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ProVal version 2.23 introduces new ways to view and edit library entries, service definitions to explicitly

handle plans with fractional service accruals, and parameterized calculation of accrual

rates for

nondiscrimination testing. You’ll find details about these and other enhancements below.

Interface

*

*

In ProVal libraries, you can now:

o Erase or hide multiple entries at once. To
select multiple entries, hold the Shift or Ctrl
key down while clicking with the mouse.

% Valuation Assumptions Library [7]]
Select the entry to edit:
Nane [Hodified New
1,1,05 Expense (neu assunptions) 4/15,/2885 1:49 PH -
1/1,/05 Expense (old ptions) 4,15/2005 1:49 PM Edit
1,/1,05 F, i 4,15,/2885 1:49 P
1/1,05 7
H1705 “Fuanding “Cold &g = A
Taft Hartley Funding 5/12/1999  4:27 PH Acname
Copy
Erase
Hitle
Unhide..
Compare
Exit

Service Definition 2l

N

o Sort library entries by name or date last
modified — e.g., to quickly find the entry you
last worked on.

| Hame | Modified + |

o Rename entries without opening them.

o Make a copy of an entry (avoiding the
practice of editing an entry, saving it as new,
and then editing the new entry).

o Quickly scroll to an item by typing the first
few letters of its name without pausing.

New g buttons let you create and unhide
reference tables from within Valuation and
Projection Assumptions. Look for these “edit”
buttons throughout ProVal to edit nearly
anything from within another library.

A new List Objects command (on the File menu)
lets you list the entire inventory of objects in the
current client.

+ When pasting into a spreadsheet that allows row

insertion (e.g., increase rate tables), ProVal will
now automatically insert new rows as needed to
accommodate the data.

Pension Plans

¢ Service definitions are now available to handle

plans with fractional service accruals (e.g.,
hours-related service) and rounding rules (e.g.,
completed years, completed months, etc.).
Service definitions can be used to define benefit
eligibility service, benefit accrual service, and
more.

Name = |~ le Service Definition

Current service (or service datex):
IHireﬂate LI

Service accruals (forward and backward from current service)

* Constant: |1

" Field: | ;I
Rounding: INune LI
Amount : |
Direction: |Nearest LI
= Current sepvice = valuation date minus service date
Yiew | Replace | Save As New | Erase Cancel
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+ Service definitions can be found (along with the
existing libraries for Census Specifications and
Salary Definitions) under Input > Census.

Input

LCenszuz Specifications

Reference Tables Salary Definitions

Waluation &zsumptions
Azzet & Funding Policies
Scaling Factors

& Definitionz

Projection Aszumptions
Determiniztic Azzumphions

Capital b arket Simulation
Efficient Frontier

Stochaztic Azzumptions
Cuztom Stochastic ariables

¢ In Benefit Component Tables > Calculate
Annuity Factors > Joint & Survivor Annuities, a
new checkbox lets you calculate J&S conversion
factors in a single table (i.e., Life Annuity /
J&S). This is particularly useful for REA death
benefit payment forms.

Joint & Survivor Annuities
Beneficiary mortality rates:
[UP-1984 Table = @
Fraction of Joint & Survivor bhenefit received when:
Both member and beneficiary are alive Il
Only the member is alive |1
Only the beneficiary is alive IB 5
Male Female
Members Members
Humber of years hushand is older than wife: |3 |3
Fraction of population receiving J&S: |1 |1
(hlends the J&% and life annuity factors)
v Galculate J&S conversion factors (i.e. Life finnuity /7 J88)
cone |

Nondiscrimination Tests

¢ The calculation of accrual rates, with and
without adjustment for permitted disparity, has
now been parameterized. This avoids the
previous practice of using several valuation runs
and expression sets to calculate accrual rates.

