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Administrative Retirement Committee
Metropolitan Board of Public Education
2601 Bransford Avenue

Nashville, Tennessee 37204

Dear Committee Members:

The attached report summarizes the results ofdhmaal valuation of the Metropolitan Board of Edtion Teacher
Retirement Plan as of July 1, 2010. We trust taprt will be helpful in updating the Committee iwiespect to the
financing of the plan and complying with the repagtrequirements of the Governmental Accountingh@ads Board.

The opportunity to serve the Metropolitan BoardPablic Education is appreciated, and we will beapésl to
supplement this report in any way, as you request.

The actuarial valuation summarized in this repas heen performed utilizing generally acceptedaaizblprinciples
and is based on actuarial assumptions which wedemn® be reasonably related, in the aggregatesasonable
expectations. It is our opinion that the resultlyfand fairly disclose the actuarial position bétplan on the valuation
date. The undersigned is an actuary at BPS&M niember of the American Academy of Actuaries, arglrhat the
Qualification Standards of the American Academydtuaries to render the actuarial opinions herein.

Sincerely,

6(ﬁ~&é,lw,e{ 4.

J. Bradford Fisher, F.S.A.

Attachment
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Metropolitan Board of Education Teacher Retirement Plan

SUMMARY OF REPORT

Current Valuation

An actuarial valuation of the Metropolitan Boardexfucation Teacher Retirement Plan was performed asly 1,
2010. The purpose of the valuation was to exammadlan's liabilities and to determine the neagssaounts to
comply with GASB financial reporting.

Historical Perspective

When the Metropolitan Board of Education TeacheirBment Plan was initially developed, the intelasvthat
funding of benefits in excess of state reimburseémenuld be shared in the aggregate equally bted and by
the teachers, with the employer assuming pastcgeodsts. The concept was discarded becauseathevpk closed
to new entrants in 1969. At that point, the memiiprsepresented an aging population with no yousg antrants
to create a stable population that would have pg&thsuch a concept to continue to apply. In 187 Board
adopted a funding method that amortized costs tveaverage life expectancy of all active and edtimembers.

The valuation performed in 1993 set forth fundiegdls that were significantly higher than the antafrdunds
available from the budget. As a result, the BodrHducation, at the recommendation of the Admiaiste
Retirement Committee, accepted an interim fundaigedule, the "1994 Interim Funding Schedule". Thpse of
the 1994 Interim Funding Schedule was to providacnarially sound method to bring the budgetedwarhap to
the Actuarially Determined Funding Level over time.

The 1994 Interim Funding Schedule projected thatBbard could return to the Actuarially Determir@dhding
Level by the 2005-2006 fiscal year. Due primardyattuarial gains from investment returns abovsedtassumed, a
return to the Actuarially Determined Funding Lewels permitted during the 1999-2000 fiscal yeart(igahe
Actuarially Determined Funding Level for the 19996 fiscal year was less than the amount set fortie 1994
Interim Funding Schedule). In effect, the plan heaught-up”. The actual funding was limited by d¢ouning budget
constraints.

Beginning on July 1, 2000, the Plan became a coemtaf the Guaranteed Payment Program (GPP), arellmb
plan created by the state and local governmentgare actuarially sound funding for a group of fptans
supervised by the Metro Benefit Board and the Badifducation. Under the GPP, unfunded liabilioéshe
aggregate plan are amortized over a period of ne ithan thirty years. Payments for the Plan mowe payment
account from which distributions are paid to thestduent plans of the GPP as necessary to satisfgnt benefit
needs and to satisfy funding objectives of the GRIRding issues that are specific to the GPP aieeaded in a
separate report.

