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ProVal version 2.20 introduces several new features including lump sum factor components based on valuation
& forecast assumptions, an extract for Relius Government Forms, and an “automatic” layout option for
arranging output. You’ll find details about these and other enhancements below.

Benefits

¢ Two new component types simplify the
“coding” of benefit formulas:

[

Accrual definition
Constant
Databaze field

o Lump sum factor components calculate
annuity values with interest and mortality
specified in valuation and projection
assumptions rather than “hard coding” them
into the benefit formula.

See Lump Sum Factors, page 5

o SubFormula  components  encapsulate
frequently repeated parts of benefit
formulas. This reduces the potential for
errors in complex coding and facilitates
checking. Subformula components, like all
components, are detailed in the sample lives.

+ In #PIA custom operators, a new option lets you
start salary history at a specified age regardless
of the hire age.

Salaries [ 7] %]

Definition:

& Paluaion salary CEron census snecitications)
" Alternative salary

: el T

History startspat:
" Hire ag
i+ Age [20 ¥ or hire age if earlier
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| Progject) backuards) Erom Idecrement' following changes in NAWs

After decrement:
i+ Level salaries
 Zero salaries

0K I Cancel

Output & Reporting

¢ If you use Relius Government Forms (formerly
HyperPrep) for preparing IRS Form 5500

Schedule B or PBGC Form 1 Schedule A, the
new Government Forms Extract output
command will save you a lot of manual entry.
Simply choose a valuation set and ProVal will
create a results file (in .xml format) for import
into Relius.

Government Forms Extract

Ualuation Set: [1/1,20@3 Ualuation Set =l

Forms:
[# IR Form 5508 Schedule B
[ PBGC Form 1 Schedule A
1 General Rule
@ Alternative Calculation Methods

HML file name (for import into Relius Government Forms):

g:NclientsNabcdemosgf orms2083 . xml Browse...
Run Exit

¢ A new “automatic” layout option in output (and
descriptive statistics) lets ProVal select the
“best” layout for you.

DOutput Layout HE
|::> P @
Layout Selections Row Column

Valuations s «
Variables g s
0OK I Cancel |

On a related note, the “data series” layout for
graphs now defaults to the “best” fit for the
output you’re looking at.

¢ Individual results in a valuation now write
blanks for unavailable variables (e.g., variables
for funding methods that aren’t run) rather than
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leaving the variable out altogether. When
merging into an existing individual results
database, the blanks will overwrite existing
results, avoiding possible confusion.

¢ Experience benefit payments (as opposed to
valuation expected benefit payments) can now
be viewed in Core Output. This avoids the
necessity to run a Deterministic Forecast to see
these values.

Valuation Assumptions

¢ A new “populate” button allows you to copy
valuation assumptions from one set to another.
This is especially useful for copying across
modes (e.g., from U.S. Qualified to SERP) and
from funding to accounting.

Valuation Assumptions

Hame =

Eample Assumptions

Assumption Type:
* Funding
" Accounting

Select a topic to edit:

Decrements

Interest & Salary
Cost=of=-Living Adjustments (COLAs)
Increase & Crediting Rates

Lump Sum Interest & Mortality
Post-Decrement Probabhilities
Liability Methods

Other Valuation Parameters
Current Liability

PBGC Variable Premium Liabhility
Regulatory Data

N

Cancel

Yiew | Beplacel Save As New Erase

Sample Lives

¢ Sample life reports now include the value of
temporary assignments (e.g., BFT:=), making
formulas easier to check.