See Nondiscrimination Tests, page 7

Percentage: I *
Use Funding Amort. Bases: 1 Yes * Ho
Current Net Pension Remaining -
Obligation (NPO) Amart. Unamortized
q Amount
(if any): Years

5

Public Pension Plans

¢ Inthe GASB Accounting topic of an Asset &
Funding Policy, if Normal Cost + Supplemental
Cost is chosen as the ARC contribution policy,
you can now specify amortization parameters
different than funding for calculating the
supplemental cost and Net Pension Obligation.

+5 GASB Accounting x|

ARC Contribution Policy: |Norma1 GCost + Supplemental Cost ;'

NP0 amoptization under aggregate funding methods:

IPU Future Lives ~ Ualuation Number LI
Amortization period: yeaprs
Average service rounding: Mone 'I
Ualuation year that maximum amortization period changes
to 38: [2886
DK | Cancel |

¢ A new exhibit for valuation sets and
deterministic forecasts details the GASB 25
annual required contribution policy.

OPEB Plans

¢ In valuation assumptions, you now have a
choice of how to adjust claims to mid-year (or to

year-end). You separately decide whether to
apply:
o Interest discount (ProVal’s previous
behavior),
o Mortality discount, and/or
o Increase rates (e.g., trend)
Other Valuation Parameters [ 2] %]
Participants are included in liahilities at later of:
Age: IEI_
Service: Service field: |<date of hire> j
Date: (blank if not applicablel
Timing of claims payments: |Hir.1r.lle of year ;I
Adjust claims to middle or end of vear with:
¥ interest discount
™ mortality discount
I increase rates (e.g. trend)
Male Female
Employees Employees
Fraction of population that is married: IE.E CRY
Number of years hushand is older than wife: |4 4
0K Cancel
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¢ GASB 43/45 parameters are now available in
OPEB Asset & Funding Policies to specify the
ARC contribution policy, any existing Net
OPEB Obligation (NOOQO), and the aggregate
method NOO amortization approach.

See GASB for OPEB Plans, page 8
All Plans

¢ Subformula benefit formula components can
now reference other subformula components
(except for circular references, of course).

Output & Reporting

¢ A valuation set’s results can now be written to
an Access database to facilitate report writing.
(This was actually released as a special update to
version 2.22, but is included here in case you
missed it.)

See Saving Exhibits to Access, page 5

¢ When viewing output, the name of the output
style you’ve loaded (if any) now appears on the
listing.

¢ A new option lets you choose whether to list
inputs above or below the numeric results in
valuation and core projection output (placing the
inputs above the numeric results replicates the
behavior in ProVal version 2.21 and earlier).

Census Data

¢ Spreadsheet Edit and Print Data now display the
number of selected records you are viewing.

% Editing Data
Records Selected: 488 of 816

ReclD | AccCont Age |
1 2,122.70 26.41

2 i oo n? AR A0

¢ Character key fields (actually any field type) can
now be used everywhere a key field is required
in ProVal. This expands the types of key fields
that can be used in Compare Database Files,
Status Reconciliation, and Individual Results.

¢ If ProVal finds unknown codes in an import file
that resemble, but don’t exactly match, existing
labels in the data dictionary, you can now
choose how to treat them: map to existing labels
or add them as new.

\f). Import |_ (O] x|

Field: Division

“"In File" values were found that are similar
to existing labels:

In File Existing Label in Pro¥Yal
H Heawy Equipment Division
R Rail Car Manufacturing
RC Rail Car kanufacturing
T Turhine
|| »

Should these "In File" valuesz be mapped to the
existing labels or should new labels be added?

[T Apply choice for duration of this Import

| Map to Existing I Add as New |

Z

Tools

¢ PIA Calculations: You can now run a group of

individuals (no longer just a single individual)
and save the resulting PIA back to the database.

Populate ProVval PS: If you connect to the
internet through a proxy server, you might have
previously had trouble purchasing a ProVal PS
license. ProVal’s internet settings now support
more complex proxy server setups.

System

¢ Network administrators can now pack client

files (both library and database files) outside of
ProVal through a .BAT file. The sample batch
file "AutopackO.bat" is provided as a starting
point.