Bryan, Pendleton, Swats & McAllister, LLC 1



Metropolitan Board of Education Teacher Retirement Plan

SUMMARY OF REPORT

Yearly Comparison of Selected Plan Information

2010-11 2009-10 2008-09 2007-08 2006-07

Active Participants

Number 2 5 6 6 10

Annual Payroll $114,820 $318,242 $384,557 $374,495 $622,419

Average Earnings 57,410 63,648 64,092 62,415 62,241
Retired and Disabled Participants

Number 1,156 1,177 1,192 1,209 1,238

Average Age 73.81 73.07 72.26 7134 70.67

Annual Payroll $35,933,104 $35,896,267 $36,428,25636,160,139 $36,267,198

Average Earnings 31,084 30,498 30,557 29,909 29,294
Vested Terminations

Number 4 6 8 8 8

Annual Payroll $37,054 $51,182 $65,877 $65,877 386,

Average Earnings 9,263 8,530 8,234 8,234 8,298
Total Participants 1,162 1,188 1,206 1,223 1,256
Actuarial Asset Value $55,039,822 $55,392,133 $76,8728, $81,844,272 $84,919,612
Present Value of Future Benefits 214,338,291 2185B7, 226,334,210 228,256,030 232,961,701
GASB Annual Required Contribution 15,624,045 15,68B5 14,112,255 13,592,019 13,535,466
Actual Board Contribution 4,285,000 4,285000 4,285,000 4,285,000
Transfer From (To) Guaranteed

Payment Program 9,093,124 7,907,584 03,615 3,056,680
Assumed Rate of Return 8.0% 8.0% 8.0% 8.0% 8.0%

The Basis of Valuation section of this report detth a summary of benefits provided under the jedlitan Board
of Education Teacher Retirement Plan and summattieeactuarial assumptions on which the valuatias based.
The Actuarial Computations and Disclosure Informatections set forth details of the plan's funstatls in
accordance with GASB Statements Number 25 and @&laows a projection of expected benefit paymewts the
next 20 years under the existing plan. The Em@dyata section summarizes the employee data orhwig
valuation was based.

All calculations made in this report have been matilzing employee data supplied by the MetropaiiBoard of
Public Education, asset information supplied byBahNew York Mellon and the Finance Departmenistro
Nashville Government, and the actuarial assumpsongmarized herein.

Bryan, Pendleton, Swats & McAllister, LLC 2



Metropolitan Board of Education Teacher Retirement Plan

BASIS OF VALUATION

Summary of Provisions of the Plan

Eligibility

Employees hired after April 1, 1963 became paréintp as a condition of employment. Employees onil Ap
1963, whether participants in a former plan, or, m@re allowed to become a participant in the pregkan
provided written application was received priodtdy 1, 1965. The Plan was closed to new entats July 1,
1969, and employees hired after that date becam#bars of the Tennessee Consolidated Retirementi8yst

Normal Retirement

Condition
The normal date of retirement is the first dayha month following the participant's 65th birthdaythe
first day of the month following termination afteompletion of 25 years of credited service, or clatigpn
of 20 years of credited service and attainmengef@0.

Benefit

The normal retirement benefit, which is payable thiyrfor life, is determined as 2% of average ezgai
for each year of service.

Earnings are defined as total cash compensatiom fegular employment.

Average earnings are the average during the thixty36) consecutive months in which earnings were
highest.

Early Retirement

Condition
Participants may elect early retirement after l&y®f service and attainment of age 55.
Benefit

A deferred benefit, commencing at age 65, is corwirt the same manner as the Normal Retirement
Benefit above, based on service as of the partitpaarly retirement date.

Alternatively, an actuarially reduced benefit conmtiag immediately may be elected.

Disability Retirement

Condition

Any participant who becomes disabled and who hawpbeted 10 years of service or who is at least
50 years of age and has completed at least 5 géaesvice may retire and receive a disability iéne
Disability incurred in line of duty has no age endce requirements. Disability means medically
determinable injury, disease or mental disordezceipt of benefits is subject to an earnings test.

Bryan, Pendleton, Swats & McAllister, LLC 3



Metropolitan Board of Education Teacher Retirement Plan

BASIS OF VALUATION

Benefit

The benefit, payable to age 65, is the amountefitiet disability benefit," (i.e., the amount byigththe
"gross disability benefit" exceeds the sum of hisnBry Social Security benefit and his "Disability
Deduction" applicable to that month).

The gross disability benefit is 55% of average mlyntarnings, plus an additional 10% of averagetirgn
earnings if he has at least one dependent chitek Disability Deduction shall be the amount, if gy
which his average earnings in the 12 months pregetisability are exceeded by the sum of his gross
disability benefit and his earnings while disabled.

At age 65 the normal retirement benefit commenthks.benefit is computed in the same manner as the
Normal Retirement Benefit above, with years of biy counting as years of credited service.