1« Sample Life Output 2 of 13 9[=1 E3
&b Print... I &Pregiewl & Fie... I UHl... | << Prev | Meut >3

T T T T M:J
hiluation |  BASE |  EXCESS | ERF | EFT |
Salary | Component | Component | Component | Temp. Var.

| | | | |

T T T T T
i, 463.74 | 0.00 | 0.000000 | 0.620000 | 0.00 |
i,323.52 | Z07.24 | 0.000000 | 0.620000 | 207.24 |
i, 976,46 | 451.41 |  0.000000 | 0.620000 | 451.41 |
f,655.52 | 705.45 | 0.000000 | 0.620000 | 705.48 |
f,361.74 | 969.75 | 0.000000 | 0.620000 | 969,75 |
096,21 | 1,244.61 | 0.000a00 | 0.620000 | 1,244.61
P, 860,08 | 1,563,158 | 0.000000 | 0.520000 | 1,563,186
1,654, 46 | 1,201, 56 | 0.000a00 | 0.630000 | 1,901.56
L,430.64 | 2,264.50 | 0.000a00 | 0.740000 | 2,264.50
,339.86 | 2,653.44 | 0.000a00 | 0.800000 | 2,653.44 | _
B,233.46 | 3,069.87 | 0.000a00 | 0.860000 | 3,069.87
1,162.80 | 3,515.37 | 0.000a00 | 0.920000 | 3,515.37
F,129.31 | 3,99L.60 | 0.000a00 | 0.260000 | 3,991.60
F,134.48 | 4,500.30 | 0.000a00 | 1.000000 | 4,500. 30

I I I I I
EFT:=BASE + EXCESS &
ERF * BEFT =
Kl | b

¢ A new Accrual Basis sample life report details
the components of an accrual basis expression.

Valuations

+ In processing messages for valuations and cores,
ReclIDs for excluded records are now suppressed
(only ReclIDs for data defaults were suppressed
previously). The ReclDs can still be seen by
checking “Display by Record” when viewing the
run. Also, non-participating records are now
included among the ReclDs for excluded
records.

Asset & Funding Policies

¢ A new “Normal Cost + Supplemental Cost”
funding policy option lets you allocate a portion
of any surplus to offset total costs. For example
you might allocate % of the excess from 5% to
10%, % of the excess from 10% to 15%, and the
entire excess above 15% to reduce the
supplemental cost.

Valuation Sets, Deterministic & Stochastic
Forecasts

¢ As discussed at the 2003 Users Group Meeting,
the double counting of interest on assumed
administrative expenses has been removed in
accounting  calculations. Now assumed
administrative expenses are added to the service
cost after it has been adjusted for interest to the
end of the year. The expected return on assets
continues to be adjusted for the expected return
on administrative expenses because they are
assumed payable at the beginning of the year.

¢ The experience lump sum interest rate can now
be modeled (independent of valuation interest
rates and inflation) in forecasts.

See Lump Sum Factors, page 5

General

¢ The processing of valuations and core
projections has been sped up by approximately
15%.

¢ The size limit on ProVal client files (*.sf) files
has been increased from 2GB to 4GB.

¢ If you use Novell, be sure to read important
information about client drivers in the
Installation Guide (Troubleshooting section).

What’s New, ProVal version 2.20

December 2003



Keys & Licenses
¢ For ProVal License Server (PVLS) users:

o The requirement to wait 1 hour before
“killing” a dead license has been replaced
with a warning message.

o Usage statistics can now be viewed in a
convenient graph format.

% Proval Graph - [PYLS Usage]
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o To take advantage of the new Populate
ProVal PS command, be sure to update
ProVal on the PVLS machine to version
2.20.

¢ USB keys are now available for machines that
lack parallel ports.

¢ If you use a commuter license for out-of-office
work, ProVal will remind you to check it in
when you return to the office.

Commuter License Notice E

You currently have a Commuter License checked out.
Yould vou like to check the license hack in?

T Don’t show this message again.

Check In

{No Thanks

Changes Log

¢ Be sure to read the changes log (see What’s New
in Help or the CHANGES.LOG file in the
ProVal directory) about updates to certain
calculations that may change results.