Regulatory data (i.e., maximum benefits,
maximum compensation, etc.) is now distributed
in a version-independent way (text files named
RegMaxBen.txt, RegMaxComp.txt, etc. stored
in the Proval folder). This means updated
regulatory data will no longer drive the decision
to adopt a new version. WinTech will distribute
updated regulatory data through
www.winklevoss.com/wintech/updates/proval/
as it becomes available (typically late October or
early November).

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.
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Proval”

ProVal PS is a desktop toolkit for sponsors of
defined benefit and medical plans, populated by the
ProVal results that you generate. Since the last
release of ProVal, you can now brand the home page
of ProVal PS (for files that you populate) with your
own logo, links to your website, etc. Simply provide
us with your logo and describe any other
customizations and we’ll take it from there.

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 Hank Freeman at (203) 861-
5526 for details or to request a quote.

New Members of the ProVal
Team

Hank Freeman recently joined the ProVal
team. He is an experienced consulting
actuary and will be heading up WinTech’s
Virtual Back Office (see sidebar to the left).
He also plans to steer ProVal PS to new
heights. Be sure to say hello to him if you
reach him at ProVal support.

Pallav Ray recently joined the ProAdmin
team. He has experience programming DB
administration systems and web sites. He is
currently taking on technical responsibilities
for ProAdmin’s Plan Participant Web Site.

Xiaoling Zhang recently joined the ProVval
team. She has a PhD in statistics and
Canadian actuarial consulting experience.
She will be programming actuarial features
for ProVval.

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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Saving Exhibits to Access

You can now save valuation set exhibits and deterministic forecast exhibits directly to a Microsoft Access
database. The database is intended to be used by other programs, such as report writers. In addition to exhibits,
the database also contains summary output, like that available in Valuation Set Output and Deterministic Forecast
Output. Although you can save multiple run’s results to a single database, it is recommended that only one run’s

results be written per database.

To save exhibits to an Access database:

View Valuation Set Exhibits or
Deterministic Forecast
Exhibits

Click the File... button

Type in a filename and choose
Access database (*.mdb) as the
file type

Click the Save button

Database structure

The database contains the following tables:

Save i [ 3 ABCDemo - & @ e
2] TEST.mdb
File nhame: lTEST.mdb

Save as type:

Cancel |

%

ProVal_ValSet_Params. Basic information about the valuation set(s) or deterministic forecast(s) in the

database, including the valuation
date and measurement date.

ProVal_ValSet_Data. Summary
output, like that available in
Valuation Set Output or
Deterministic Forecast Output.
Liability splits are included for
actives in total, actives by
decrement (retirement,
termination, death, disability, and
employee contributions),
inactives in total, and inactives
by status (retired, terminated,
disabled, and survivor).

ProVal_*. Valuation Set

B ProYal ValSet_Dala : Table [_ O] x]

Mame Description

Walue

ActiveTot

ActiveRet ActiveTern «

[TTTTTTTITITITITTIIT I+

Record: I<| 1 1

] ABO_Market_F|ABO Mkt F R

1 ABO_Mkt_Rel_ ABO MRAF.R.
1 ABO_NC_Dollai ABO Mormal Cc
1 ABO _NC _Pct FABO Mormal Cc
1 ABO_Plan_Cha ABO Plan Chg
1 Accumulated_B ABO

1 Active_dwy_Age Active Avg Age
1 Active_dwy_Ser Active Avg Svc
1 Active_Pct_Mal Active % Male
1 Actuarial_Asset Actuarial Asset:
1 Actuarial_Liabili Actuarial Liabilit
1 Actuarial_Liabili Act Liab Act F.I
1 Actuarial_Liabili Act Liab Mkt F.
1 Additional_Func Add'l Funding C
1 Additional _Func Add'l Funding C
1 Additional_Pens Addt Pension L
1 Admin_Expenst Admin Exp ()

1 Admin_Expenst Admin Exp (%)
1 Annuities_Defer Annuities Defent

1 Annuities_in Re Annnities in Far
P [r1]r#] of 150

0.7254627714
0.620265251
1519644
7583400979
0

34001834

46. 16658444
15 26857236
51.02599179
24479662
37004644
06615294556
06778074936
52746
4255419379
8915341

1]

0

g18785
TRAZAN

1519644
7.583409979
0

234583129

2710827

JE

13580854 134
B.781026993  0.671303%:

21992670 12512

25953713 12472

.