Death of a Disabled Participant

If a disabled participant dies, a survivor benisfijpayable to his surviving spouse until her desith
remarriage and thereafter, or if there is no sumgispouse, to surviving dependent children.

The amount of the survivor benefit shall equal 7&®the difference between (i) the participant'sadibty
retirement benefit, determined as if his Disabiltgduction were zero, and (ii) 50% of all Sociat @y
benefits that the survivor may receive. Howeves,dmount of the survivor benefit payable after the
deceased participant's 65th anniversary of hifdbte shall not be greater than the benefit thaldvioave
commenced at age 65, based on his average eaatitigstime of his termination, if the participant'
termination had not occurred until he reached &gargl he had elected Option A.

Death Before Retirement

» If the death of a Member occurs after he couleehglected early or normal retirement, a survivoesefit
shall be payable monthly to the Member's namedfhmtsuey for life. The amount of the survivor beitaé
actuarially equivalent in value to the benefit thauld otherwise be payable to the beneficiarpéf t
Member had then retired and had elected Option A.

» If the death of a Member occurs before he coalktelected early or normal retirement, but afeer h
completed at least 15 years of service, a surgvmhefit shall be payable monthly to the Memb=amed
beneficiary for life. The amount of the survivariefit is actuarially equivalent in value to thenéfit that
would otherwise be payable to the beneficiary éf fiember had then retired and had elected Option B.

» If death occurs in line of duty, a survivor behif payable, and is computed in the same marstrea

Disability Retirement, Death of a Disabled Partizipbenefit above, as though he had died after
commencing to receive a disability retirement biénef

Death after Retirement

If a participant dies after retirement benefitsdnbecome payable, no death benefit is payablesialesptional
form of benefit has been elected which providesafdeath benefit.

Bryan, Pendleton, Swats & McAllister, LLC 4



Metropolitan Board of Education Teacher Retirement Plan

BASIS OF VALUATION

Optional Retirement Benefits

The following optional forms of settlement are dafle:

Option A:  100% joint and survivor

Option B:  50% joint and survivor

Option C:  Social Security option

Option D:  Life income with guaranteed payments
Option E:  100% joint and survivor with pop-up
Option F:  50% joint and survivor with pop-up
Option G:  Special Design

Termination of Employment - Vesting

Any participant whose termination occurs after ke bompleted at least 15 years of service and dé®attains
age 55 shall leave his employee contributions énpilan and be eligible to receive a retirement fiec@mputed in
the same manner as the Early Retirement Benefiteglos may elect a refund of his contributions withfurther
plan benefits.

Any participant whose termination occurs befordnaag completed at least 15 years of service witikeca refund
of his contributions with no further plan benefits.

Cost-of-Living Increases

Each July 1, up to 3% of the original retirementdfé is added to a member's retirement benefite percentage
increase is based on the increase in the ConsuricerIRdex (all items--United States city averafpe)the
preceding calendar year, but will not exceed 3%any year when the CPI increase is less than 1&decrease,
there is no benefit adjustment made on the follgwinly 1.

Unused Sick Leave

A member may use unused sick leave as creditablecs®n the basis of 20 days equalling to one mont

Transfer Option

A member may elect to transfer to the Tennessesdlidated Retirement System at any time prior toement.

Military Service

A member who had active duty military service dgraertain periods may claim up to a maximum of fpesrs of
creditable service.

Employee Contributions

Participants contribute in the calendar year 19%8Bthereafter

e 3.0% of calendar year earnings which are sultjeSbcial Security Tax, plus
* 6.5% of calendar year earnings in excess of theuat subject to Social Security tax.

Bryan, Pendleton, Swats & McAllister, LLC 5



Metropolitan Board of Education Teacher Retirement Plan

BASIS OF VALUATION

Each year the employer contributes an amount detechin accordance with the Guaranteed Paymentr&mrog

Employer Contributions

Investment of Pension Funds

The assets of the plan are divided into variousstment management accounts that are custodidtipfan’s
master custodian. All distributions of benefite arade from these funds.

