ssed
sseq sseqd ssed
sseq ssed sseq
sseq [eyq ssed
ssed V/N ssed
sseqd V/N ssedq
ssed V/N ssed
ssed ssed ssed
ssed <\Z Ssed
ssed ssed ssed
ssed ssed req
ssed ssed req
Ssed ssed [req
ssed ssed req
Ssed ey ssed
ssed ssed ssed
Isodwo) %S0 %S
daAd [enplAlpuy
1S9, Ayprqery

8S70°0 8S70°0
7110°0 7610°0
1200°0 68100
8000°0 0€20°0
€800°0 06100
V/N 95200
V/N 00000
9%10°0 1S€0°0
00000 00000
9%10°0 1S€0°0
00000 ¥210°0
10000 $960°0
L0000 6£L0°0
7000°0 1680°0
1000 6961°0
v€10°0 10¥0°0
(010000  (9910°0)
[6}0],  TenpIArpuf
oney Aypiqery

$68 $68
CTHTET'ES  §  LS9'0EE IS §
YT oL 195°69
085°TEl 606°0C1
SI6°SIT'T L8TTET'L
LYS €8T ¥S€°09¢
ISLST6 LYY ELL
8€9°600°€Y Ive6re 1y
89G'86V°L  $ 8SLYTYL $
SUD TeWITA

$I)EY JUdWINIY SJOUA 24MNY - - SVAI + SHAODIS+SUL+ (DAY) 183y

L3I0}

dAIdRU] [B)O,

sd0dd

SPAISOA POJRUIULID |,

NeEMIEN|

4.1d 2°5ovuf

:Areres JAd 9ATOY

unoy

dAAd AV [BI0L
suonnqLuo)) JAd Sso1

rejolqng

suonnqLIuo)) Jo Wy
Anqesia Ana
Annqesiq Ang-uoN

yreaq AmnQg

s Ang-uoN

JuAWAINOY

JUQWRINY AJeq / [EMBIPYI A\

q:11d 240

(000 $)

WHLSAS AINAWHAILAY VAIYOTA

-31 -

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssedq sseq ssed
SSed SSed Ssed
SSed e Ssed
SSed V/N Ssed
ssed V/N Ssed
ssed V/N ssed
sseq sseq ssed
SSed <\Z Ssed
sseq sseq req
sseq sseq req
sseq sseq ssed
ssedq ssedq ssed
sseq sseq req
sseq req ssed
ssedq ssedq ssed
apsodwo) %S0 %S
d4Ad [enpiaipug
1891, Ayqiqery

6670°0 667070
SEI0'0 907070
6£000 981070
20000  TPIO0
S6000 81700
V/N ST10'0
V/IN 00000
P910°0  8LF0'0
00000 000070
79100  8L¥0°0
10000  6V6L'V
1000°0 €990°0
€0000 6100
(10000)  (€+20°0)
620070 €9LT°0
€ET00  9¥H0°0
(€0000) (6110°0)
[6JOL  [enplAIpu]
oney Anpiqery

ST8‘S8HI § 8SOTHY'L $
970’896 $ 86V‘8K6 $
70€S0¢ €€L°66T
00T 96661
T0STr9  § 608'8T9  $
€8€'St6  § 0cTL'EE6  §
1L 11L
OLLLIS $ 09I'V6F $
0 0
6LL'LIS $§ 091'V6F $
97T 6¢
9691 €6S°T
$80°01 0196
910°¢ 160°€
€95°61 8TEST
96L Lt SL9'8TY
LEv'se  § ¥98°6E §
Sud UBWIIA

$I)eY JUdUWAINIY SdOU 21mny - - () [ewIpne

elo],

JAndRU] [B)0],
sd0dd
SPIISOA POIBUTULIO |,

SOQIMNY

qA4d 2apovuf

:Are[eg JAd 9AOY
Jjuno))

d4Ad PADDY [B10 L
suonnqrnuo)) JAd SS9

feoiqng

suonnqLIuo)) Jo WInjoy

Aqesig &g

Annqesiq Ang-uoN

ypeaq Ang

pea Amg-uoN

JUQWIAINIY

JuowIY A[IBH / [BMBIPYIM
TAAd 77

(000 $)
WHLSAS AINAWHHILAY VAIYO'TA

-32 -

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssedq ssed ssed
ssedq ssed ssed
ssedq reqg ssed
ssedq V/N ssed
ssedq V/N ssed
ssed V/N ssed
ssedq ssed ssedq
ssed V/N ssed
ssed ssed ey
Ssed SSed req
Ssed SSed eq
Ssed ssed Ssed
Ssed ssed e
ssed Ireq Ssed
SSed SSed Ssed
yrsoduro) %S0 %S
dIAd [enpiAlpu]
1S9, AyqIqery

6070°0 60700
I€10°0  S910°0
92000 9S10°0
§€00°0 €TH0°0
0L00'0  8TIO0
V/N 68100
V/N 00000
8L00°0  08€0°0
00000 00000
8L00°0  08€0°0
00000  6LST°0
10000 #1010
200070 €5L0°0
00000 96100
L1000 66870
99000  99%0°0
(6000°0)  (8910°0)
[6)JOL  [enplATpU]
opey AypIqery