Exhibits data. For instance, the table ProVal_USMin contains the development of the minimum
contribution. Only the exhibits you’ve selected are saved (exception: the Schedule of Active Participant
Data exhibits cannot be saved to an Access database). Note that many valuation interest rates can be
found in the exhibits. For a complete list of exhibit table names, see Exhibit Names in Word and Access
in ProVal’s help (Help > Help Topics > Command Reference > Output Menu > Valuation Set Exhibits).

ProVal_ValSet_Events. Basic information about the event columns in the ProVal_* exhibit tables
mentioned above. You will only have more than one event if you’ve elected to display exhibits by

valuation event.
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To facilitate use by other programs such as report writers, many elements in the database are stable. That is, they
won’t change from one ProVal version to the next, unless necessary, such as to incorporate a law change. The
stable elements are:

e Table names (e.g., ProVal_ValSet _Params)

o Field (i.e., column) names. These are meant to be used for column lookups.

e The Name field in each table. This is meant to be used for row lookups.

o Not the Description field in each table. This is meant to improve the readability of the database when
viewed with human eyes. The descriptions might change from time to time and should not be used by
outside programs.

Alternative: Collection of CSV Files
If you would rather use CSV files instead of an Access database, choose Collection of CSV Files (filename*.csv)
as the file type. Each of the database tables listed above will be saved to a separate .csv file. Each file will be

prefixed by a filename that you provide. For example, if you provide the filename “val2005”, ProVal will save
files named “val2005ProVal ValSet Params.csv”, “val2005ProVal ValSet Data.csv”, etc.
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Nondiscrimination Tests

The calculation of accrual rates, with and without adjustment for permitted disparity, has now been parameterized.
This avoids the previous practice of using several valuation runs and expression sets to calculate accrual rates.
While parameterization cannot replace knowledge of the nondiscrimination rules, the tool should provide some
framework for users who are less familiar with the rules. The parameters are designed to handle the majority of
“usual” situations. To handle exceptional situations, ProVal still allows the import of accrual rates from other
sources (e.g., from an Excel file).

Performing nondiscrimination tests in ProVal is a two step process:

Toolz

Populate Proval PS

Gain/Loss Analyzis
Experence Studies

Adriniztration Factarz
Pl& Calzulations

Mondizcrimination Tests  #

Aeccrual Bates

Coverage and General Tests
Graphs...

Mondizcrimination Accrual Rates | 7] x|

e Accrual Rates. A new tool that allows for
the parameterized calculation of unadjusted
accrual rates (i.e., before adjustment for
permitted disparity) for defined benefit and
aggregate defined benefit/defined contribution
plans under the annual, accrued-to-date, and
projected calculation methods on either a
benefits or contributions basis. In addition,
permitted disparity information is calculated.

Name : [T

Plan Year Ending Date: h2/31/2334

Rate Basis:
& Benefits
 Contributions

Sample Lives... |

Calculation Method:
"~ Annual
* Accrued-to-date
i~ Projected

Measurement Period:
Date of hire - 1-,1,2885

Plan Definition:
Sample Plan LI

Select a topic to edit:

DB Benefits

Census Data

Mormal Acerual Rates

Most Ualuabhle Accrual Rates

Benefit Calculation Assumptions
DC Benefits and Cross-Testing
Individual Results

The results are saved to a database for input
into the Coverage and General Tests tool
below.

Run | View | Beplacel SaveAsﬂewl Erase | Cancell

o Coverage and General Tests. This is
ProVal’s existing nondiscrimination
testing tool with a new option to adjust
accrual rates for permitted disparity.

