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FINANCIAL SECTION



1997-1998 FisCAL YEAR INVESTMENT ACTIVITY

Thi Board of Trostees has
adopred the fullowing goals
and objectives which are
designed o meet the 7.50%
actuarial asswmed rate of
return for the fund:

* An 8,25 total return, net
of investment managerment
fees, and a 3% real (inflarion
ad justed) rerurn objective,

= Tital fund o consistently
rank in the top half of toral
prbilic tund niiverse and oo
micet or exceed policy indes.

* Iovestrment managers
consistently rank inthe wop
half of appropriate public
fund universe and to meet or
exceed appropriate index.

* Above average risk-adjusted
rernens, when compared o
cormparable funds.

* Risk expuosure of toral fuml
ter be centered in the mid-
range of comparable otal
pulﬁic hunuls.

* Results generally meeasured
over @ full market cvele,
approgimately 3-3 years,

During the 19071008 fseal
vear, the Board reviewed the
asset liabiliny model for the
Plan and continued to adjust
fream its current asset
allocaricn to the target asset
aflocation, The arget
allocaticn plan is designed 1o
inerease return, reduce risk,
andd creare a more ethcient
orttolio mis The revised
ruhg-t::rm. strategy appears
an page 5 and page 32,
The Board also made changes
by replacing a domestic
“mid-cap” growth equity
raTAger, a1 international

equity manager, and a doimes-
tic fixed income manager.
The Board expanded s
alternative imvestment alloca-
tien by himng o risk arbitrage
Tanager '.il!ldl-lil cinmmodites
idex manager.

| Hiring the nest fiscal year,
the Board plans to expand rhe
alternative wvestment alloca-
tiom by haring several linired
partnerships that specialize in
mézzanine deht financing,
venture capital, and other
unique types of investment
strategics, The Board also
plans o participate in several
apporiunistic real estate
co-mingled funds that will be
a complement to our “core”
real estate managers, The
Board will continge rebalane-
ing the porfolio and focus on
reducing expenses wherever
practcal,

Susmmary Or AssumpPrrons UUseEn
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assamfitions adopted by boavd o traitees after consalting with getaary
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THE INVESTMENT RETURN
RATE used m making the vabu-
ton was 7.5 per year, cotn-
pourided annaally (et afrer
administratve expenses). [he
real rate of retirn s the por-
tion of toral investment recar
which is more than the infla-
tion rate. Considering other
EUDIOIMEC assumptions, the
7.5% wtal investment returm
rate translates o an assuimed
real rate of return of 3,00,

Pay INCREASE ASSUMPTIONS
tor individual actove memhers
have been caloulared. Pare of
the assumption tor each age
15 for 2 merie and/or semority
increase, and the other 4.5%:
recognizes inflation.

TorAlL ACTIVE MEMBER
PAYROLL is assimed Lo
inceease +.5% annually, which
15 the portion of the mdividual
Py ICTEasE A3smpriong
attributsble vo anflation.

THE NUMBER OF ACTIVE
MEMBERS is assiuimed o con-
tinue at the present member.

THE MORTALITY TABLE wsed
to messure renred fife mortali-
ty was 80% of the 1983 Group
Annuity Moraliey Tahle

This eable was first wsed for
the June A, 1998 valuation,

THE PROBABILTTTFS OF
RETIREMENT for meinbers
choible o retre have been
calculated. These probabilities
wiere revisod Tor the Jume 30,
19495 valuation.

THE PREOBARILTTTES OF
SEPARNTION from service

e lwding death-fie-rervee

and disabiliy) are shown for
samplie ages. These probabili-
ties were revised for the

June 30, 19S valuaoon,

THE ENTRY AGE ACTUARIAL
COST METHOR was nsed m
determining age & service
pension liahilities and normal
cost, vesting Liabilities and
normal cost, and casealty
pension liabilines and normal
Ll

DIFFERENCES BETWERN
ASSUMED EXPERIENCE AND
ACTUAL EXPERIENCE {“actuar-
1al gains and losses”) become
part of actuarial accrued liabil-
ities and are amaortized over a
13 vear period.

UNFUNDEDR ACTUARIAL
ACCRUED LIABILTTIES {net of
actuarial gains and losses after
A 30092 ) are amortized over a
2% vear period, with 20 vears
remaining, o produce contri-
Bustion amounts {privcipal &
interest) which are lovel percent
of payroll comrbutions:

ACTUARIAL & STATISTICAL SECTION

EMPLOYVER CONTRIBUTION
ciallars were assomed o

bie pard in equal monthly
mstallments throughout
the employer fiscal year
PRESENT ASSETS (cash &
investments) were valued

at ket

THE DBATA ABOLT PERSONS
BN COVEREDD AN ABOLTT
PRESEMT ASSETS were tuir-
nished by the System’s admin-
wstrative statf. Although exam-
ined for general reasonable-
ness, the data was not awdrbed
by the Actuary.

The actuarial valuation
computations were made by
or under the supervision of
a Member of the American
Academy of Actuaries
(VILALALAL).