0SL‘611 OELIT  $
TT6't6 v8ec6  $
679°61 8Te6l
86T01 86
S€0°S9 vITy9  §
1€6'7Y SesTy  $
011 011
878‘PT 816°cT  $
0 0

8T8VC gl6'cc  $
(44 61

9L 69

1287 68¢

961 €SI

TL8 9L9
€LELI 00991
S16°S 9109 $
SUd TeWA

$ajeY UMDY SJOUA 2AmNy - - (0ST) PuUIqE) - LAWY - 2ARL[SIZI]

1elo,

dAndRU] [B)O],
[eoqng dodd
SPAISOA POIRUTULID .

S90INaY

qAAd 243ovuy

:K1e[eS A AV
Juno))

dAAd 2ADIV [EI0],
suonnqInuo) JAJ SS9
[e103qng
suonNQLIUO)) JO WY
Aiqesiq &g
Anqesiq Amg-uoN
yeaq AnQg
reaq An-uoN
JUSWIINY
JuowaINoY A[1ey / [EMBIPYIIAN
TAAd 24y

(000 $)
WAHALSAS INAWANILAY VAIIOTA

-33.

Gabriel Roeder Smith & Company



ssed V/N ssed
ssed V/N ssed
ssed ssed ssed
ssed sseq ssed
ssed eq ssed
ssed V/N ssed
ssed V/N ssed
ssed V/N ssed
ssedq sseq ssedq
sSed V/N sSed
ssedq sseq req
sSed SSed Ieyq
ssed sSsed req
ssed ssed ssed
sSsed SSed req
SSed eyq sSed
SSed Ssed sSed
sodwo) %S0 %S
d4Ad [enpiaipuf
1S9, Ayiqery

$I)eY JUIWAININY SJOUA 4MmNy - - (0D H) SIDYIO Ayuno) pajddy

1200 200
LTI00  OLI0"0
€200°0 €910°0
T100°0 9%€0°0
7600°0 7910°0
V/IN L9€0"0
V/IN 00000
$800°0 €€€0°0
00000 00000
$800°0 €€€0°0
1000°0 86€€°0
10000 06010
€000°0 07800
00000 €€70°0
L1000 9€9T°0
0,000 7€€0°0
(9000'0)  (9910°0)
[e}0L  [enprAipu]
oney Ayjiqery

PE6'P69 $ 805089 §

I6EVIS § I8L'SOS $

O1°L6 765°56

08L°€ET $86°CC

Sor‘c6e  § H0TL8E §

0€€'60€ § SLESO6T $

0€8 0€8

EPS‘08T $§ LILPLT S

0 0

€ps081  § LTLYLL S

8¢l €01

89¥ Ty

1€L°C vTsT

S96 €76

189°S 961"

€19yl 434841

LYEYT $ LSLYT $
) UeuH[IA

oL

dAndRU] [€)OL
sdOdd
SPIISO A POIRUTLLID |

SO0y

GAAd 2apovu]

:Are[eS JAJ 9ANOY
uno)

dAAd AV [8)0 L
suonnquuo)) JAd SS9

[eoqng

suoNNQLIUO)) JO WINJOY

Anpqesiq Anq

Aiqesiq Aim-uoN

qeoq Ang

peo Ang-uoN

JUSUWIAINOY

JUAUWIAINOY AIey / [BMBIPYI A\
gAAd 24y

(000 $)
WAHLSAS INAWAHNILAY VAIYOTA

-34 -

Gabriel Roeder Smith & Company



FLORIDA DEPARTMENT of

‘management
SERVICES Tu]Iahasse:,oflgszzlgggg’:;gg

We serve chose who serve Flarida Tel: 850.488.2784 | Fax: 850. 922.4149

Rick Scoft, Governor Craig J. Nichols, Agency Secretary

August 23, 2013

Mr. R. Phillip Twogood, Coordinator
Office of Program Policy Analysis and
Government Accountability

Claude Pepper Building Room 312
111 West Madison Street
Tallahassee, FL 32399-1450

Dear Mr. Twogood:

Pursuant to Section 11.51(5), Florida Statutes, this is our response to OPPAGA’s contracted actuarial
report: Actuarial Review of the July 1, 2012 Actuarial Valuation of the Florida Retirement
System. Our response corresponds with the order of the preliminary and tentative findings and
recommendations contained in the draft report.

If further information is needed concerning our response, please contact Walter Sachs, Inspector
General at 488-5285.

S&
Craig J. Nichcﬁ\\h&
Agency Secretary

Attachment

cc: Erin Rock, Chief of Staff, Department of Management Services

Darren Brooks, Deputy Secretary, Department of Management Services
Dan Drake, Director of Retirement, Department of Management Services
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Department of Management Services’ Response
To the OPPAGA's contracted actuarial report: Actuarial Review of the
July 1, 2012 Actuarial Valuation of the Florida Retirement System
Division of Retirement

Finding No. 1:

The Department of Management Services’ actuaries are generally in compliance with
the requirements of Florida Statutes, Department rules, government accounting
standards and actuarial standards of practice regarding their actuarial valuation of FRS.
While the 4% payroll growth assumption may not be unreasonable, based upon the
information in the actuarial valuation report, we are unable to ascertain whether the 4%
payroll growth assumption is in compliance with F.S., 112.64(5)(a). Government
Accounting Standards Board Statements 25 and 27 may also require use of a statutorily
compliant payroll growth assumption.