Mondiscrimination Coverage and General Tests HE

Name : Tllustrative nondiscrim tests]

Database: [NONDIS =l

418(h) coverage tests to run:
¥ Ratio percentage

The unadjusted accrual rates and
permitted disparity information
calculated in the Accrual Rates tool
above are inputs into this tool.

¥ Mondiscriminatory classification
¥ Average benefit percentage

481 (a)(4) general tests to run:
¥ Ratio percentage
¥ Hondiscriminatory classification

Select a topic to edit:

Basic Data

Ratio Percentage and Nondiscriminatory Classification Tests
Average Benefit Percentage Test

General Tests

Permitted Disparity

Run | Replace | Save As New | Erase | Cancel |

For details, see Help articles on these tools (Help > Help Topics > Command Reference > Tools Menu).
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GASB for OPEB Plans

In 2004, the GASB issued:

o Statement 43, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans, and

o Statement 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other

Than Pensions

requiring Public Plans and Employers to disclose their OPEB obligations beginning after December 15, 2005.
GASB 43/45 reporting is comparable to public plan pension reporting under GASB 25/27, not FAS 106. The
same liabilities are used for funding and GASB accounting, so only a funding valuation is (generally) necessary.

The key reporting elements that
are within the scope of ProVal are
the Annual Required Contribution
(ARC) and the annual OPEB cost.
These calculations are
parameterized in the Accounting
Methodology topic of the Asset &
Funding Policy (choose Expense
calculations under “GASB
43/45”).

o The ARC (for details, see
the exhibit on page 10) is
computed per the selected
ARC Contribution
Policy, where four (4)
options are currently
available. Note that this

n_‘_l-'_v Accounting Methodology

Expense calculations under:

ARC Contribution Policy:

Percentage =

Uze Funding Amort. Bases:

Current Net OPEB
Obligation (HOO)
(if anyd:

NOO amortization under aggregate funding methods:

IGASB 43,45 -

x|

IPU Future Lives ~/ Ualuation Mumber

Amortization period: I years

Average service rounding:

INqual Cost + Supplemental Cost :J
|5 »
* Yes " Mo Params... |
Pz Unamortized

Amort.

Amount

Years

INone vI
oK I Cancel |

A

can differ from the employer’s Contribution Policy as specified in the Contribution Policy topic, which
for example, might include additional contributions to pay off any Net OPEB Obligation.

The underlying actuarial cost method (for both the ARC contribution policy and employer’s contribution
policy) is specified in the Contribution Policy topic. ProVal supports five of GASB’s six acceptable
methods. The following GASB names correspond with ProVal’s Cost Methods.

GASB name ProVal Cost Method

Entry Age

Entry age
Frozen entry age
Attained age

Frozen attained age

Projected Unit Credit (or Unprojected Unit Credit if

Frozen Entry Age (FIL)

<not supported>

FIL with PUC

past service benefits are not affected by future salary

levels)

Aggregate

Aggregate

Projected Unit Credit (PUC)
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o The annual OPEB cost (for details, see the exhibit on page 10) is generally equal to the ARC. However,
if employer contributions have historically differed from the ARC (current year differences aren’t
reflected until the following year), a Net OPEB Obligation (NOO) is established. The annual OPEB cost
is then adjusted by interest on the NOO and an amortization of the NOO. In a forecast, the Net OPEB
Obligation reflects differences, if any, between the ARC contribution policy and the employer’s
contribution policy.

All GASB Asset & Funding Policies now require that funding amortization parameters be set in the Funding
Amortization Policy topic. (Previously they were only required for “Normal Cost + Supplemental Cost”
contribution policies.) The amortization information is necessary to calculate an appropriate Annual OPEB Cost.

If a “Normal Cost + Supplemental Cost” ARC contribution policy is selected in the GASB Accounting
Methodology topic, you may elect to Use Funding Amort. Bases, or enter different GASB amortization
parameters (click the Params... button to see the dialog shown below). This determines the ARC supplemental
cost and the Net OPEB Obligation amortization. The ability to specify separate GASB amortization parameters
has also been added to Public Pension mode.