Bryan, Pendleton, Swats & McAllister, LLC



Metropolitan Board of Education Teacher Retirement Plan

Summary of Actuarial Assumptions

BASIS OF VALUATION

(Sample Values per 1,000 Lives)

AGE
35 50 60 70
Mortality Rates
1994 Uninsured Pensioner Mortality Table
Male 0.92 2.77 8.58 25.52
Female 0.51 1.54 4.77 14.76
Disablement Rate
127% of Class 2 — 1985 Disability Study
Male 2.53 10.54 28.78 N/A
Female 3.20 10.85 22.77 N/A
Withdrawal Rate
Estimated Experience 50.00 20.00 0.00 N/A
Mortality Following Disablement
Male: 75% of Pension Benefit Guaranty Corporation 0.92 28.70 45.20 55.40
Female: Pension Benefit Guaranty Corporation 21.40 25.70 33.10 41.10

Assumed Salary Increases

5.00% per annum until retirement age

Rate of Investment Return

8.00% per annum

Rate of Retirement

4/5 retire at later of date of eligibility and ag®
1/5 retire as soon as eligible

Cost of Living Increases

Benefits increase 3% annually after commencement

Bryan, Pendleton, Swats & McAllister, LLC



Metropolitan Board of Education Teacher Retirement Plan

BASIS OF VALUATION

Actuarial Funding Method

Level Dollar Amortization

Asset Valuation Method

Five-year smoothing of difference between markéiezand expected valuation assets. As of July Q9 2the
resulting actuarial value shall not exceed 120%hefmarket value, or be less than 80% of the marklete.

Bryan, Pendleton, Swats & McAllister, LLC



Metropolitan Board of Education Teacher Retirement Plan

PLAN ASSETS

Balance Sheet, July 1, 2010

Market Value

Assets
Cash & Equivalents $ 1,134,212
Fixed Income
Private Placemel 28,57¢
Other Fixed Incon 8,821,98!
Equities
Common Stock 35,558,647
Preferred Stock 242,079
Accruals
Income 67,177
Pending Trades 378,609
Sub-total, Assets Held by Custodian $ 46,290,
Other Plan Assets (364,772)
Total assets $ 45,866,518
Liabilities
Reserve for plan participants $ 45,866,518

Deviation From Expected Asset Value

Trust Fund, July 1, 2009 (At Market) $ 46,160,111
Assumed Return at 8.00% 3,692,809
Employer Contributions, with Interest 13,913,249
Net Withdrawals for Benefit Payments, with lestr (21,321,128)
Expected Trust Fund, June 30, 2010 $ 42,445,041
Actual Trust Fund, June 30, 2010 45,866,518
Deviation From Expected Asset Value $ 3,421,477

Bryan, Pendleton, Swats & McAllister, LLC 9



Metropolitan Board of Education Teacher Retirement Plan

Historical Deviations

PLAN ASSETS

2010 $ 3,421,477
2009 (16,176,551)
2008 (18,807,264)
2007 5,562,402
Actuarial Value of Assets
Market Value Assets, June 30, 2010 $45,866,518
Receivable Contribution for 2010 0
Adjusted Market Assets $45,866,518
- 80% of prior year's deviation (2,737,182)
- 60% of second prior year's deviation 9,705%,93
- 40% of third prior year's deviation 7,522,906
- 20% of fourth prior year's deviation (1,1180%
Smoothed Asset Value $59,245,693
Valuation Assets, within 20% of Market Value 5500822

Bryan, Pendleton, Swats & McAllister, LLC
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Metropolitan Board of Education Teacher Retirement Plan

ACTUARIAL COMPUTATIONS

Determination of GASB "Annual Required Contribution "

Present Value of Benefits (Net of State Reimburseg)e

Active Lives $ 491,072

Retired Lives 213,455,076

Deferred Vested Lives 392,143
Total Present Value of Benefits $ 214,338,291
Actuarial Asset Value (55,039,822)
Present Value of Future Employee Contributions 0
Present Value of Future Employer Costs $ 159,298,469
30-Year Amortization of Future Costs from July 002 15,023,120
Interest Adjustment for Mid-year Payment 600,925
Annual Required Contribution $ 15,624,045