Proval’

Proval PS, a desktop toolkit for
sponsors of defined benefit and retiree
medical plans, is being released in
conjunction with ProVal 2.20. It lets
actuaries and non-actuaries answer
many “what if” questions, including:

Disclosure & Budgeting: What
should be budgeted for next year's
expense? What should be budgeted for
next year's contribution? Will this year's

disclosure include a reduction to
equity?
Financial Sensitivities: What will

future contributions and expense be?
What if investment return is poor? What
if inflation is higher? What if interest
rates change?

Asset Allocation: What contributions
and expense are expected under the
plan’s current asset mix? What is the
potential  downside? Are  there
alternative asset mixes which will better
meet the plan’s goals?

See a flash demo or download and
install a trial version of ProVal PS at
Www.provalps.com

For more information, please contact:
Joe Gilbert
203-861-5514
jgilbert@winklevoss.com
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mk:@MSITStore:C:/ProValPS/ProValPS.chm::/Financial_Sensitivities.htm
mk:@MSITStore:C:/ProValPS/ProValPS.chm::/Forecast.htm
http://www.provalps.com/
mailto:jgilbert@winklevoss.com

Dedication

We recently lost a good friend and
colleague. Mike Tortora died Sunday
May 25th after a courageous battle with
brain cancer.

Mike joined WinTech in 1999 and quickly
became an integral member of our team.
He conducted numerous ProVal training
sessions and spent hundreds of hours
answering client support questions. He
loved working with our clients.

We wish to dedicate ProVal version 2.20
to the memory of our friend Mike.

WinTech’s Virtual Back Office

Need help bringing up new clients,
converting cases or experienced help in
a ProVal area that’'s new to you? Why
not call upon WinTech's experienced
actuaries to fill in?

Contact Mark Ruloff at (203) 861-5530
for details or to request a quote.

New Member of the ProVal
Team
Elissa Tauber, FSA, recently joined the

ProVal team. She is an experienced
consulting actuary and ProVal user. She

graduated Cum Laude from the
University of Pennsylvania and has
always enjoyed teaching and

programming. Be sure to say hello to
her if you reach her at ProVal support or
attend a ProVal training session.

Winlech

500 West Putnam Avenue
Greenwich, CT 06830

tel: (203) 861-5530

fax: (203) 861-5531

email: support@winklevoss.com
website: www.winklevoss.com
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Lump Sum Factors

A new lump sum factor benefit formula component
type has been added to ProVal. Previously lump
sum factors were valued in benefit formulas by using
table components. Lump sum factor components
have several

[

Lump sum factor

advantages < T ErErE
overtaple ~ [Acerual definition
components Database field
forvah“ng SubFormula

lump sums: Tahle

e The interest and mortality assumptions are
defined in the valuation and projection
assumptions, improving documentation and
minimizing errors.

o Specialized liabilities, such as current liabilities,
can automatically value lump sums on the
liability’s basis (interest only or interest and
mortality) rather than the valuation basis,
avoiding the need to run additional valuations
and use overrides.

e During a forecast, experience lump sum interest
rates can vary directly with an interest rate
benchmark rather than indirectly based on
changes in compound inflation.

Some plan features that can now be valued more
accurately and directly are:

e Lump sum payment form (for valuation and/or
experience) based on a market interest rate.

o Death benefits equal to the present value of the
member’s accrued benefit, whether paid as a
lump sum or a survivor annuity.

e Survivor annuities assumed to be paid as a lump
sum (for valuations and/or experience).

e Conversion factors for “lump sum to annuity” or
vice versa, such as in a cash balance minimum
benefit or a defined contribution offset formula.

e Optional annuity form conversion factors (when
coded as a ratio of lump sum present values)
where the interest rate is assumed to vary in a
forecast with the valuation interest rate.

Benefit Formula Components

The primary specification when you select a lump

sum factor component type is the associated annuity
payment form from the Payment Form Library. The
Lump Sum Factor value at each decrement date will

be calculated as the present value of the specified
annuity payment form based on the interest and
mortality assumptions specified in the valuation
and/or projection assumptions.