\'.r GASE Amortization Parameters ﬂﬂ

Amortization payment increase pate: ||

Amortization period type: IClosed ;I

Existing bases: Amortization periods
Schedule date I for future hases:

Remaining Unfunded Assumption change I
Amort. Liability . l—
Years Amount Gain or loss

Active benefit change I
Inactive henefit change I
Funding method change I

0K | Cancel |

A

Information about any existing Net OPEB Obligation (NOO) is also specified as part of the GASB Accounting
Methodology topic. If a Current Net OPEB Obligation (NOO) exists, it is entered along with the (preliminary)
remaining amortization period(s). The NOO amortization period may be overridden if an open amortization
period is used for ARC supplemental cost or if an aggregate actuarial cost method is used (see below). Per GASB
45, the annual OPEB cost is adjusted by the discounted present value of the Net OPEB Obligation at the
beginning of the year using the same amortization methodology used in determining the ARC for that year.

The accounting methodology dialog also controls the NOO amortization under aggregate funding methods.
(That is, if the actuarial cost method specified under the Contribution Policy topic is aggregate.) The amortization
is equal to the NOO divided by either:

1) The ratio of the present value of future lives to the number of valuation actives (with no interest adjustment),
which produces the same effective amortization as the FIL level dollar method.

2) An annuity factor for a period equal to the FASB definition of expected average service to retirement. (An
“accounting” valuation is required to calculate this amortization period, and rounding options are provided.)

3) An annuity factor with a user-specified amortization period.
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Finally, Valuation Set and Deterministic Forecast Exhibits have been added that detail the Annual Required
Contribution (new in the Public Pension mode as well) and the development of the Net OPEB Obligation,

including any adjustments required to meet the GASB minimum amortization requirements.

GASB 43/45: Development of ARC (Normal Cost + Supplemental Cost)

1. Assumptions
(@) Funding interest rate 8.00%
(b) Amortization payment increase rate 0.00%
2. Preliminary Annual Required Contribution (ARC)
(@) Normal cost 121,990
(b) Term cost N/A
(c) Administrative expenses 0
(d) Supplemental cost
(i) Funding liability 3,811,274
(ii) Actuarial assets 2,000,000
(iii) Outstanding Balance: (i)-(ii) 1,811,274
(iv) Yearsto run 5
(v) Supplemental cost 420,042
(e) BOQY contribution: (a)+(b)+(c)+(d)(v) 542,032
(f) Contribution timing
(i) Fraction to year end: 0.5000
(if) Compound interest to year end at rate (1)(a) 21,264
(9) Preliminary ARC: (e)+(f)(ii), not less than 0 $563,296
3. Minimum Annual Required Contribution
(@ Normal Cost 121,990
(b) Term cost N/A
(c) Administrative expenses 0
(d) Unfunded Liability 1,811,274
(e) Minimum supplemental cost 148,973
() Minimum ARC: (a)+(b)+(c)+(e), not less than 0 270,963
(9) Contribution timing
(i) Fraction to year end: 0.5000
(if) Compound interest to year end at rate (1)(a) 10,630
(h) Minimum ARC adjusted for timing: (f)+(g)(ii) 281,593
4. Annual Required Contribution: max of (2)(g) and (3)(h) | $563,296
GASB 45: Development of Annual OPEB Cost and Net OPEB Obligation (NOO)
1. Funding interest rate 8.00%
2. Net OPEB Obligation (NOO) as of January 1, 2000 $0
3. Annual Required Contribution (ARC) 563,296
4. Interest on NOO at rate (1) to December 31, 2000 0
5. Amortization of Net OPEB Obligation 0
6. Annual OPEB Cost: (3)+(4)-(5) $563,296
7. Annual Employer contribution 563,296
8. Change in Net OPEB Obligation: (6)-(7) $0
9. Net OPEB Obligation as of December 31, 2000: (2)+(8) $0
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