Bryan, Pendleton, Swats & McAllister, LLC 11



Metropolitan Board of Education Teacher Retirement Plan

ACTUARIAL COMPUTATIONS

Projected Schedule of Retirement Benefit Payments

Plan Number Total
Year Retiring Payout *

2011 4 $20,772,02:
2012 2 20,888,91:
2013 0 21,102,76°
2014 0 21,247,74.
2015 0 21,311,31¢
2016 0 21,289,46¢
2017 0 21,180,25:
2018 0 20,982,44!
2019 0 20,695,65!
2020 0 20,320,40:
2021 0 19,858,19(
2022 0 19,311,52
2023 0 18,683,96:
2024 0 17,980,09:«
2025 0 17,205,51(
2026 0 16,366,82-
2027 0 15,471,67-
2028 0 14,528,67:
2029 0 13,547,27:
2030 0 12,537,63:

* Excludes reimbursements from the State.

Bryan, Pendleton, Swats & McAllister, LLC 12



Metropolitan Board of Education Teacher Retirement Plan

Statement Nos. 25 and 27 Information

DISCLOSURE INFORMATION

Governmental Accounting Standards Board

Governmental Accounting Standards Board Statenteesablishes financial reporting standards fomeelf benefit
pension plans sponsored by employers that arecubjgovernmental accounting standards. Govertahen
Accounting Standards Board Statement 27 provideslsirds for reporting pension expenditures andresqyeand
related pension liabilities and assets, for suangl This section provides pertinent plan disclguformation for
the 2010-2011 financial statements.

The Schedule of Employer Contributions and the &hfear Trend Information should be updated at yeatrto
reflect the contributions made during the currésdd year.

Actuarial computations under Statements 25 and@Toa purposes of fulfilling employer governmendakounting
requirements. The calculations reported hereir iieaen made on a basis consistent with our undeistpof the

statements.

Schedule of Funding Progress

Actuarial
Accrued Liabilityf UAAL as a
Actuarial Valug (AAL) - Entry | Unfunded AAL| Funded Covered Percentage of
Valuation Dat: of Asset: Age (UAAL) Ratic Payrol Covered Payrc
07/01/2003 $101,996,664 $236,236,129  $134,239]465  43.P%3,216,887 4,173.0%
07/01/2004 99,291,83B 233,243,2Pp3 133,951,870  42.6% 55623 11,394.1%
07/01/2005 90,047,49p 233,143,9p5 143,096,499 38.6% 8886¢, 17,735.6%
07/01/2006 84,919,61p 232,911,7p8 147,992,116 36.3% 4692, 23,776.9%
07/01/2007 81,844,27p 228,229,2B2 146,384,p60 35.9% 4934, 39,088.6%
07/01/2008 76,820,67B 226,313,6B5 149,492,p57 33.9% 5884, 38,874.1%
07/01/2009 55,392,13B 218,576,0B5 163,183,p02 25.3% 2328, 51,276.7%
07/01/201 55,039,82 214,338,29 159,298,46 25.7% 114,82(| 138,737.69
Determination of Annual Pension Cost
Annual Required Contribution $15,624,045
Interest on net pension obligation 5,747,970
Adjustment to annual required contribution (7,318,073)
Annual pension cost $14,053,942
13
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Metropolitan Board of Education Teacher Retirement Plan

DISCLOSURE INFORMATION

Schedule of Employer Contributions

Annual Require
Fiscal Year Contribution Actual Percentage
Ending (ARC) Contributior Contribute(
06/30/2004 $11,821,25p $9,850,8[L4 83.3%
06/30/2005 11,932,54p 6,855,595 57.5%
06/30/2006 13,140,57|L 7,002,328 53.3%
06/30/2007 13,535,46p 7,341,680 54.2%
06/30/2008 13,592,01p 7,892,115 58.1%
06/30/2009 14,112,25p 12,192,584 86.4%
06/30/2010 15,687,59p 13,378,1p4 85.3%
Three-Year Trend Information
Fiscal Year | Annual Pension Percentage off Net Pension
Ending Cost (APC |APC Contribute| Obligatior

ne ne ne ng

ne ne ne ng

ne ne ne ne

ne ne ne ne
06/30/2008 $12,513,50D 63.1% $70,295,028
06/30/2009 12,844,72B 94.9% 70,947,167
06/30/2010 14,280,57f 93.7% 71,849,620

Bryan, Pendleton, Swats & McAllister, LLC
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Metropolitan Board of Education Teacher Retirement Plan