The Advanced button accesses parameters that
further define the lump sum factors.

Benefit Formula Component K E
Hame = Description:
|LSIn|nﬂd;i |Lunp sum - immediate annuity
Component type: x
Annuity payment form upon which lump sum factor will be based:
ILife only = Immediate ;I Edit... |
Advanced... I@
Lump Sum Factor: Advanced EHE
COLA rate during - payment period: 9]
deferral period:

Youngest~0ldest Recognized fAges:
™ Use age [62 lump sum factor for all ages up to age 62
I~ Use age (78 lump sum factor for all ages after age 78

¥ Yhen used in a death bhenefit, hase primary mortality on the

deceased member’s agessex

¥ Apply Valuation/Projection assumptions for Fraction receiving J&S

oK | Cancel |

If the COLA rate during payment period and
deferral period are non-zero, then the lump sum
factor will represent an increasing annuity.

The Youngest/Oldest Recognized Ages parameters
freeze the lump sum factor values before and/or after
the specified ages. The oldest recognized age, for
example, might be useful in calculating a frozen
lump sum value of the normal retirement benefit
payable at a delayed retirement age. The youngest
recognized age, for example, could be used to
calculate the lump sum present value of a deferred
normal retirement benefit.

For the death contingency, the when used in a
death benefit, base primary mortality on the
deceased member’s age/sex check box provides an
option to indicate an underlying annuity payable to
the (spouse) beneficiary rather than the member.
This box should be unchecked if the death benefit
being valued is the lump sum present value of an
annuity payable to the spouse.

If the underlying payment form is a joint and
survivor annuity, you may calculate a lump sum
value based on a “pure” J&S payment form or you
may weight the lump sum value between a life and a
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J&S by checking the box to apply
Valuation/Projection assumptions for fraction
receiving J&S.

Valuation Assumptions

Yaluation Assumptions

Name =
|1/1/ZBB3 Funding

Assumption Type:
 Funding
" Accounting

Select a topic to edit:

Decrements

Interest & Salary

Cost-of-Living Adjustments (COLAs)
g Rates

Populate... |

Liability Methods

Other Valuation Parameters
Current Liability

PBGC Variable Premium Liability
Regulatory Data

View | Beplacel SaveAsﬂewl Erase | Cancel |

The interest and mortality assumptions for any lump
sum factor components are specified in the valuation
assumptions. When you click Lump Sum Interest
& Mortality, you will see a list of the Lump Sum
Benefit Formula components defined in the current
Project, with an asterisk next to any that are not
complete.

Lump Sum Interest & Mortality 2] x|
Select Lump Sum Benefit Formula Component:

i = L8 - Deferred to 65 annuit
LEImmAdj = Lump sum - immediate annuity

»* = jncomplete interest and mortality definition

DK | Cancel |

Clicking a lump sum component name will bring up
the dialog box for specifying interest & mortality.
The interest rate can be either a constant or
variable by duration from the valuation date.
This latter option was designed for our Canadian
users to value the regulatory Solvency Liability, and
its operation during a forecast is not the same as the
“variable by calendar year option” that currently
exists for interest and salary inflation assumptions.
(For additional information and examples, see the
online Command Reference Help.)

L565Adj - Deferred to 65 annuity

Intere
8.865

= Uariable by duration from valuation date

From To Rate -

-

Mote: Effective period runz to end of "To" duration.

Mortality rates
|IRS Applicable Mortality Table per RR2081-62 |

PBGC and Current Liabhilities:

" Use interest rate & mortality specified above

f* Use liability interest rate (with mortality specified above)
= Use liability interest rate & mortality

Cancel |

The lump sum factor mortality rates are restricted
only in that generational mortality cannot be
referenced. For joint & survivor annuities, primary
and contingent annuitant mortality are specified
separately, and therefore need not be the same. No
mortality is requested for certain only annuities.