Response:

The assumptions for the Florida Retirement System are set by the FRS Assumptions
Conference as required under section 216.136(10), F.S. The principals of this
conference are representatives from the Governor's Office and the Legisiature. The 4
percent payroll growth assumption was discussed at the 2012 conference prior to the
completion of the 2012 FRS Valuation.

The conference principals decided not to make a change for the 2012 FRS Valuation
but they would request additional information. A request for additional information has
never been received. The department looks forward to working with the FRS
Assumptions Conference for the 2013 valuation about this assumption keeping in mind
the five-year experience study results for 2008 — 2013 will be worked on this year for
incorporation into the 2014 FRS Valuation based on the decisions of the FRS
Assumptions Conference.

Finding No. 2:

The Department’s actuaries for the most part use generally accepted actuarial cost
methods, bases for assumptions and reporting standards. We believe the uitimate or
replacement variation of the entry-age-normal actuarial cost method is aggressive and
may not be compliant with F.S., 112.61 based upon the facts and circumstances of
FRS. We believe writing down the amortization bases by expected amortization
payments when expected amortization payments have not been paid may not be
consistent with the 30-year maximum amortization period requirement of F.S.,
112.64(4). We have identified areas where documentation and considerations or
refinements may be warranted.
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Response:

The cost method used for the FRS valuation is determined by the FRS Assumptions
Conference. The use of an ultimate entry age normal cost method versus a traditional
entry age normal cost method was discussed during the FRS Assumptions Conference
for the 2012 FRS Valuation. The conference principals decided not to make a change
for the 2012 FRS Valuation but they would request additional actuarial studies for a
more informed decision on the matter. The request from the principals of the FRS
Assumptions Conference for additional actuarial studies has never been received.

The department looks forward to working with the FRS Assumptions Conference for the
2013 valuation about changing to a traditional cost method for the FRS. The nature of
plan amendments have changed since the FRS Pension Plan came out of an actuarial
surplus position and using traditional entry age normal cost method is now more
conservative than the current ultimate entry age normal cost method. Prior to the
reemerging of the unfunded actuarial liability, the nature of plan changes were generally
benefit improvements where ultimate entry age was more conservative than traditional
entry age.

Finding No. 3:

The specific economic and demographic assumptions used are arrived at from a
sufficient level of detail considered and are generally reasonable in light of recent
experience. While not unreasonable, as noted in prior years, the assumed inactive
healthy mortality rates appear conservative. As above, while the 4% payroll growth
assumption may not be unreasonable, based upon the information in the actuarial
valuation report, we are unable to ascertain whether the 4% payroll growth assumption
is in compliance with F.S., 112.64(5Xa).

Response:

The department is pleased that specific economic and demographic assumptions used
are arrived at from a sufficient level of detail and are considered generally reasonable in
light of recent experience. The healthy inactive mortality assumption will be reanalyzed,
along with the other demographic assumptions, as part of the next experience study to
be completed during the 2013-14 year studying experience for 2008 — 2013.

The outcome of the experience study is the basis for recommendations made to the
FRS Assumptions Conference to adjust the assumptions to make them more in line with
plan experience. Approved assumption changes from the 2008 — 2013 FRS Experience
Study would be incorporated into the 2014 FRS Valuation with the valuation report
including a comparison of the results before and after the assumption changes.
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Finding No. 4:

The Department's actuaries provide sufficient information as to the causes of gains,
losses and net change in the unfunded liability to allow evaluation of specific factors.
While much information is provided, additional disclosures and refinements may add
value.

Response:

The department is pleased that sufficient information is provided about the net change
in the unfunded actuarial liability due to actuarial gains and losses. The non-traditional
funding method for the Deferred Retirement Option Program (DROP) contributes to the
areas that could have more refinement. The department's consulting actuary agrees
with OPPAGA’s consulting actuary that a traditional funding of DROP is desirable for
both refinement of gain/loss determination and the impact of DROP in valuation results
as a benefit cost within the benefit structure of each membership class.

Finding No. 5:

The Department’s actuaries’ actuarial report for the most part adequately provides
necessary information that another actuary, unfamiliar with the situation, would require
to appraise the findings and arrive at reasonably similar results. FRS is a complicated
System. We have identified information of a comparative nature that would be helpful in
this regard.

Response:

The department is pleased that adequate information is provided for another actuary to
arrive at reasonably similar results. The department will take the recommendations for
further disclosure under advisement.

Finding No. 6:

We have found other aspects of the Department’s actuaries' report where further
disclosure and further consideration may be warranted.

Response:

The department will take the recommendations for further disclosure under
advisement.
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