EMPLOYEE DATA

Distribution of Active Participants' Earnings

BY AGE

Male Female Total
Age Earnings Earnings Earnings
Group No Total Average No Total Average No Total Aerage
1-20 0 $ 0 $ 0 0 $ 0 $ 0 0 $ 0 $ 0
21-25 0 0 0 0 0 0 0 0 0
26-30 0 0 0 0 0 0 0 0 0
31-35 0 0 0 0 0 0 0 0 0
36-40 0 0 0 0 0 0 0 0 0
41-45 0 0 0 0 0 0 0 0 0
46-50 0 0 0 0 0 0 0 0 0
51-55 0 0 0 0 0 0 0 0 0
56-60 0 0 0 0 0 0 0 0 0
61-65 0 0 0 1 57,724 57,724 1 57,724 57,724
66-70 0 0 0 1 57,096 57,096 1 57,096 57,096
71-75 0 0 0 0 0 0 0 0 0
76-80 0 0 0 0 0 0 0 0 0
81-85 0 0 0 0 0 0 0 0 0
86-90 0 0 0 0 0 0 0 0 0
TOTAL 0 $ 0 $ 0 2 $114,820  $57,410 2 $114,820 $57,410
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Metropolitan Board of Education Teacher Retirement Plan

EMPLOYEE DATA

Distribution of Retired Participants' Gross Pensiors

BY AGE

Male Female Total
Age Pensions Pensions Pensions
Group No Total Average No Total Average No Total Aerage
1-20 0 $ 0 $ 0 0 $ 0 $0 0 $ 0 $ 0
21-25 0 0 0 1 34,927 34,927 1 34,927 34,927
26-30 1 16,672 16,672 2 26,710 13,355 3 43,382 604,4
31-35 1 27,416 27,416 0 0 0 1 27,416 27,416
36-40 0 0 0 1 30,119 30,119 1 30,119 30,119
41-45 2 33,344 16,672 0 0 0 2 33,344 16,672
46-50 6 68,144 11,357 2 31,618 15,809 8 99,762 02,4
51-55 3 13,067 4,355 3 17,998 5,999 6 31,065 5,177
56-60 1 6,241 6,241 3 42,388 14,129 4 48,629 12,157
61-65 30 1,200,219 40,007 95 3,500,565 36,848 125,7004784 37,606
66-70 113 4,248,118 37,593 207 6,662,379 32,185 320,910,497 34,095
71-75 84 2,982,040 35,500 155 4,922,184 31,756 239,904,224 33,072
76-80 72 2,387,843 33,164 149 4,314,785 28,958 22%6,702,628 30,328
81-85 45 1,324,670 29,437 103 2,557,526 24,830 148,882,196 26,231
86+ 12 314,506 26,208 65 1,169,625 17,994 77 11884, 19,274

TOTAL 370 $12,622,280  $34,114 786 $23,310,824  $9,6 1,156 $35,933,104  $31,084
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Metropolitan Board of Education Teacher Retirement Plan

EMPLOYEE DATA

Distribution of Vested Terminated Participants' Persions

BY AGE

Male Female Total
Age Pensions Pensions Pensions
Group No Total Average No Total Average No Total Aerage
1-20 0 $ 0 $ 0 0 $ 0 $ O 0 $ 0 $ O
21-25 0 0 0 0 0 0 0 0 0
26-30 0 0 0 0 0 0 0 0 0
31-35 0 0 0 0 0 0 0 0 0
36-40 0 0 0 0 0 0 0 0 0
41-45 0 0 0 0 0 0 0 0 0
46-50 0 0 0 0 0 0 0 0 0
51-55 0 0 0 0 0 0 0 0 0
56-60 0 0 0 0 0 0 0 0 0
61-65 0 0 0 2 12,099 6,049 2 12,099 6,049
66-70 0 0 0 2 24,955 12,477 2 24,955 12,477
71-75 0 0 0 0 0 0 0 0 0
76-80 0 0 0 0 0 0 0 0 0
81-85 0 0 0 0 0 0 0 0 0
86-90 0 0 0 0 0 0 0 0 0
TOTAL 0 $ 0 $ O 4 $37,054 $9,263 4 7954 $9,263
Bryan, Pendleton, Swats & McAllister, LLC 17