For specialized liabilities, you may use the liability
interest rate (per 2003 IRS Graybook Q&A #4) or
use the liability interest rate & mortality in lieu of
the lump sum interest & mortality. This allows a
single valuation to value lump sum factors on
several bases. For example, U.S. Qualified mode
funding valuation might include five (5) alternative
bases: funding, PBGC, RPA, OBRA and Gateway
liabilities. Other alternative bases include the
Canadian Registered mode Solvency liability and the
accounting ABO and FAS 35 liabilities.

Sample life output displays the value of the lump
sum for each liability, as well as for death
contingency versus non-death contingencies.

+¥ Sample Life Dutput 10 of 18 M[=] E3
& Fint.. | [3 Fieview| & Fie.. Wi | cePev | Mewss | X Cose |
[Benecit Formula Coupenent ﬁl
Wame: LSIMMADJ
Type: Lump Sum Factor
[RecID: 681
Menher Benefit TC h.o.y. TC e.0.v. TC h.o.y. TC e.0.v. UG b. 0.y,
Tear Age Compornent. Rer: OBRA* Rer: OBRA* Rer: RPA®® Rer: RPA#® Rer.: PBGCHS
| 1996 | 33 | 14.815979 | | | | |
| 1997 | 34 | 14.752540 | | | | |
| 1ags | 35 | 14.685546 | | | | |
| 1993 | 36 | 14.614967 | | | | |
| zooo | 37 | 14.540305 | | | | |
| zool | 33 | 14.461421 | | | | |
| zooz | 39 | 14.378164 | | | | |
| zo03 | 40 | 14.29041Z |  15.373539 | | 16.303438 | | 17.6108¢
| zooa | 4l | 14.198033 | 15.287271 | 15.287271 | 16.184965 | 16.184965 | L7.4664!
| zoos | 42 | 14.100882 | 15.196487 | 15.196487 | 16.060941 | 16.060941 | 17,3159
\ 2008 | 43 | 13.998871 \ 15.101024 \ 15.101024 | 15.931120 | 15.8931120 | 17.1590¢
\ 2007 | 44 | 13.891929 \ 15.000705 \ 15.000705 | 15.795142 | 15.795142 | 16.9955"
\ 2008 | 45 | 13.780000 \ 14.895371 \ 14.895371 | 15.652627 | 15.652627 | 16.8249¢
\ 2009 | 46 | 13.663044 \ 14.7845907 \ 14.784907 | 15.503267 | 15.503267 | 16. 64707
\ 2010 | 47 | 13.541048 \ 14.669218 \ 14.669218 | 15.346891 | 15.346891 | 16.4616!
| zoil | 48 | 13.413947 | 14.548149 |  14.548148 | 15.183421 |  15.1834z1 | 16. 26570 o
y | oy

Projection Assumptions

Lump sum factor components allow you to directly
vary the actual lump sum payout based on

benchmark lump sum yields. To accomplish this, a
new type of interpolation has been added to ProVal.
Previously, a core projection could be run with two
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types of sensitivities: (1) experience inflation and
(2) valuation interest rates. These sensitivities are
parameterized in the Increase & Crediting Rates and
Valuation Assumption Sensitivities Projection
Assumptions topics, respectively. Now, a third type
of sensitivity has been added: lump sum factor
benchmark yield based on the new Lump Sum
Factor Interest & Mortality Projection
Assumption topic.

