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5WOOCT[���6JG�RCPGN�HGCVWTGU�C�YGNN�QTICPK\GF�XKUWCN�RTGUGPVCVKQP�QH�)GPGTCN
#ITGGOGPV�QP�6CTKHHU���6TCFG�OKPKOWO�HWPFKPI�TWNGU�

/T��$TWEG�#PVJQP[��%CFGPJGCF���+�CO�C�RTKPEKRCN�CV�9KNNKCO�/��/GTEGT��+PE���+
JCXG�DGGP�KPXQNXGF�YKVJ�VJKU�NGIKUNCVKQP�UKPEG�KV�ECOG�QWV�KP�NCVG�������CPF�+�JCXG
DGGP�XGT[�KPXQNXGF�KP�FGXGNQRKPI�/GTEGT U�WPFGTUVCPFKPI�QH�VJG�HWPFKPI�CURGEVU�QH

)#66�����$GHQTG�+�UVCTV��+�OWUV�UC[�VJCV�+�TGCNN[�NKMG�VJKU�NCY���+�MPQY�+�UJQWNFP V��DWV
VJGTG�CTG�LWUV�UQ�OCP[�PQQMU�CPF�ETCPPKGU��KV U�NKMG�C�TGCNN[�IQQF�RW\\NG��

#P[YC[��+�FQP V�GZRGEV�VJCV�CHVGT�VJKU�UGUUKQP�[QW TG�IQKPI�VQ�NQXG�VJKU�NCY�CU�OWEJ
CU�+�FQ����+�JQRG�VQ�CV�NGCUV�IKXG�[QW�C�DGVVGT�WPFGTUVCPFKPI�QH�JQY�VJG�RKGEGU�QH�VJG
RW\\NG�HKV�VQIGVJGT&JQY�VJG�HWPFKPI�TWNGU�YQTM�

9JCV�+ O�IQKPI�VQ�FQ�KU�IQ�VJTQWIJ�VJG�HWPFKPI�TWNGU��RCWUKPI�HTQO�VKOG�VQ�VKOG�VQ
IQ�VJTQWIJ�GZCORNGU�CPF�FKUEWUU��YJGP�CRRTQRTKCVG��UVTCVGIKGU�HQT�FGCNKPI�YKVJ
VJGUG�TWNGU�

4GVKTGOGPV�2TQVGEVKQP�#EV�
42#���CU�VJG�HWPFKPI�TWNGU�QH�)#66�CTG�QVJGTYKUG�MPQYP�
GPEQORCUUGU�UKZ�OCKP�CTGCU�VJCV�+ O�IQKPI�VQ�FKUEWUU��

6JG�OCKP�QPG��QH�EQWTUG��KU�VJG����
N��CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV���42#�CNUQ
EJCPIGF�VJG�HWNN�HWPFKPI�NKOKVCVKQP&VJG�PGY�����HNQQT���6JGTG U�CNUQ�VJG�EJCPIG�VQ
VJG�SWCTVGTN[�EQPVTKDWVKQP�TGSWKTGOGPV&UQOG�RNCPU�PQ�NQPIGT�JCXG�VQ�OCMG�VJGO�
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HQT�UQOG�RNCPU�VJG�TGSWKTGOGPV�KPETGCUGU���#NUQ��EQNNGEVKXGN[�DCTICKPGF�RNCPU�PQY
JCXG�VQ�CPVKEKRCVG�DCTICKPKPI�DGPGHKV�KPETGCUGU���(QT�2GPUKQP�$GPGHKV�)WCTCPVGG
%QTRQTCVKQP�
2$)%��RTGOKWOU�VJG�RTGOKWO�ECR�JCU�DGGP�TGOQXGF���#NUQ��VJGTG�CTG
TGUVTKEVKQPU�QP�CUUWORVKQP�EJCPIGU�HQT�EGTVCKP�WPFGTHWPFGF�RNCPU�YJGTG�VJQUG
EJCPIGU�YQWNF�UKIPKHKECPVN[�TGFWEG�VJG�EWTTGPV�NKCDKNKV[�

+ O�IQKPI�VQ�VCNM�CDQWV�GCEJ�QH�VJGUG�CTGCU���$WV��DGHQTG�+�IQ�KPVQ�VJCV��+�TGCNN[�JCXG
VQ�UVQR�CPF�VCNM�CDQWV�EWTTGPV�NKCDKNKV[���%WTTGPV�NKCDKNKV[�KU�GXGT[YJGTG�KP�VJKU�NCY��
1OPKDWU�$WFIGV�4GEQPEKNKCVKQP�#EV�
1$4#�������ICXG�WU�VJG�EQPEGRV���42#
OWNVKRNKGU�VJCV�VGPHQNF���6JGTG�CTG�C�PWODGT�QH�FKHHGTGPV�EWTTGPV�NKCDKNKV[�OGCUWTGU��
5QOGVKOGU�[QW�EQODKPG�VJGO�YKVJ�CUUGVU�TGFWEGF�D[�VJG�ETGFKV�DCNCPEG��
5QOGVKOGU�CUUGVU�CTG�PQV�TGFWEGF�D[�VJG�ETGFKV�DCNCPEG�

6JG�OCKP�EWTTGPV�NKCDKNKV[�OGCUWTG��VJG�42#�EWTTGPV�NKCDKNKV[��KU�DCUGF�QP�C�PGY
KPVGTGUV�TCVG�TCPIG���6JG�OCZKOWO�KPVGTGUV�TCVG�JCU�DGGP�NQYGTGF��CPF�PQY�VJG
OQTVCNKV[�VCDNG�JCU�DGGP�RTGUETKDGF���7PVKN�VJG�[GCT�������KV U�IQKPI�VQ�DG�VJG�)TQWR
#PPWKV[�/QTVCNKV[�6CDNG�
)#/�����VCDNG���#HVGT�VJCV��VJG�UGETGVCT[�YKNN�RTGUETKDG�C
PGY�VCDNG�DCUGF�QP�KPUWTCPEG�ITQWR�CPPWKV[�TGUGTXGU���2NWU��DGIKPPKPI�KP������
VQ
OCMG�KV�C�NKVVNG�OQTG�EQORNKECVGF���[QW�JCXG�VQ�WUG�C�FKHHGTGPV�VCDNG�HQT�FKUCDNGF
NKXGU�

6CDNG���UJQYU�VJG�OCZKOWO�RGTOKUUKDNG�KPVGTGUV�TCVGU���9G�UVKNN�JCXG�VQ�ECNEWNCVG
QWT�1$4#������EWTTGPV�NKCDKNKV[�HQT�C�EQWRNG�QH�RWTRQUGU���(QT�VJCV��[QW�ECP�UVKNN�WUG
VJG�QNF�KPVGTGUV�TCVG�TCPIG&WR�VQ������QH�VJG�HQWT�[GCT�YGKIJVGF�CXGTCIG�QH����[GCT
6TGCUWTKGU���6JG�PGY�42#�TCVG�RJCUGU�FQYP�VQ������

TABLE 1
MAXIMUM PERMISSIBLE INTEREST RATES

Year Percentage

OBRA 1987 RPA 1994

1995    110%   109%

1996 110 108

1997 110 107

1998 110 106

1999 & Later 110   105

+P�TGHGTGPEG�VQ�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV��+ O�HKTUV�IQKPI�VQ�VCNM�CDQWV�VJG
RNCPU�VJCV�CTG�RQVGPVKCNN[�CHHGEVGF�D[�VJKU�TWNG���+ NN�VJGP�VCNM�CDQWV�JQY�[QW�ECNEWNCVG
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VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV���+ O�CNUQ�IQKPI�VQ�VCNM�CDQWV�VJG�VTCPUKVKQP�TWNGU�
CPF�VJGP�VJG�TGXGPWG�TWNKPIU�VJCV�ECOG�QWV�KP������VJCV�JGNR�WU�VQ�KPVGTRTGV�VJKU�NCY�

#�RNCP�KU�RQVGPVKCNN[�CHHGEVGF�KH�KV�KU�C�UKPING�GORNQ[GT�RNCP�YKVJ�CV�NGCUV����
RCTVKEKRCPVU�
VJCV U�HQT�VJG�GPVKTG�EQPVTQNNGF�ITQWR��CPF�KU�RQQTN[�HWPFGF���7PFGT�VJG
QNF�NCY��RQQTN[�HWPFGF�OGCPV�VJG�HWPFGF�RGTEGPVCIG�YCU�NGUU�VJCP��������7PFGT
VJG�PGY�NCY��VJCV�EQPFKVKQP�JCU�DGGP�TGNCZGF�KP�UQOG�EKTEWOUVCPEGU���;QW TG�RQQTN[
HWPFGF�QPN[�KH�[QW�HCKN�VJG�UQ�ECNNGF�ICVGYC[�VGUV���;QW�RCUU�VJG�ICVGYC[�VGUV�KH�[QWT
ICVGYC[�RGTEGPVCIG�KU�CV�NGCUV������QT�KH�KV U�CV�NGCUV�����CPF�[QW�RCUU�VJG�XQNCVKNKV[
TWNG�

)CVGYC[�RGTEGPVCIG�KU�DCUGF�QP�EWTTGPV�NKCDKNKV[�CV�VJG�OCZKOWO�GPF�QH�VJG�PGY
42#�KPVGTGUV�TCVG�TCPIG�
PQ�FKUETGVKQP�VJGTG��CPF�VJG�TGSWKTGF�OQTVCNKV[�VCDNG��(QT�VJG
RWTRQUG�QH�ECNEWNCVKPI�VJG�HWPFGF�RGTEGPVCIG��[QW�FQ�PQV�TGFWEG�CUUGVU�D[�VJG�ETGFKV
DCNCPEG�

6JG�XQNCVKNKV[�TWNG&HQT�VJQUG�RNCPU�VJCV�CTG�CDQXG�����DWV�NGUU�VJCP����&KU�RCUUGF
KH�[QWT�ICVGYC[�RGTEGPVCIG�YCU�CV�NGCUV�����HQT�CP[�VYQ�EQPUGEWVKXG�[GCTU�QH�VJG
VJTGG�RTKQT�[GCTU���#PQVJGT�YC[�QH�NQQMKPI�CV�KV�KU�VJCV�[QWT�ICVGYC[�RGTEGPVCIG�JCF
VQ�DG�����GZCEVN[�VYQ�[GCTU�CIQ��CPF�GKVJGT�VJG�[GCT�DGHQTG�QT�VJG�[GCT�CHVGT���$WV
[QW�OWUV�JCXG�JCF�VJCV�ETWEKCN�����VYQ�[GCTU�CIQ�

1H�EQWTUG�VJGTG�CTG�URGEKCN�VTCPUKVKQP�TWNGU�HQT��������+V�ECP�DG�CV�NGCUV�����HQT�CP[
VYQ�QH�VJG�VJTGG�[GCTU�HTQO�����%����CNVJQWIJ������IGVU�VJG�DGUV�QH�DQVJ�YQTNFU&�
[QW�IGV�VQ�UCVKUH[�GKVJGT�EQPFKVKQP���5Q�[QW�IGV������QT������������QT�����������
QT�������QT������QT��������$WV�PQV������QT������CPF��������(QT�YJCVGXGT�TGCUQP�
VJQUG�CTG�LWUV�PQ�IQQF�

#PF��QH�EQWTUG��KV�ECP V�DG�VJCV�UKORNG���(QT�VJG�[GCTU�����%���YG�FQP V�CEVWCNN[
NQQM�VQ�UGG�KH�VJG�RNCP U�HWPFGF�RGTEGPVCIG�YCU�������+PUVGCF��[QWT�HWPFGF
RGTEGPVCIG�KU�FGGOGF�VQ�DG�����KH�[QW�RCUU�QPG�QH�VJGUG�VJTGG�EQPFKVKQPU���6JG�HKTUV
EQPFKVKQP�KU�VJCV�[QWT�HWNN�HWPFKPI�NKOKV�KU�\GTQ���6JG�UGEQPF�EQPFKVKQP�KU�VJCV�[QWT
CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�KU�NGUU�VJCP������QH�EWTTGPV�NKCDKNKV[��QT����OKNNKQP�KH
NGUU���6JG�VJKTF�EQPFKVKQP�KU�VJCV�[QWT�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�YQWNF�JCXG
DGGP�\GTQ�KH�[QW�JCF�WUGF�VJG�JKIJGUV�CNNQYCDNG�EWTTGPV�NKCDKNKV[�KPVGTGUV�TCVG�KP�VJCV
[GCT��CPF�[QW�JCF�PQV�TGFWEGF�CUUGVU�D[�VJG�ETGFKV�DCNCPEG�KP�ECNEWNCVKPI�VJG
CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV��

5Q�KV�NQQMU�NKMG�HQT�UQOG�RNCPU�[QW TG�CEVWCNN[�IQKPI�VQ�JCXG�VQ�IQ�DCEM�CPF
TGECNEWNCVG�[QWT�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�HQT�VJQUG�GCTNKGT�[GCTU���+�VJKPM�KP
OQUV�ECUGU��JQRGHWNN[�KP�CNOQUV�CNN�ECUGU��[QW�YQP V�CEVWCNN[�JCXG�VQ�VCMG�VJCV�UVGR��
+�VJKPM�[QW�YKNN�DG�CDNG�VQ�NQQM�CV�[QWT�XCNWCVKQP�TGUWNVU��OCMG�UQOG�TGCUQPCDNG
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CFLWUVOGPVU�VQ�NKCDKNKVKGU��CFLWUV�[QWT�CUUGVU��CPF�TGFQ�VJG�ECNEWNCVKQP�YKVJQWV
CEVWCNN[�JCXKPI�VQ�TGTWP�[QWT�TWPU�

6JG�CFFKVKQPCN�EQPVTKDWVKQP�KVUGNH�KU�VJG�FGHKEKV�TGFWEVKQP�EQPVTKDWVKQP�
&4%��
C
EQPEGRV�HTQO�1$4#��������OKPWU�CNN�HWPFKPI�UVCPFCTF�CEEQWPV�EJCTIGU��RNWU�CNN
(5#�ETGFKVU�
VJCV U�PQTOCN�EQUV�CPF�CP[�COQTVK\CVKQP�EJCTIGU�CPF�ETGFKVU���RNWU�VJG
WPRTGFKEVCDNG�EQPVKPIGPV�GXGPV�COQWPV���+V U�NKOKVGF�VQ�VJG�COQWPV�VJCV�YQWNF�DTKPI
[QW�WR�VQ������HWPFGF�QP�VJG�DCUKU�QH�EWTTGPV�NKCDKNKV[��

6JG�&4%�JCU�C�EQWRNG�QH�PGY�VJKPIU�CFFGF���+V�PQY�JCU�VJG�EWTTGPV�NKCDKNKV[�PQTOCN
EQUV��RNWU�VJG�WPHWPFGF�QNF�NKCDKNKV[�COQWPV��RNWU�VJG�WPHWPFGF�PGY�NKCDKNKV[
COQWPV��RNWU�VJG�WPHWPFGF�OQTVCNKV[�KPETGCUG�COQWPV���6JG�HKTUV�CPF�NCUV�KVGOU�CTG
PGY���6JG�EWTTGPV�NKCDKNKV[�PQTOCN�EQUV�JCU�DGGP�CFFGF��DWV�[QW�IGV�CP�QHHUGV�HQT
[QWT�TGIWNCT����
D��PQTOCN�EQUV�

6JG�WPHWPFGF�QNF�NKCDKNKV[�COQWPV�JCU�DGGP�EJCPIGF�C�NKVVNG�DKV���;QW�UVCTV�QHH�YKVJ
[QWT�1$4#�������WPHWPFGF�QNF�NKCDKNKV[��CPF�VJGP�[QW�CFF�KP�VJG�CFFKVKQPCN
WPHWPFGF�QNF�NKCDKNKV[���6JG�CFFKVKQPCN�WPHWPFGF�QNF�NKCDKNKV[�KU�VJG�GZEGUU��KH�CP[��QH
[QWT�42#������EWTTGPV�NKCDKNKV[�QXGT�VJG�UQ�ECNNGF������CUUWORVKQP�EWTTGPV�NKCDKNKV[�
�
+V�FQGUP V�CEVWCNN[�JCXG�C�PCOG��DWV�+�JCF�VQ�ECNN�KV�UQOGVJKPI��

;QW�ECNEWNCVG�VJG�EWTTGPV�NKCDKNKV[�DCUGF�QP�[QWT������XCNWCVKQP�OQTVCNKV[�CPF�CP
KPVGTGUV�TCVG�VJCV�KU�VJG�UCOG�RNCEG�KP�VJG�RGTOKUUKDNG�TCPIG�PQY�CU�KV�YCU�VJGP���5Q�
HQT�GZCORNG��KH�[QW�WUGF�VJG�OCZKOWO�KPVGTGUV�TCVG�QH�������CV�,CPWCT[����������KP
ECNEWNCVKPI�EWTTGPV�NKCDKNKV[��[QW�YQWNF�WUG������QH�VJG�,CPWCT[����������HQWT�[GCT
YGKIJVGF�CXGTCIG��QT����

6JG�WPHWPFGF�PGY�NKCDKNKV[�COQWPV�JCU�CNUQ�DGGP�EJCPIGF���6JG�HQTOWNC�HQT
ECNEWNCVKPI�VJG�CRRNKECDNG�RGTEGPVCIG&VJCV U�VJG�RGTEGPVCIG�YG�OWNVKRN[�VJG
WPHWPFGF�PGY�NKCDKNKV[�D[�VQ�IGV�VJG�WPHWPFGF�PGY�NKCDKNKV[�COQWPV&JCU�IGPGTCNN[
DGGP�KPETGCUGF���+V�JCU�DGGP�KPETGCUGF�HQT�CP[�RNCP�VJCV�KU�DGVVGT�VJCP�����HWPFGF��
(QT�RNCPU�VJCV�CTG�����HWPFGF�VJG�RGTEGPVCIG�KU�UVKNN�VJG�UCOG�����

9KVJ�VJG�PGY�NCY��VJG�CRRNKECDNG�RGTEGPVCIG�KU�VJG�UCOG�WPVKN�YG�IGV�VQ�C����
HWPFKPI�NGXGN�CPF�VJGP�VJG�QNF�COQWPV�FTQRU�QHH���6JG�PGY�NCY�COQWPV�UVC[U�WR
VJGTG�WPVKN�KV�IGVU�VQ�����DGHQTG�KV�UVCTVU�FTQRRKPI�QHH�

5Q�YG�UGG�VJCV�RNCPU�VJCV�CTG�����HWPFGF�CTG�OQUV�UGXGTGN[�KORCEVGF�D[�VJKU
EJCPIG���6JG�OQTG�RQQTN[�HWPFGF�RNCPU�CPF�VJG�DGVVGT�HWPFGF�RNCPU�CTG�PQV�CHHGEVGF
CU�OWEJ���6JG�PGY�NKPG�GPFU�CV�����DGECWUG�KH�[QW TG�CDQXG�����HWPFGF�VJGTG�KU
PQ�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�
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(QT�VJKU�RWTRQUG�VJG�HWPFGF�EWTTGPV�NKCDKNKV[�RGTEGPVCIG�KU�DCUGF�QP�VJG�42#�����
EWTTGPV�NKCDKNKV[&VJCV U�CP[YJGTG�YKVJKP�VJG�42#�KPVGTGUV�TCVG�TCPIG&CPF�CUUGVU�CTG
TGFWEGF�D[�VJG�ETGFKV�DCNCPEG�

6JG�NCUV�RKGEG�QH�VJG�&4%�KU�VJG�WPHWPFGF�OQTVCNKV[�KPETGCUG�COQWPV���5QOGVKOG�KP
VJG�[GCT������QT�NCVGT�C�PGY�OQTVCNKV[�VCDNG�YKNN�DG�RTGUETKDGF�HQT�ECNEWNCVKPI
EWTTGPV�NKCDKNKV[���9JGP�VJCV�JCRRGPU�VJG�KPETGCUG�KP�EWTTGPV�NKCDKNKV[�FWG�VQ�VJCV
EJCPIG�KU�UGRCTCVGN[�ECTXGF�QWV�CPF�KU�COQTVK\GF�QXGT�VGP�[GCTU��KPUVGCF�QH�DGKPI
VTGCVGF�CU�PGY�NKCDKNKV[�CPF�COQTVK\GF�OQTG�TCRKFN[�

6JG�NCUV�RKGEG�QH�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�KU�VJG�WPRTGFKEVCDNG�EQPVKPIGPV
GXGPV�COQWPV���+V U�DCUKECNN[�VJG�UCOG�VYQ�EQPFKVKQPU�HTQO�VJG�RTKQT�NCY�
VJG�UGXGP�
[GCT�COQTVK\CVKQP�CPF�VJG�QPG�DCUGF�QP�CEVWCN�DGPGHKV�RC[OGPVU��RNWU�C�PGY
EQPFKVKQP���;QW�COQTVK\G�KV�CV�NGCUV�CU�TCRKFN[�CU�[QW�YQWNF�KH�KV�YGTG�VQ�DG�KPENWFGF
KP�WPHWPFGF�PGY�NKCDKNKV[��KPUVGCF�QH�UGRCTCVGN[�ECTXGF�QWV�CPF�VTGCVGF�FKHHGTGPVN[�

42#�CNUQ�CFFGF�C�NKOKV���$CUKECNN[��QPEG�[QW XG�HKPKUJGF�COQTVK\KPI�[QWT
WPRTGFKEVCDNG�EQPVKPIGPV�GXGPV�QT�NKCDKNKV[��[QW�ECP�UVQR�COQTVK\KPI�KV���6JCV
EQPFKVKQP�YCUP V�KP�VJG�QNF�NCY��VJG[�LWUV�PGINGEVGF�VQ�RWV�VJCV�KP���6JKU�EJCPIG
OCMGU�VJKPIU�C�NKVVNG�ENGCTGT���6JG�SWCTVGTN[�EQPVTKDWVKQP�TGSWKTGOGPVU�YGTG�OQFKHKGF
VQ�TGHNGEV�VJGUG�EJCPIGU��

6JG�HQNNQYKPI�GZCORNGU��UJQY�JQY�VJGUG�RCTVU�QH�VJG�ECNEWNCVKQP�YQTM���6JG
JGCFKPI�KP�6CDNG���UC[U��$0Q�1RVKQPCN�4WNG��0Q�6TCPUKVKQP�4WNG�#��+ NN�VCNM�CDQWV
VJQUG�C�NKVVNG�DKV�NCVGT���6JKU�KU�LWUV�VJG�DCUKE�ECNEWNCVKQP�QH�VJG�CFFKVKQPCN�HWPFKPI
TGSWKTGOGPV�

6JG�HKTUV�GZCORNG�KU�C�RNCP�VJCV U�DGKPI�HWPFGF�WUKPI�HCKTN[�CIITGUUKXG�CUUWORVKQPU�QH
C����KPVGTGUV�TCVG�CPF�)#/����OQTVCNKV[���6CDNG���UJQYU�VJG�HQWT�FKHHGTGPV�EWTTGPV
NKCDKNKV[�OGCUWTGU�VJCV�YG�PGGF�VQ�ECNEWNCVG���9G XG�IQV�VJG�1$4#������EWTTGPV
NKCDKNKV[��YJKEJ�KU�DCUGF�QP�XCNWCVKQP�OQTVCNKV[�
KP�VJKU�ECUG�)#/������

*GTG�YG TG�WUKPI�VJG�JKIJGUV�CNNQYCDNG�KPVGTGUV�TCVG&�����QH�VJG�HQWT�[GCT�CXGTCIG�
YJKEJ�KU����CV�,CPWCT[�����������6JG�ICVGYC[�EWTTGPV�NKCDKNKV[��QH�EQWTUG��JCU�VQ�DG
CV�)#/����CPF�VJG�VQR�42#�TCVG��YJKEJ�KU�������CV�,CPWCT[�����������(QT�VJG�42#
�����EWTTGPV�NKCDKNKV[�YG TG�IQKPI�VQ�WUG�VJG�UCOG�CUUWORVKQPU���6JG�HQWTVJ�OGCUWTG
KU�QWT������CUUWORVKQP�EWTTGPV�NKCDKNKV[���(QT�VJKU�GZCORNG��CUUWOG�VJCV�KP������YG
WUGF�������KPVGTGUV�KP�ECNEWNCVKPI�VJG�EWTTGPV�NKCDKNKV[�KP�������UQ�PQY�YG�JCXG�VQ
WUG����

                    
* �6CDNGU �ä�� CTG VJG GZCORNG UEGPCTKQU CPF CTG PQV CXCKNCDNG QPNKPG� 2NGCUG EQPVCEV .KPFC $NCVEJHQTF CV

NDNCVEJHQTF"UQC�QTI QT ECNN ������������ HQT C JCTF EQR[�
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1WT�HQWT�OGCUWTGU�KP�VJKU�GZCORNG�EQNNCRUG�VQ�LWUV�VYQ�OGCUWTGU���6JG�TGUV�QH�VJG
VCDNG�UJQYU�UQOG�CFFKVKQPCN�KPRWV�KVGOU�VJCV�CTG�WUGF�KP�ECNEWNCVKPI�VJG�OKPKOWO
HWPFKPI�TGSWKTGOGPV���+ NN�ECNEWNCVG�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�CPF�VJGP
UJQY�VJG�GHHGEV�QP�VJG�VQVCN�OKPKOWO�EQPVTKDWVKQP��

6JG�HKTUV�RCTV�QH�6CDNG���KU�VJG�ICVGYC[�VGUV��9G�NQQM�CV�QWT�CEVWCTKCN�XCNWG�QH�CUUGVU�
6JGTG�KU�PQ�TGFWEVKQP�HQT�VJG�ETGFKV�DCNCPEG��KP�VJKU�ECUG�VJG�ETGFKV�DCNCPEG�KU�\GTQ
CP[YC[���9G�HKPF�VJCV�VJG�RNCP�KU�����HWPFGF�HQT�RWTRQUGU�QH�VJKU�VGUV��UQ�KV�HCKNU�VJG
ICVGYC[�VGUV���9G�FQP V�IGV�VQ�RGTHQTO�VJG�XQNCVKNKV[�VGUV��UQ�KV�OQXGU�TKIJV�KPVQ�VJG
CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�

;QW NN�PQVKEG�VJCV�KP�6CDNG���+ O�UVCTVKPI�CICKP�YKVJ�#��$��CPF�%�VJCV�+�WUGF�KP�6CDNG
����6JKU�KU�PQV�VJG�UCOG�#��$��CPF�%���+�IWGUU�+�OWUV�JCXG�DGGP�EQPEGTPGF�CDQWV
TWPPKPI�QWV�QH�NGVVGTU���#P[VJKPI�VJCV�HQNNQYU�KU�IQKPI�VQ�DG�DCUGF�QP�VJG�UGEQPF�#�
$��CPF�%���6JG�ICVGYC[�VGUV�KU�MKPF�QH�CP�GPF�KP�CPF�QH�KVUGNH���0QPG�QH�VJG
UWDUGSWGPV�ECNEWNCVKQPU�YKNN�OCMG�WUG�QH�VJG�ICVGYC[�VGUV�TGUWNVU�

+P�6CDNG����VJG�RNCP�WPFGT�VJG�42#�DCUKU�
CPF�+ O�UJQYKPI�VJG�1$4#�DCUKU�UKFG�D[
UKFG�HQT�EQORCTKUQP��JCU�C�JKIJGT�WPHWPFGF�EWTTGPV�NKCDKNKV[���9G�IQ�VQ�ECNEWNCVG�QWT
WPHWPFGF�QNF�NKCDKNKV[�
HQT�VJKU�GZCORNG�+ O�CUUWOKPI�VJG�RNCP�JCF�PQ�WPHWPFGF�QNF
NKCDKNKV[�RTKQT�VQ�42#��UQ�YG�NQQM�PQY�CV�VJG�GZEGUU�QH�QWT�42#�EWTTGPV�NKCDKNKV[�QXGT
QWT������CUUWORVKQP�EWTTGPV�NKCDKNKV[���6JCV�GZEGUU�KU�QWT�QNF�NKCDKNKV[��YJKEJ�YG
COQTVK\G�QXGT����[GCTU�

6JG�TGOCKPKPI�WPHWPFGF�EWTTGPV�NKCDKNKV[�KU�QWT�PGY�NKCDKNKV[���+P�VJKU�GZCORNG�YG
UGG�VJCV�VJG�QNF�NCY�CPF�VJG�PGY�NCY�CPF�PGY�NKCDKNKVKGU�CTG�VJG�UCOG���6JG�TGCUQP
HQT�VJKU�KU�VJCV�YG�WUGF�VJG�UCOG�CUUWORVKQPU�KP�ECNEWNCVKPI�QWT�1$4#�EWTTGPV
NKCDKNKV[�VJCV�YG�FKF�KP�ECNEWNCVKPI�QWT������CUUWORVKQP�EWTTGPV�NKCDKNKV[��CPF�CP[
GZEGUU�QXGT�VJG������CUUWORVKQP�EWTTGPV�NKCDKNKV[�IGVU�CFFGF�KPVQ�VJG�QNF�NKCDKNKV[��
6JCV U�PQV�CNYC[U�IQKPI�VQ�JCRRGP��DWV�KP�VJKU�GZCORNG�KV�JCU�

1WT�WPHWPFGF�PGY�NKCDKNKV[�COQWPV�WPFGT�VJG�PGY�NCY�KU�JKIJGT�VJCP�WPFGT�VJG�QNF
NCY�DGECWUG�QWT�CRRNKECDNG�RGTEGPVCIG�JCU�KPETGCUGF���+P�6CDNG���YG�CFF�KP�VJG
EWTTGPV�NKCDKNKV[�PQTOCN�EQUV�KP�ECNEWNCVKPI�VJG�&4%��UQ�QWT�&4%�KU�OWEJ�JKIJGT
WPFGT�VJG�PGY�NCY���$WV�YG�CNUQ�IGV�C�OWEJ�DKIIGT�QHHUGV�DGECWUG�YG�QHHUGV�PQV�QPN[
HQT�QWT�RNCP�COGPFOGPV�CPF�RNCP�KPEGRVKQP�DCUGU��DWV�YG�CNUQ�QHHUGV�HQT�CP[�QVJGT
COQTVK\CVKQP�DCUGU�RNWU�QWT����
D��PQTOCN�EQUV���9JGP�YG�FQ�VJCV�QHHUGV�YG�HKPF
VJGTG�KU�UVKNN�C�FKHHGTGPEG��DWV�KV U�PQV�SWKVG�CU�UWDUVCPVKCN���+P�6CDNG����D[�CFFKPI�VJG
CFFKVKQPCN�HWPFKPI�EJCTIG�DCEM�VQ�QWT�TGIWNCT����
D��EJCTIGU��YG�IGV�QWT�OKPKOWO
HWPFKPI�TGSWKTGOGPV�HQT�VJG�[GCT�YJKEJ��WPFGT�VJG�PGY�NCY��JCU�IQPG�WR��
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+P�6CDNG���YG NN�NQQM�CV�VJCV�UCOG�RNCP�YKVJ�C�HGY�EJCPIGU���.GV U�UC[�VJCV�VJG�CEVWCT[
FGEKFGF�QP�,CPWCT[���������VQ�EJCPIG�CUUWORVKQPU��VQ�WUG�UQOGVJKPI�UNKIJVN[�NGUU
CIITGUUKXG���(QT�OQTVCNKV[�YG TG�IQKPI�VQ�WUG�)#/����CPF�HQT�KPVGTGUV�YG TG�IQKPI�VQ
WUG������1WT�1$4#������EWTTGPV�NKCDKNKV[�JCU�EJCPIGF&KV�JCU�KPETGCUGF�FWG�VQ�VJG
PGY�OQTVCNKV[�VCDNG���#NN�VJG�QVJGT�EWTTGPV�NKCDKNKV[�OGCUWTGU�UVC[�VJG�UCOG��CPF�QWT
���
D��COQTVK\CVKQP�EJCTIGU�CPF�VJG�PQTOCN�EQUVU�JCXG�IQPG�WR�

+P�6CDNG����VJG�ICVGYC[�VGUV�KU�UVKNN�VJG�UCOG&VJG�RNCP�UVKNN�HCKNU���+P�6CDNG����YJGP
YG�IQ�VQ�ECNEWNCVG�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV��YG�HKPF�VJCV�WPFGT�VJG�QNF
NCY�VJG�RNCP�KU�NGUU�YGNN�HWPFGF�CPF�JCU�C�JKIJGT�WPHWPFGF�EWTTGPV�NKCDKNKV[���1WT
WPHWPFGF�QNF�NKCDKNKV[�KU�UVKNN�VJG�UCOG�DGECWUG�VJG�42#�CPF������EWTTGPV�NKCDKNKVKGU
FKFP V�EJCPIG���#U�C�OCVVGT�QH�HCEV��VJCV�GPVKTG�42#�EQNWOP�WR�VQ�VJKU�RQKPV�KU�VJG
UCOG���+P�VJG�1$4#�EQNWOP�YG�UGG�VJCV�VJG�WPHWPFGF�PGY�NKCDKNKV[��CPF�VJGTGHQTG
VJG�WPHWPFGF�PGY�NKCDKNKV[�COQWPV��JCU�KPETGCUGF��

+P�6CDNG�����VJGTGHQTG��VJG�&4%�KP�VJCV�EQNWOP�JCU�KPETGCUGF���6JG�42#�COQWPV�KU
UVKNN�VJG�UCOG���(QT�42#�RWTRQUGU�YG�PQY�JCXG�C�OWEJ�DKIIGT�QHHUGV���9G�ECP�QHHUGV
HQT�VJG�JKIJGT�PQTOCN�EQUV�RNWU�VJG�CFFKVKQPCN�COQTVK\CVKQP�EJCTIGU���6JQUG
CFFKVKQPCN�QHHUGVU�CTG�PQV�TGHNGEVGF�WPFGT�VJG�QNF�NCY���+P�HCEV��KP�6CDNG�����VJG
CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�KU�OWEJ�NQYGT�WPFGT�VJG�PGY�NCY�HQT�VJKU�RNCP�VJCP
WPFGT�VJG�QNF�NCY���6JGTGHQTG��QWT�HKPCN�EQPVTKDWVKQP�KU�OWEJ�NQYGT��

6JKU�KU�C�IQQF�GZCORNG�QH�VJG�1$4#������FQWDNG�EQWPVKPI�RTQDNGO���9G�EJCPIGF
VJG�OQTVCNKV[�VCDNG�CPF�VJCV�KPETGCUGF�QWT�1$4#�EWTTGPV�NKCDKNKV[���+V�CNUQ�KPETGCUGF
QWT����
D��COQTVK\CVKQP�DCUGU��UQ�YG TG�RC[KPI�HQT�KV�VYKEG���6JGTG U�PQ�EQQTFKPCVKQP
DGVYGGP�VJG�NCYU���42#�NCTIGN[�HKZGF�VJCV�RTQDNGO���+P�C�UGPUG�YG�PQY�VCMG�QWT
&4%�CPF�QWT�TGIWNCT����
D��ECNEWNCVKQP��CPF�VJG�EQPVTKDWVKQP�KU�VJG�JKIJGT�QH�VJG
VYQ����

6JCV�YQWNF�DG�VTWG�GZEGRV�HQT�VJG�VTCPUKVKQP�TWNGU�VJCV�YG�JCXG���6JGTG�CTG�VYQ�OCKP
TWNGU�VJCV�+ O�IQKPI�VQ�FKUEWUU���VJG�QRVKQPCN�TWNG�CPF�VJG�VTCPUKVKQP�TWNG��YJKEJ�KU�
CNUQ�MPQYP�CU�VJG�RJCUG�KP�TWNG�6JG�QRVKQPCN�TWNG�KU�C�QPG�VKOG�GNGEVKQP�VQ�VTGCV�VJG
GPVKTG�,CPWCT[���������WPHWPFGF�EWTTGPV�NKCDKNKV[�CU�QNF�NKCDKNKV[�CPF�COQTVK\G�KV�QXGT
���[GCTU���+V�UQWPFU�NKMG�C�ITGCV�VJKPI���6JGTG U�QPN[�QPG�ECVEJ&KH�[QW�OCMG�VJKU
GNGEVKQP��[QW�JCXG�VQ�EQPVKPWG�ECNEWNCVKPI�[QWT�QNF�NCY�CFFKVKQPCN�HWPFKPI
TGSWKTGOGPV���;QWT�PGY�NCY�CFFKVKQPCN�HWPFKPI�EJCTIG�ECP�PGXGT�DG�NGUU�VJCP�VJCV
COQWPV�VJTQWIJ�VJG�[GCT��������#U�YG�LWUV�UCY�KP�VJG�NCUV�GZCORNG��VJCV�EQWNF�DG
DCF�HQT�C�RNCP�VJCV�KU�FQWDNG�EQWPVKPI�WPFGT�VJG�QNF�NCY�

6JKU�VJKTF�GZCORNG�KU�VJG�UCOG�CU�VJG�HKTUV�GZCORNG��DWV�PQY�YG�VCMG�CFXCPVCIG�QH
VJG�QRVKQPCN�TWNG�LWUV�VQ�UGG�JQY�VJKPIU�EJCPIG��6CDNGU����CPF����CTG�VJG�UCOG�CU
6CDNGU���CPF�����+V U�PQV�WPVKN�YG�IGV�VQ�6CDNG�����YJGP�YG�ECNEWNCVG�VJG�WPHWPFGF
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QNF�NKCDKNKV[�COQWPV��VJCV�CP[VJKPI�EJCPIGU���+P�VJKU�ECUG��QWT�WPHWPFGF�QNF�NKCDKNKV[
KU�VJG�GPVKTG�WPHWPFGF�EWTTGPV�NKCDKNKV[���6JGTGHQTG��YG�JCXG�PQVJKPI�NGHV�QXGT�HQT
PGY�NKCDKNKV[���+P�6CDNG�����YG�HKPF�QWT�&4%�JCU�IQPG�FQYP���6CDNG����UJQYU�VJCV
YJGP�YG�CRRN[�QWT����
D��QHHUGVU��QWT�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�KU�CEVWCNN[
NQYGT�VJCP�KV�YCU�WPFGT�VJG�QNF�NCY���6JCV�ECPPQV�DG��DGECWUG�KH�[QW�OCMG�VJKU
GNGEVKQP��[QW�JCXG�VQ�WUG�[QWT�QNF�NCY�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�CU�C
OKPKOWO���5Q�KP�VJKU�ECUG�YG�YKPF�WR�YKVJ�VJG�UCOG�CFFKVKQPCN�HWPFKPI
TGSWKTGOGPV�CPF��VJGTGHQTG��VJG�UCOG�OKPKOWO�EQPVTKDWVKQP�

6JCV U�CP�GZCORNG�YJGTG�VJG�QRVKQPCN�TWNG�KU�IQKPI�VQ�JGNR�QWV���+ O�PQV�IQKPI�VQ�IQ
VJTQWIJ�VJG�UGEQPF�GZCORNG��DWV�YG�UCY�KP�VJCV�GZCORNG�VJCV�VJG�QNF�NCY�CFFKVKQPCN
HWPFKPI�TGSWKTGOGPV�YCU�JKIJGT�VJCP�VJG�PGY�NCY�TGSWKTGOGPV���5Q�KH�YG�CEVWCNN[
OCFG�VJKU�GNGEVKQP�VQ�WUG�VJG�QRVKQPU�TWNG��YG�YQWNF�CEVWCNN[�KPETGCUG�QWT
CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�

6JG�VTCPUKVKQP�TWNG��WPNKMG�VJG�QRVKQPCN�TWNG��KU�C�[GCT�D[�[GCT�GNGEVKQP���;QW�ECP
FGEKFG�GCEJ�[GCT�YJGVJGT�QT�PQV�[QW�YCPV�VQ�CRRN[�KV���6JG�VTCPUKVKQP�TWNG�NKOKVU
[QWT�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�VQ�VJG�ITGCVGT�QH�VJG�COQWPV�TGSWKTGF�VQ�TGCEJ
VJG�UQ�ECNNGF�#VCTIGV�RGTEGPVCIG#�QT�VJG�1$4#������COQWPV���6JGTG U�PQ�FQYPUKFG
VQ�OCMKPI�VJKU�GNGEVKQP���+V U�LWUV�C�RQVGPVKCN�ECR�QP�[QWT�CFFKVKQPCN�HWPFKPI
TGSWKTGOGPV���+H�VJG�ECR�JCRRGPU�VQ�DG�JKIJGT�VJCP�VJG�CFFKVKQPCN�HWPFKPI
TGSWKTGOGPV��VJGP�[QW�UKORN[�JCXG�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV���+H�KV U�NQYGT�
VJGP�KV�DTKPIU�KV�FQYP��

6JKU�TWNG�YCU�FGUKIPGF�NCTIGN[�VQ�FGNC[�VJG�KORCEV�QH�42#�DG[QPF�VJG�[GCT�������
6JKU�JCRRGPGF�DGECWUG�42#�IQV�UVWEM�QPVQ�)#66�DGECWUG�KV U�C�TGXGPWG�TCKUGT���+V U
C�TGXGPWG�TCKUGT�NCTIGN[�DGECWUG�QH�VJG�KPETGCUG�KP�2$)%�RTGOKWOU�CPF�C�EQWRNG�QH
QVJGT�RTQXKUKQPU���#EEGNGTCVKPI�OKPKOWO�HWPFKPI�TGSWKTGOGPVU�FQGU�PQV�TCKUG
TGXGPWG��KP�HCEV��KV�NQUGU�TGXGPWG�DGECWUG�KV�CEEGNGTCVGU�VCZ�FGFWEVKQPU���5Q�VJG[�JCF
VQ�EQOG�WR�YKVJ�C�YC[�QH�FGNC[KPI�VJG�GHHGEV�QH�VJG�HWPFKPI�TWNGU�UQ�VJCV�VJG�GHHGEV
YQWNF�DG�DG[QPF�VJG�RGTKQF�VJCV�%QPITGUU�NQQMU�KP�TCVKPI�C�DKNN�HQT�KVU�DWFIGV�GHHGEV�
�6JCV U�JQY�VJG[�ECOG�WR�YKVJ�VJG�VTCPUKVKQP�TWNG�

6JG�VCTIGV�RGTEGPVCIG�KU�FGHKPGF�KP�VJG�NCY�WUKPI�UQOG�XGT[�FKHHKEWNV�VQ�FGEKRJGT
NCPIWCIG�DWV��KH�[QW�WPTCXGN�KV��KV U�C�HCKTN[�UVTCKIJVHQTYCTF�EQPEGRV���;QW�UVCTV�QWV
YKVJ�[QWT�RTKQT�[GCT U�VCTIGV�RGTEGPVCIG�CPF�[QW�CFF�CP�CPPWCN�KPETGCUG���+H�[QWT
VCTIGV�RGTEGPVCIG�YCU�NGUU�VJCP������VJG�COQWPV�[QW�CFF�KU������+H�KV U�OQTG�VJCP
�����[QW�CFF������+P�DGVYGGP��[QW�CFF�C�RTQ�TCVC�COQWPV���6JGTG U�CP�CFFKVKQPCN
���CPF����CFFGF�KP�VJG�[GCTU������CPF��������6JKU�UVCTVU�QHH�CV�VJG�KPKVKCN�����
HWPFGF�EWTTGPV�NKCDKNKV[�RGTEGPVCIG��YJKEJ�CICKP�KU�DCUGF�QP�VJG�42#������EWTTGPV
NKCDKNKV[�CPF�CUUGVU�TGFWEGF�D[�VJG�ETGFKV�DCNCPEG�
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6CDNG����UJQYU�JQY�VJCV�RTQITGUUKQP�YQWNF�YQTM�HQT�C�RNCP�VJCV�DGIKPU����
HWPFGF���(QT�VJG�HKTUV�VYQ�[GCTU�[QW�CFF����DGECWUG�VJG�UVCTVKPI�RQKPV�KU�WPFGT�����
6JGP�VJCV�RGTEGPVCIG�UNQYN[�RJCUGU�FQYP�WPVKN�[QW�IGV�VQ�VJG�[GCT�������YJGP�[QW
CFF�CP�CFFKVKQPCN������+P�VJG�[GCT�������[QW�CFF�CP�CFFKVKQPCN������#HVGT������VJKU
TWNG�KU�PQ�NQPIGT�CXCKNCDNG��

TABLE 17
1995 INITIAL FUNDED CURRENT LIABILITY PERCENTAGE:  71.00%

Year
Prior Year Target

Percentage Increase
Target

Percentage

1995
1996
1997
1998
1999
2000
2001

           71.00%
74.00
77.00
79.80
82.32
84.59
87.63

  3.00%
3.00
2.80
2.52
2.27
3.04
4.00

   74.00%
77.00
79.80
82.32
84.59
87.63
91.63

$GHQTG�+�IQ�KPVQ�CP�GZCORNG�QH�JQY�VJKU�YQTMU��+ O�IQKPI�VQ�VCNM�CDQWV�VJG�4GXGPWG
4WNKPIU�VJCV�YGTG�KUUWGF�VJKU�[GCT���6JG�NCUV�QPG��4GXGPWG�4WNKPI��������CEVWCNN[
VGNNU�WU�JQY�VQ�FQ�VJG�VTCPUKVKQP�TWNG�ECNEWNCVKQP�

4GXGPWG�4WNKPI������JCF�VQ�FQ�YKVJ�FKUCDNGF�OQTVCNKV[���(QT�������[QW�EQWNF
ECNEWNCVG�[QWT�42#�EWTTGPV�NKCDKNKV[�DCUGF�QP�[QWT�XCNWCVKQP�CUUWORVKQP�HQT�FKUCDNGF
RCTVKEKRCPVU���$GIKPPKPI�KP������[QW�ECP V�FQ�VJCV�CP[OQTG���+�IWGUU�VJG[�YGTG
EQPEGTPGF�VJCV�[QW�YQWNF�UQOGJQY�EQORGPUCVG�HQT�VJG�42#�EJCPIGU�D[�WUKPI�C
TGCNN[�FTCUVKE�FKUCDNGF�OQTVCNKV[�CUUWORVKQP��UQ�VJG[ XG�EQOG�QWV�YKVJ�VCDNGU�VJCV
[QW�JCXG�VQ�WUG���6JGTG�CTG�VYQ�FKHHGTGPV�UGVU�QH�VCDNGU���QPG�HQT�RGQRNG�FKUCDNGF
DGHQTG������CPF�CPQVJGT�HQT�RGQRNG�FKUCDNGF�CHVGT��������+H�[QW TG�FKUCDNGF�CHVGT
������[QW�JCXG�VQ�OGGV�VJG�5QEKCN�5GEWTKV[�FKUCDKNKV[�ETKVGTKC��YJKEJ�OCMGU�KV�XGT[
EQORNKECVGF�HTQO�C�FCVC�RQKPV�QH�XKGY�CPF�HTQO�C�RTQITCOOKPI�RQKPV�QH�XKGY�

#PQVJGT�QRVKQP�HQT�CNN�RWTRQUGU�YJGP�[QW TG�ECNEWNCVKPI�[QWT�42#�EWTTGPV�NKCDKNKV[�KU
VQ�WUG�VJG�JGCNVJ[�)#/����VCDNGU���+P�QTFGT�VQ�WUG�VJGUG�FKUCDNGF�VCDNGU���VJG
RCTVKEKRCPV�OWUV�DG�GNKIKDNG�HQT�UQOG�MKPF�QH�CP�GPJCPEGF�DGPGHKV�WPFGT�VJG�RNCP
FWG�VQ�VJGKT�FKUCDKNKV[�

6JKU�IKXGU�WU�C�PWODGT�QH�EJQKEGU���5JQWNF�YG�WUG�VJG�42#�VCDNGU�LWUV�HQT
ECNEWNCVKPI�QWT�42#�EWTTGPV�NKCDKNKV[�CPF�FQ�GXGT[VJKPI�GNUG�VJG�YC[�YG�JCF�DGGP
FQKPI�KV�HQT�XCNWCVKQP�RWTRQUGU!��1T�FQ�YG�YCPV�VQ�CFQRV�VJG�42#�VCDNGU�HQT�CNN
RWTRQUGU�LWUV�VQ�DG�EQPUKUVGPV!��1T�VQ�OCMG�KV�UKORNG��FQ�YG�YCPV�VQ�WUG�)#/���!
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6JG�SWGUVKQP�VJCV�[QW�JCXG�VQ�CUM�KU&KU�KV�YQTVJ�VJG�EQUV!��(QT�RNCPU�VJCV�CTG�PQV
CHHGEVGF�D[�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV��[QW�RTQDCDN[�LWUV�YCPV�VQ�FQ
YJCVGXGT�KU�UKORNGUV���(QT�RNCPU�VJCV�FQ�JCXG�C�UWDUVCPVKCN�NKCDKNKV[�HQT�FKUCDNGF
RCTVKEKRCPVU��[QW�OC[�YCPV�VQ�WUG�VJG������VCDNGU���6JKU�TGXGPWG�TWNKPI�FKFP V�EQXGT
YJCV�[QW�FQ�HQT�HWVWTG�CUUWOGF�FKUCDNGF�RCTVKEKRCPVU���$CUGF�QP�KPHQTOCN
EQPXGTUCVKQPU�YKVJ�+45�TGRTGUGPVCVKXGU��YG�VJKPM�VJCV�KV U�CRRTQRTKCVG�VQ�EQPVKPWG�VQ
CUUWOG�CP�KPEKFGPEG�QH�FKUCDKNKV[�CPF�VQ�CRRN[�VJGUG�FKUCDNGF�VCDNGU�VQ�HWVWTG
FKUCDNGF�RCTVKEKRCPVU��CU�NQPI�CU�[QWT�KPEKFGPEG�QH�FKUCDKNKV[�KU�EQPUKUVGPV�YKVJ
KPEKFGPEG�QH�5QEKCN�5GEWTKV[�FKUCDKNKV[�

6CDNGU����CPF����KNNWUVTCVG�VJG�FKHHGTGPV�CPPWKV[�HCEVQTU�WUKPI�GCEJ�QH�VJGUG�OQTVCNKV[
VCDNGU���$TKGHN[��KP�6CDNG����[QW�ECP�UGG�VJCV�VJGTG�KU�C�UWDUVCPVKCN�FTQR�QHH�KH�[QW
NQQM�CV�UKPING�NKHG�CPPWKV[�RTGOKWOU��RCTVKEWNCTN[�VJG�FGHGTTGF�RTGOKWOU�KH�[QW�JCXG
C�FGHGTTGF�FKUCDKNKV[�DGPGHKV���$WV�[QW�YQWNFP V�LWUV�DG�NQQMKPI�CV�UKPING�NKHG�CPPWKV[
RTGOKWOU���+H�YG�KPETGCUG�QWT�FKUCDNGF�OQTVCNKV[��YG TG�CNUQ�IQKPI�VQ�KPETGCUG�QWT
FGCVJ�DGPGHKV���6CDNG����UJQYU�����LQKPV�UWTXKXQT�CPPWKV[�RTGOKWOU���9G�UGG�VJCV
VJGTG�KU�UVKNN�UQOG�FTQR�QHH��DWV�KV U�PQV�SWKVG�CU�UWDUVCPVKCN���;QW XG�IQV�VQ�YGKIJ�CNN
QH�VJKU�CPF�FGEKFG�YJGVJGT�KV�KU�YQTVJ�VJG�VTQWDNG�

TABLE 18
COMPARISON OF SINGLE LIFE ANNUITY PREMIUMS AT 7.5% INTEREST

MORTALITY 96-7 TABLES

Annuitant
Age

Payment
Age

GAM 83
(1)

Pre-  95
(2)

Post-   94
(3) (2)/(1) (3)/(1)

Male 50
50
65

50
65
65

11.55

2.68

8.94

9.27

1.50

7.29

7.75

0.95

6.59

80.26%
55.97%
81.54%

67.10%
35.45%
73.71%

Female 50
50
65

50
65
65

12.32

3.28

10.22

10.36
2.15
8.72

9.13

1.51

7.62

84.09%
65.55%
85.32%

74.11%
46.04%
74.56%
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TABLE 19
COMPARISON OF 50% J&S ANNUITY PREMIUMS AT 7.5% INTEREST

BOTH ANNUITANTS SAME AGE
HEALTH MORTALITY FOR SECOND ANNUITANT

MORTALITY  96-7 TABLES

Primary
Annuitant

Annuitant
Age

Payment
50

GAM 83
(1)

Pre- 95
(2)

Post !94
(3) (2)/(1) (3)/(1)