Projection Assumptions

Name =
ﬁest Estimate Projection Assumptions 12083

Select a topic to edit:

Future Experience Assumptions
Decrements
Salary Merit Scale
Post-Decrement Probabilities
fActive Population Growt
Increase & Crediting Hates

Populate... |

Other Parameters
Plan Amendments

Future Ualuation Assumptions
Ualuation Assumption Sensitivities

Yiew | Replace | SaveAsﬂewl Erase | Cancel |

When you click Lump Sum Interest & Mortality,
you will be asked to specify the low, medium and
high lump sum benchmark yield interpolation
anchor points. These are the three alternative lump
sum benchmark yields (which may or may not be
equal to the lump sum interest rates, as will be
discussed below) under which experience lump sums
will be valued during a core projection. These
interpolation points will then be used to derive
experience lump sums based on whatever the
experience benchmark yield is during a deterministic
or stochastic forecast.

Lump Sum Factor Experience Interest & Mortality

Lump Sum Benchmark Yield:

|B .83
Medium IB .a7
High |E 1

(interpolation anchor points)

Low

Lump Sum Factor (click to edit)
LEED o L o Dereirad o BE AnmTEa T m—

L565Adj] - LS - Deferred to 65 annuity
LSImnmAdj - Lump sum - immediate annuity

#* = incomplete definition

OK | Cancel |

While not required, we recommend that the
experience lump sum interest rates be parameterized
assuming that the benchmark yield is a 30-year
Treasury (i.e., GATT) yield. Stochastic forecasts
will set future lump sum benchmark yields equal to
the prior year’s capital market simulation 30-Year
Treasury benchmark yield.

Clicking a lump sum component name will bring up
the dialog box for specifying the interest & mortality
assumptions for actual (versus expected) benefit

payments. At first glance, it may seem surprising to
have to specify the mortality assumption, but the
proliferation of alternative valuation lump sum
mortality assumptions — funding, RPA current
liability, and accounting to name a few — requires an
unambiguous experience mortality specification.
Experience interest rates are specified based on
their relationship to the lump sum benchmark yield
(e.g., the 30-year Treasury yield benchmark in a
Capital Market Simulation). As with valuation
assumptions, the interest rate can be either a
constant or variable by duration. (While valuation
assumptions are variable based on duration from the
valuation date, experience assumptions are variable
based on duration from decrement.) The dialog box
displays the lump sum benchmark yield
interpolation points that you entered in the prior
dialog box and requests the associated experience
lump sum interest rate. Typically there will be a
direct mathematical relationship between the two,
but minimum or maximum interest rates may apply
such that the relationship is not linear.

L565Ad - Deferred to 65 annuity

Lump Sum Benchmark Yield: Low: H.83 Medium: B.87 High: B.1

Interest rate

Louw [©.84 Medium [6.84 High [@.11

™~ Uariable by duration from decrement:
Low [

@ Constant:

From To Medium [ High

Mote: Effective period »uns to end of "To'" year.

Mortality rates
[IRS Applicable Mortality Table per RR2BB1-62 =l

0K I

Cancel

Lump sum factor valuation interest rate changes also
have to be considered because the valuation interest
rate may change during a forecast. This experience
assumption is specified, under the Valuation
Assumptions Sensitivities topic, similarly to
parameterization of other economic valuation
assumptions.

Lump Sum Benefit Formula Components

What fraction of the assumed interest rate sensitivity change should be
applied to the following assumed lump sum factor interest rates?
Funding | Accounting Item

LSES - LS - Deterred ta b5 annuity

1 LSE5Ad) - LS - Deferred to BS annuity

1 1|LSImmAd] - Lump sum - immediate annuity

0K Cancel
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Core Projection

After you run a core projection with lump sum
interest rate sensitivities, you will be able to view the
results of the experience benefit payments Hew!
under the alternative assumptions through the
Output > Core Output menu. Note that expected
benefit payments will not vary by the experience
lump sum assumption because they are based only
on the valuation lump sum assumption. Only actual
benefit payments will vary with the experience
assumption.

# Core Projection Output (O] ]
&} Fiint... | [ F'ley\ewl I Fle.. | [l[ll_ﬁlaph...l X Closs |
Varisble: RPA Exp Bft Pymts (Active) ;I

T
L/L/03 § ¥r
Projection with lump

1/1/03 § ¥r
Projection with lump

r T T 1
| | | |

| | | |

| | 171403 5 ¥r | =ms-Baseline int, | sums-Baseline int, |
| | Projection with lump | baseline infl, low | baseline infl, high |
| vear | Funs | LE int | L3 inc |
I I I I |
I T T T 1
| 2003 | 10,765,340 | 10,765,340 | 10,765,340 |
| zo04 | 6,619,858 | 6,619,858 | 6,619,858 |
| 2005 | 4,559,344 | 4,559,344 | 4,559,344 |
| 2008 | 3,710,782 | 3,710,782 | 3,710,782 |
| 2007 | 3,054,458 | 3,054,458 | 3,054,458 |
| 2008 | 6,041,474 | 6,041,474 | 6,041,474 |
L 1 1 | ]
Variable: Actual Bft Pymts (Active]

171703 5 ¥r 1/1/03 § ¥r

Projection with lump

sums-Baseline int,

baszeline infl, low
L3 int

Projection with lump
suns-Baseline int,
baszeline infl, high

L5 int

1/1/03 5 ¥r
Projection with lump
Jun3

r
|
|
|
|
| Tear
i
r
|
|
|
|

2003 4,708,127 6,461,207 3,883,607
2004 2,790,768 3,868,540 2,288,537
2008 2,140,010 2,970,299 1,754,115
2006 1,786,817 2,513,463 1,454,831

Deterministic Assumptions

Once a core projection has been run with lump sum
factor interest rate sensitivities, you can study the
impact of alternative experience through either
deterministic or stochastic forecasts. In
deterministic forecasts, you explicitly specify the
Lump Sum Benchmark Yield for each year of
experience, where the Year 0 yield is the benchmark
yield used to determine experience lump sum
payments between the initial (baseline) valuation
date (a.k.a., year 0) and the next one (year 1).

Investment Return, Inflation & Lump Sum Benchmark Yield HE
Lump Sum
Im';:::::ﬁnt Inflation Bent;hmﬂrk
Year Yield
1 -0.02 0.03 0.060
2 0.00 0.03 0.065
3 0.05 0.03 0.070
4 0.08 0.03 0.075
5 0.09 0.03 0.075

Note: Assumptions in last year will he used for
all subsequent years.

Lunp Sum Benchmark Yield for Year B: IB.B494 Look up... |
0K Cancel |

Stochastic Assumptions

In a stochastic forecast, the lump sum benchmark
yield is taken from the referenced Capital Market
Simulation 30-year Treasury benchmark yield. This
is the same yield that is used directly for current
liability rates and PBGC rates and indirectly for
funding and accounting interest rates. The Capital
Market Simulation yield for each year is assumed to
be the yield as of the end of the year, since this is the
amount applicable for interest rates.

Accordingly, stochastic forecasts also need to know
what yield to use to determine the lump sum
payments during the first year after the baseline
valuation date. This Year 0 yield is specified in the
Lump Sum Benchmark Yield dialog box, which also
displays the relationship between the lump sum
benchmark yield in future years and the 30-year
Treasury benchmark yield.

Stochastic Assumplions

Mame = |I"Iu1t:i. factor (4 mixes), sto int rates

Capital Market Simulation:
|12/97 I1lus. Multi-Factor Term Structure PaPLI

Economic Experience:

Asset Mixes
i

Active Plan Amendments
Cost of Living Adjustments

Additional Contribution ~ Maximum 428 Transfer
First Year Simulation Override

Valuation Assumptions:

Funding Interest Rate
FAS 87 Discount Rate

FAS

Cur Lump Sum Benchmark Yield EHE
Vi Lump Sum Benchmark Yield for Year B: |.855 Look up... |
S Note: Lump Sum Benchmark Yield(t+1) =
30-year Treasury Benchmark Yield(t)
oK | Cancel |
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