Male 50
50
65

50
65
65

12.20
3.18

10.03

10.95
2.49
9.06

10.14
2.17
8.66

89.75%
78.30%
90.33%

83.11%
68.24%
86.34%

Female 50
50
65

50
65
65

12.59
3.48

10.68

11.38
 2.72
9.65

10.65
2.29
8.90

90.39%
78.16%
90.36%

84.59%
65.80%
83.33%

4GXGPWG�4WNKPI�������JCU�VQ�FQ�YKVJ�&4%�COQTVK\CVKQP�DCUGU��KP�RCTVKEWNCT��VJG
WPHWPFGF�QNF�NKCDKNKV[���6JGTG�CTG�CNUQ�C�HGY�QVJGTU��UWEJ�CU�VJG�WPHWPFGF�OQTVCNKV[
KPETGCUG�COQWPV���$CUKECNN[�KV�VGNNU�WU�YJGP�VQ�IGV�TKF�QH�VJQUG�DCUGU�QT�YJGVJGT�YG
PGGF�VQ�UGV�QPG�WR���+H����
N��FQGUP V�CRRN[�DGECWUG�VJG�RNCP�KU�C�OWNVK�GORNQ[GT
RNCP��QT�KV�JCU�����QT�HGYGT�RCTVKEKRCPVU�KP�VJG�EQPVTQNNGF�ITQWR��QT�VJG�ICVGYC[
RGTEGPVCIG�KU�CV�NGCUV������VJGP�[QW�FQP V�UGV�WR�CP[�QNF�NKCDKNKV[�CPF�[QW�IGV�TKF�QH
CP[�GZKUVKPI�NKCDKNKV[���+H�VJG�RNCP�RCUUGU�VJG�ICVGYC[�VGUV�YKVJ�C�RGTEGPVCIG�QH�WPFGT
����
DGECWUG�VJG[�RCUU�VJG�XQNCVKNKV[�TWNG���[QW�FQ�PQV�IGV�TKF�QH�[QWT�WPHWPFGF�QNF
NKCDKNKV[���;QW�MGGR�KV�CPF�WUG�KV�KP�HWVWTG�[GCTU�KH�[QW�CICKP�JCXG�VQ�ECNEWNCVG
CFFKVKQPCN�HWPFKPI�EJCTIGU�

4GXGPWG�4WNKPI�������FGCNU�YKVJ�VJG�EQQTFKPCVKQP�QH�KPVGTGUV�TCVG�CUUWORVKQP
DGVYGGP�1$4#�CPF�42#���+V�CNUQ�GZRNCKPU�JQY�VJG�VTCPUKVKQP�TWNG�YQTMU���6JG�1$4#
CPF�42#�TCVGU�JCXG�VQ�DG�VJG�UCOG�TCVG�YJGTG�RQUUKDNG���+H�[QWT�1$4#�TCVG�KU�NGUU
VJCP�VJG�OCZKOWO�42#�TCVG��VJGP�VJG�42#�TCVG�JCU�VQ�DG�VJG�UCOG���+H�[QWT�1$4#
TCVG�KU�JKIJGT�VJCP�VJG�OCZKOWO�TCVG��VJGP�[QWT�42#�TCVG�JCU�VQ�DG�GSWCN�VQ�VJCV
OCZKOWO�

6JG�VTCPUKVKQP�TWNG�KU�PQV�CXCKNCDNG�KH����
N��FKF�PQV�CRRN[�KP������HQT�VJQUG�UCOG
VJTGG�EQPFKVKQPU�VJCV�+�OGPVKQPGF�HQT�IGVVKPI�TKF�QH�[QWT�&4%�COQTVK\CVKQP�DCUGU

VJG�RNCP�KU�C�OWNVK�GORNQ[GT�RNCP��JCU�����QT�HGYGT�RCTVKEKRCPVU��QT�VJG�ICVGYC[
RGTEGPVCIG�KU�CV�NGCUV��������+H�[QWT�ICVGYC[�RGTEGPVCIG�KP������YCU�QPN[�����
VJGP�IQGU�WR�VQ��UC[�����KP�������CPF�VJGP�FTQRU�DCEM�FQYP�DGNQY�����KP������
[QW�ECP�UVKNN�WUG�VJG�VTCPUKVKQP�TWNG�KP�������

.GV U�FKUEWUU�UQOG�FGVCKN�QH�VJG�VTCPUKVKQP�TWNG���6JG�VCTIGV�COQWPV�
VJG�ECR�QP�[QWT
CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV��KU�VJG�CFLWUVGF�RTQLGEVGF�[GCT�GPF�EWTTGPV�NKCDKNKV[
OWNVKRNKGF�D[�VJG�VCTIGV�RGTEGPVCIG��OKPWU�VJG�CFLWUVGF�RTQLGEVGF�[GCT�GPF�CUUGVU��
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+V U�VJG�COQWPV�VJCV�IGVU�[QW�WR�VQ�VJCV�VCTIGV�RGTEGPVCIG�QP�C�RTQLGEVGF�[GCT�GPF
DCUKU�

(QT�VJKU�RWTRQUG��EWTTGPV�NKCDKNKV[�KU�RTQLGEVGF�WUKPI�PQTOCN�EQUVU�CPF�GZRGEVGF
DGPGHKV�RC[OGPVU�CV�VJG�EWTTGPV�NKCDKNKV[�KPVGTGUV�TCVG���#UUGVU�CTG�RTQLGEVGF�CPF
TGFWEGF�D[�VJG�ETGFKV�DCNCPEG��KPETGCUGF�D[�VJG�COQWPV�VJCV�[QW�YQWNF�EQPVTKDWVG
CP[YC[�WPFGT�VJG����
D��TWNGU��CPF�TGFWEGF�HQT�GZRGEVGF�DGPGHKV�RC[OGPVU
KPETGCUGF�CV�VJG�XCNWCVKQP�TCVG�

.GV U�IQ�DCEM�VQ�VJG�GZCORNGU��PQY���6CDNGU���%���UJQY�VJG�HKTUV�GZCORNG�CICKP��

.GV U�UGG�YJCV�JCRRGPU�KH�YG�GNGEV�VJG�VTCPUKVKQP�TWNG�CPF�PQV�VJG�QRVKQPCN�TWNG��

6JG�HKTUV�HGY�VCDNGU�QH�VJKU�GZCORNG�CTG�VJG�UCOG���+V U�CEVWCNN[�PQV�WPVKN�YG�IGV�VQ
6CDNG����YJGTG�CP[VJKPI�EJCPIGU���0QY�YG�UGG�YJ[�GXGT[VJKPI�JCF�DGGP
UETWPEJGF�WR�VQ�VJG�VQR�QH�VJG�VCDNG���6JGTG�YCU�C�JKFFGP�RCTV�QH��VJKU�VCDNG�VJCV
UJQYU�JQY�[QW�ECNEWNCVG�VJG�VTCPUKVKQP�TWNG�

1WT�VCTIGV�RGTEGPVCIG�KU��KP�VJKU�ECUG�����JKIJGT�VJCP�VJG�DGIKPPKPI�QH�[GCT�VCTIGV
RGTEGPVCIG���+V�CEVWCNN[�YQWNF�DG�CDQWV������RGTEGPV��DWV�KV�TQWPFU�VQ������5Q
�������KU�QWT�VCTIGV�HWPFKPI�NGXGN���9G�VCMG�QWT�RTQLGEVGF�EWTTGPV�NKCDKNKV[�
�����
OKNNKQP���UWDVTCEV�QWT�RTQLGEVGF�CUUGVU��CPF�HKPF�VJCV�YG�CTG����������UJQTV���#PF�UQ
YG�YQWNF�ECR�QWT�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�CV�VJCV�COQWPV���*QYGXGT��CU�KP
6CDNG�����VJG�VCTIGV�COQWPV�KU�PGXGT�NGUU�VJCP�[QWT�QNF�NCY�CFFKVKQPCN�HWPFKPI
EJCTIG�
KP�VJKU�ECUG�������������5Q��KP�VJKU�ECUG��VJG�VCTIGV�COQWPV�KU�GSWCN�VQ�VJG
QNF�NCY�EJCTIG�QH�����������VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV�KU�NGUU�VJCP�VJG
VCTIGV��VJG�RTGNKOKPCT[�COQWPV�QT�VJG�VCTIGV�COQWPV���#U�YCU�VJG�ECUG�YJGP�YG
GNGEVGF�VJG�QRVKQPCN�TWNG��YG�YKPF�WR�YKVJ�VJG�UCOG�EQPVTKDWVKQP�D[�WUKPI�VJG
VTCPUKVKQP�TWNG�

6JKU�NGCXGU�WU�YKVJ�CP�QRGP�SWGUVKQP���&QGU�KV�OCMG�UGPUG�VQ�GNGEV�VJG�QRVKQPCN�TWNG!
+P�VJKU�ECUG��D[�NQQMKPI�CV������XCNWCVKQP�TGUWNVU��[QW�TGCNN[�ECP V�VGNN���(QT�RWTRQUGU
QH�UQOG�QH�VJGUG�GZCORNGU��+�RWV�VQIGVJGT�C�VGP�[GCT�RTQLGEVKQP�QH�EQPVTKDWVKQPU��
6JKU�KU�PQV�C�TGCN�RNCP��DWV�KV U�TGCNKUVKE�RNCP�FCVC���6JG�NKCDKNKV[�TGNCVKQPUJKRU�CTG
TGCNKUVKE���+V�JCU�COQTVK\CVKQP�DCUGU�VJCV�GZRKTG���(QT�RTQLGEVKQP�RWTRQUGU��+ O
CUUWOKPI�C�����CUUGV�TGVWTP�HQT�������C�UOQQVJGF�CUUGV�OGVJQF�������CUUGV�TGVWTP
VJGTGCHVGT��CPF�PQ�QVJGT�ICKPU�QT�NQUUGU�

$GHQTG�+�IGV�VQ�VJCV��+�YCPV�VQ�FKUEWUU�YJCV�JCRRGPU�KH�+�GNGEVGF�DQVJ�TWNGU���6JGTG U
TGCNN[�PQ�PGGF�VQ�URGPF�OWEJ�VKOG�QP�VJKU�QPG���6CDNGU���%���UJQY�VJCV�KH�YG�GNGEV

                    
� 6CDNGU ���� CPF ��ä�� CTG VJG GZCORNG UEGPCTKQU CPF CTG PQV CXCKNCDNG QPNKPG� 2NGCUG EQPVCEV .KPFC $NCVEJHQTF

CV NDNCVEJHQTF "UQC�QTI QT ������������ HQT C JCTF EQR[�
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QPG�CPF�YG�IGV����������CPF�YG�GNGEV�VJG�QVJGT�CPF�IGV�����������VJGP�YJGP�YG
GNGEV�VJGO�DQVJ�YG TG�IQKPI�VQ�IGV����������

+P�NQQMKPI�CV�VJG�RTQLGEVKQP�UJQYP�KP�%JCTV����YG�UGG�VJCV��QH�EQWTUG��KP������YG
IQV�VJG�UCOG�EQPVTKDWVKQP�YJGVJGT�QT�PQV�YG�GNGEVGF�VJG�QRVKQPCN�TWNG���+P������QWT
IQQF�CUUGV�TGVWTP�YCU�UOQQVJGF�QWV�C�NKVVNG�DKV��DWV�QWT�EWTTGPV�NKCDKNKV[�YGPV�WR
DGECWUG�QWT�EWTTGPV�NKCDKNKV[�KPVGTGUV�TCVG�YGPV�FQYP���#PF�YG�HKPF�VJCV�KP�VJKU�ECUG
VJG�QRVKQPCN�TWNG�FQGU�JGNR�WU�QWV�C�NKVVNG�DKV���+V�FQGU�DTKPI�VJG�EQPVTKDWVKQP�FQYP�C
NKVVNG�DGNQY�YJCV�VJG�VTCPUKVKQP�TWNG�CNQPG�YQWNF�FQ���+V U�VJG�UCOG�HQT������

CHART 1
CASH FLOW PROJECTION FOR SCENARIOS 4 AND 5

+P������VJG�UKVWCVKQP�YCU�TGXGTUGF�DGECWUG��WPFGT�UEGPCTKQ����YG XG�OCFG
CFFKVKQPCN�EQPVTKDWVKQPU�KP�VJG�RNCP�CPF�VJGTGHQTG�KV U�DGVVGT�HWPFGF���6JGTGCHVGT��VJG
EQPVTKDWVKQP�NGXGN�UVC[U�CDQWV�VJG�UCOG�WPFGT�GKVJGT�UEGPCTKQ���#PQVJGT�YC[�QH
NQQMKPI�CV�KV�KU�LWUV�VQ�NQQM�CV�VJG�RTQLGEVGF�HWPFGF�RGTEGPVCIG�QH�VJG�RNCP�WPFGT
GKVJGT�UEGPCTKQ���6JKU�UVKNN�TGCNN[�FQGUP V�VGNN�WU�OWEJ���+V�UGGOU�VJCV�VJG�QRVKQPCN�TWNG
KU�RGTJCRU�C�DKV�JGNRHWN��DWV�KU�KV�YQTVJ�EQOOKVVKPI�[QWTUGNH�VQ�EQPVTKDWVKPI�VJCV
1$4#�EQPVTKDWVKQP�CU�C�OKPKOWO�HQT�CNN�HWVWTG�[GCTU!��+V U�IQKPI�VQ�DG�C�FKHHGTGPV
CPUYGT�KP�GCEJ�ECUG��

+P�QTFGT�VQ�CPUYGT�VJCV�SWGUVKQP�+ O�IQKPI�VQ�NQQM�PQY�CV�VJG�UGEQPF�UEGPCTKQ�
VJKU
KU�YJGTG�YG�EJCPIGF�VJG�CUUWORVKQPU�VQ�)#/����CPF����KPVGTGUV��CPF�NQQM�CV�VJG
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GHHGEV�QH�VJG�VTCPUKVKQP�TWNG�KP�VJCV�ECUG���#ICKP��PQVJKPI�EJCPIGU�KP�6CDNGU���%���
6JG�EJCPIG�QEEWTU�KP�6CDNG������+P�VJKU�ECUG��QWT�CFLWUVGF�[GCT�GPF�EWTTGPV�NKCDKNKV[
KU�VJG�UCOG�CPF�QWT�VCTIGV�RGTEGPVCIG�KU�VJG�UCOG��DWV�QWT�RTQLGEVGF�[GCT�GPF�CUUGVU
CTG�OWEJ�JKIJGT�DGECWUG�QWT�TGIWNCT����
D��EJCTIGU�JCXG�KPETGCUGF���5Q�QWT
RTGNKOKPCT[�VCTIGV�COQWPV�KU�\GTQ���#ICKP�VJG�VCTIGV�COQWPV�YKNN�PGXGT�DG�NGUU�VJCP
VJG�1$4#������EJCTIG��CPF�KP�VJKU�ECUG�VJG�1$4#������EJCTIG�KU�GXGP�JKIJGT���5Q
JGTG U�CP�GZCORNG�YJGTG�VJG�VTCPUKVKQP�TWNG�FQGUP V�JGNR�[QW��
6CDNG����UJQYU�VJCV�YG�LWUV�YKPF�WR�IGVVKPI�QWT�UCOG�RTGNKOKPCT[�COQWPV�DCEM�CU
QWT�HKPCN�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV���5Q�YG�IGV�VJG�UCOG�DQVVQO�NKPG�TGUWNV�CU
YG�FKF�KP�UEGPCTKQ����YKVJ�VJG�PGY�NCY�DGVVGT�VJCP�VJG�QNF�NCY��

+H�YG�PQY�VJTQY�VJG�QRVKQPCN�TWNG�QP�VQR�QH�VJKU��QH�EQWTUG��VJG�CFFKVKQPCN�HWPFKPI
TGSWKTGOGPV�PQY�JCU�VQ�DG�CV�NGCUV�GSWCN�VQ�VJG�1$4#������COQWPV�CPF�UQ�QWT
EQPVTKDWVKQP�JCU�KPETGCUGF���5Q�JGTG U�C�ECUG�YJGTG�[QW�RTQDCDN[�FQP V�YCPV�VQ�GNGEV
VJG�QRVKQPCN�TWNG�

CHART 2
CASH FLOW PROJECTION FOR SCENARIOS 6 AND 7

.QQMKPI�CV�YJCV�JCRRGPU�HQT�RTQLGEVKQP�RWTRQUGU��YG�UGG�KP�%JCTV���VJCV��QH�EQWTUG�
VJG������EQPVTKDWVKQP�KU�OWEJ�JKIJGT���+P������VJG�UKVWCVKQP�CEVWCNN[�TGXGTUGU�KVUGNH�C
NKVVNG�DKV�DGECWUG�VJG�UEGPCTKQ���RNCP�KU�OWEJ�DGVVGT�HWPFGF�VJCP�VJG�UEGPCTKQ���RNCP�
�$WV�VJGP�KP�����%���VJCV�QNF�NCY�EQPVTKDWVKQP�KU�UVKNN�RTQRRKPI�WR�VJG�EQPVTKDWVKQP

Scenario 6 Scenario 7
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$1200000

$1400000
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COQWPV���+V U�PQV�WPVKN�OWEJ�NCVGT�QP�KP�VJG�RTQLGEVKQP�VJCV�VJG�UKVWCVKQP�CICKP�UVCTVU
VQ�TGXGTUG�KVUGNH�

.QQMKPI�CV�VJG�RTQLGEVGF�HWPFKPI�NGXGNU�QH�VJG�RNCPU�WPFGT�VJG�VYQ�UEGPCTKQU��YG�UGG
C�DKI�FKHHGTGPEG�DGECWUG�VJG�OWEJ�JKIJGT�EQPVTKDWVKQPU�WPFGT�UEGPCTKQ���CTG�PQV
QHHUGV�CV�CP[�VKOG�FWTKPI�VJKU�VGP�[GCT�RTQLGEVKQP�RGTKQF�

.GV�WU�EQPUKFGT�QWT�GCTNKGT�SWGUVKQP��UJQWNF�YG�JCXG�GNGEVGF�VJG�QRVKQPCN�TWNG�WPFGT
VJG�GCTNKGT�UEGPCTKQ!��+H�[QW�VJKPM��HQT�GZCORNG��VJCV�[QW�OKIJV�EJCPIG�[QWT�OQTVCNKV[
CUUWORVKQP�CP[�VKOG�KP�VJG�PGCT�HWVWTG��VJG�EJCPIG�KU�IQKPI�VQ�DG�FQWDNG�EQWPVGF
WPFGT�VJG�QNF�NCY�ECNEWNCVKQP�CPF�EQWNF�RQVGPVKCNN[�TGUWNV�KP�C�JKIJGT�CFFKVKQPCN
HWPFKPI�TGSWKTGOGPV���;QW�OC[�PQV�YCPV�VQ�OCMG�VJCV�GNGEVKQP���+V U�C�EQORNKECVGF
EJQKEG���+ O�PQV�UWIIGUVKPI�VJCV�[QW�CEVWCNN[�JCXG�VQ�FQ�C�VGP�[GCT�RTQLGEVKQP�VQ�UGG
KH�KV�OCMGU�UGPUG��DWV�[QW�FQ�PGGF�VQ�NQQM�C�DKV�KPVQ�VJG�HWVWTG�VQ�UGG�YJCV�OKIJV
JCRRGP�KP�QTFGT�VQ�CUUGUU�YJGVJGT�QT�PQV�KV U�YQTVJYJKNG�

*CXKPI�IQPG�VJTQWIJ�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPVU��NGV U�UWO�WR�YJCV�VJG
FKHHGTGPEGU�CTG�DGVYGGP�YJCV�YG�YGTG�FQKPI�WPFGT�1$4#�XGTUWU�YJCV�YG�PQY
JCXG�VQ�FQ�WPFGT�42#�

1WT�EWTTGPV�NKCDKNKV[�CUUWORVKQPU�JCXG�DGGP�VKIJVGPGF�C�DKV���9G�PQY�TGHNGEV�VJG
EWTTGPV�NKCDKNKV[�KP�PQTOCN�EQUV�CPF�ECNEWNCVKPI�VJG�&4%��CPF�YG�IGV�CP�QHHUGV�HQT�QWT
���
D��PQTOCN�EQUVU���1WT�WPHWPFGF�QNF�NKCDKNKV[�RQVGPVKCNN[�JCU�DGGP�KPETGCUGF��
1WT�WPHWPFGF�PGY�NKCDKNKV[�CRRNKECDNG�RGTEGPVCIG�JCU�KPETGCUGF���(QT�QHHUGV
RWTRQUGU�YG�PQY�IGV�VQ�VCMG�CNN�QH�QWT�TGIWNCT����
D��EJCTIGU�KPVQ�CEEQWPV��UQ�YG
JCXG�DGVVGT�EQQTFKPCVKQP�YKVJ�QWT�TGIWNCT�HWPFKPI�ECNEWNCVKQPU�

6JG�OCZKOWO�TGSWKTGF�COQWPV�JCU�CNUQ�EJCPIGF���6JKU�KU�QPG�VJKPI�VJCV�+�JCFP V
OGPVKQPGF�DGHQTG��DWV�KP�VJG�GZCORNGU�YG�UVKNN�YQWNF�ECR�VJG�ECNEWNCVKQP�CV�VJG
COQWPV�VJCV�IGVU�[QW�WR�VQ������HWPFGF���+P�RTCEVKECN�GZRGTKGPEG��VJCV�OCZKOWO
PGXGT�TGCNN[�CRRNKGU���$WV�YJGP�[QW�FQ�VJCV�ECNEWNCVKQP�PQY�WPFGT�VJG�PGY�NCY��CV
NGCUV�[QW�IGV�VQ�VCMG�CEEQWPV�QH�VJG�EQPVTKDWVKQPU�VJCV�[QW TG�CNTGCF[�OCMKPI�WPFGT
���
D����7PFGT�VJG�QNF�NCY�[QW�FKFP V�IGV�VQ�VCMG�CEEQWPV�QH�VJQUG�EQPVTKDWVKQPU��
#PF��QH�EQWTUG��YG�JCXG�VJG�VTCPUKVKQP�TWNGU��

/QXKPI�HQTYCTF�PQY�VQ�VJG�QVJGT�CURGEVU�VJCV�+�OGPVKQPGF�KP�VJG�DGIKPPKPI��YG�CNUQ
JCXG�VJG�HWNN�HWPFKPI�NKOKVCVKQP���6JG�HWNN�HWPFKPI�NKOKVCVKQP�KU�VJG�ITGCVGT�QH�VJG�QNF�
NCY�ECNEWNCVKQP�
VJG�'ORNQ[GG�4GVKTGOGPV�+PEQOG�5GEWTKV[�#EV�QH�������'4+5#��HWNN�
HWPFKPI�NKOKV�QT�VJG������1$4#������HWNN�HWPFKPI�NKOKV����#�PGY�NCY�ECNEWNCVKQP
DCUKECNN[�UC[U�VJCV�C�HWNN�HWPFKPI�NKOKV�YKNN�PGXGT�NKOKV�[QWT�HWPFGF�RGTEGPVCIG�VQ
DGNQY�������#PF�VJCV U�DCUGF�QP�VJG�42#������EWTTGPV�NKCDKNKV[�CPF�CUUGVU�PQV
TGFWEGF�D[�VJG�ETGFKV�DCNCPEG���+�RWV�VJCV�KP�HQT�GORJCUKU�JGTG�DGECWUG�KV U�XGT[
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WPWUWCN�KP�ECNEWNCVKPI�C�HWNN�HWPFKPI�NKOKV�HQT�OKPKOWO�RWTRQUGU�VJCV�[QW�FQP V
TGFWEG�CUUGVU�D[�VJG�ETGFKV�DCNCPEG�

6JG�+45�JCUP V�CEVWCNN[�EQOG�QWV�YKVJ�IWKFCPEG�QP�VJKU��DWV�KV�URGEKHKECNN[�UC[U�KP�VJG
NCY�VJCV�[QW�FQP V�OCMG�VJKU�TGFWEVKQP���#PF�YJCV�VJCV�OGCPU�KU�VJCV�VJGTG�KU�C
RQUUKDNG�VYQ�HQT�QPG�TGFWEVKQP�KP�[QWT�TGSWKTGF�EQPVTKDWVKQP���9JCV�FQ�+�OGCP�D[
VJCV!��5C[�[QW XG�IQV�C�RNCP�VJCV U�CHHGEVGF�D[�VJKU�TWNG���9JQ�OKIJV�DG�CHHGEVGF!��+H
[QW TG�WUKPI�WPKV�ETGFKV�HWPFKPI�CPF�JCXG�C�HCKTN[�JKIJ�KPVGTGUV�CUUWORVKQP��UC[����
CPF�[QWT�EWTTGPV�NKCDKNKV[�KPVGTGUV�TCVG�KU�UQOGYJGTG�CTQWPF�������[QWT�EWTTGPV
NKCDKNKV[�KU�IQKPI�VQ�DG�C�NQV�JKIJGT�VJCP�[QWT�TGIWNCT�'4+5#�CEETWGF�NKCDKNKV[��CPF�VJKU
EQWNF�EQOG�KPVQ�RNC[�

+H�[QW�JCXG�C�RNCP�VJCV U�CHHGEVGF�D[�VJKU�TWNG��OCMG�CP�CFFKVKQPCN�EQPVTKDWVKQP�HQT
VJG�RTKQT�RNCP�[GCT���6JKU�YKNN�KPETGCUG�[QWT�ETGFKV�DCNCPEG�CPF�VJG�CUUGVU�CPF�
VJGTGHQTG��NQYGT�VJKU�PGY�HWNN�HWPFKPI�NKOKV�DGECWUG�VJGTG�KU�PQ�QHHUGV�HQT�VJG�ETGFKV
DCNCPEG��

$[�NQYGTKPI�VJKU�HWNN�HWPFKPI�NKOKV�[QW�KPETGCUG�[QWT�HWNN�HWPFKPI�ETGFKV���9JGP�[QW
ECNEWNCVG�[QWT�HWPFKPI�TGSWKTGOGPV�PQY�HQT�VJG�EWTTGPV�[GCT��[QW XG�IQV�DQVJ�VJG
ETGFKV�DCNCPEG�CPF�C�HWNN�HWPFKPI�ETGFKV��TQWIJN[�VJG�UCOG�COQWPV��CVVTKDWVCDNG�VQ
VJG�UCOG�EQPVTKDWVKQP��

6CDNG����CPF����UJQY�JQY�VJCV�YQTMU���6CDNG����KU�HQT�C�RNCP�YKVJQWV�OCMKPI�VJKU
CFFKVKQPCN�EQPVTKDWVKQP���6CDNG����KU�YKVJ�VJG�CFFKVKQPCN�EQPVTKDWVKQP���+ O�PQV�IQKPI
VQ�URGPF�CP[�VKOG�QP�VJKU�TKIJV�PQY��DWV�6CDNG����UJQYU�VJCV�KP�VJKU�ECUG�C
���������EQPVTKDWVKQP�HQT�VJG������RNCP�[GCT�GNKOKPCVGU�C������EQPVTKDWVKQP�QH
OQTG�VJCP�VYKEG�VJCV�COQWPV�

6JG�SWCTVGTN[�EQPVTKDWVKQP�TWNGU�JCXG�CNUQ�EJCPIGF���(QT�RNCPU�VJCV�YGTG�����
HWPFGF�QP�C�EWTTGPV�NKCDKNKV[�DCUKU��VJG[�CTG�PQ�NQPIGT�TGSWKTGF��VJCV�KU��RNCPU�VJCV
YGTG������HWPFGF�QP�EWTTGPV�NKCDKNKV[���;QW�NQQM�CV�VJG�RTKQT�[GCT U�RNCP�XCNWCVKQP
FCVG�HQT�FQKPI�VJKU�ECNEWNCVKQP��PQV�VJG�EWTTGPV�XCNWCVKQP�FCVG���#PF�HQT�VJKU�RWTRQUG�
VJG�42#������EWTTGPV�NKCDKNKV[�CPF�CUUGVU�CTG�PQV�TGFWEGF�D[�VJG�ETGFKV�DCNCPEG�

6JCV�YCU�VJG�RQUKVKXG�CURGEV�QH�VJKU�EJCPIG���6JG�QVJGT�CURGEV��QH�EQWTUG��KU�VJG
NKSWKFKV[�TGSWKTGOGPV���(QT�EGTVCKP�RNCPU�VJCV�CTG�XGT[�WPFGTHWPFGF��VGEJPKECNN[�KV
CRRNKGU�VQ�CNN�RNCPU��VJCV�CTG�NGUU�VJCP������HWPFGF��CU�QH�VJG�RTKQT�XCNWCVKQP�FCVG�
VJG�SWCTVGTN[�EQPVTKDWVKQP�TGSWKTGOGPV�KU�KPETGCUGF�VQ�VJG�COQWPV�QH�VJG�NKSWKFKV[
UJQTVHCNN���#PF�KH�[QW�OCMG�KV�NCVG��PQV�QPN[�KU�VJGTG�C�NCVG�KPVGTGUV�RGPCNV[��DWV�VJGTG U
CP�GZEKUG�VCZ�
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TABLE 35
RPA !94 FULL FUNDING LIMITATION

Valuation Results (1/1/96) ERISA RPA !!94

Interest
Accrued Liability
Normal Cost
Expected Payments

Projected Liability
Adjustment Factor
Adjusted Liability

Interest
Actuarial Asset Value
Credit Balance
Expected Payments

Projected Assets*

Preliminary FFL
FFL
Minimum Contribution

*Assumes mid-year benefit
payments

9.00%
10,000,000
1,000,000
200,000

11,781,194
100%
11,781,194

9.00%
11,150,000
0
200,000

11,944,694

0

7.62%
11,837,180
1,271,320
200,000

13,899,887
90%
12,509,899

9.00%
11,150,000
N/A
200,000

11,944,694

565,205=Adjusted Liability-
Projected Assets
565,205=Greater of ERISA and
RPA Limits
565,205=Lesser of FFL and NC
(w/int)
               reduced by the credit
balance (w/int)

TABLE 36
RPA !94 FULL FUNDING LIMITATION&ADDITIONAL CONTRIBUTION MADE FOR 1995

Valuation Results (1/1/96) ERISA RPA !!94

Interest
Accrued Liability
Normal Cost
Expected Payments

Projected Liability*
Adjustment Factor
Adjusted Liability

Interest
Actuarial Asset Value
Credit Balance
Expected Payments

Projected Assets*

Preliminary FFL
FFL
Minimum Contribution
*Assumes mid-year benefit   
 payments

9.00%
10,000,000
1,000,000
200,000

11,781,194
100%
11,781,194

9.00%
11,425,000
275,000
200,000

11,944,694

0

7.62%
11,837,180
1,271,320
200,000

13,899,887
90%
12,509,889

9.00%
11,425,000
N/A = additional 1995 contribution
200,000

12,244,444

265,455=Adjusted Liability-Projected Assets
265,455=Greater of ERISA and RPA Limits
0=Lesser of FFL and NC (w/int) reduced by      
the credit balance (w/int)
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6JG�NKSWKFKV[�UJQTVHCNN�KU�VJG�GZEGUU�QH�VJG�DCUG�COQWPV�QXGT�VJG�RNCP U�NKSWKF�CUUGVU��
6JG�DCUG�COQWPV�KU�IGPGTCNN[�VJTGG�[GCTU�QH�DGPGHKV�RC[OGPVU�NQQMKPI�CV�VJG�NCUV
[GCT U�RC[OGPVU���.KSWKF�CUUGVU�IGPGTCNN[�KPENWFG�OCTMGVCDNG�UGEWTKVKGU��DWV�VJG[�ECP
CNUQ�KPENWFG�EGTVCKP�QVJGT�KVGOU&KH�[QW�JCXG�CP�KPUWTCPEG�EQPVTCEV�YKVJ�C
NKSWKFCVKQP�XCNWG��[QW�ECP�RTQDCDN[�TGHNGEV�CV�NGCUV�VJG�NKSWKFCVKQP�XCNWG�YJGP
FGVGTOKPKPI�NKSWKF�CUUGVU�

+�UC[�$CFLWUVGF�FKUDWTUGOGPVU#�TCVJGT�VJCP�LWUV�$FKUDWTUGOGPVU#�DGECWUG�KP
ECNEWNCVKPI�VQVCN�FKUDWTUGOGPVU�[QW�CEVWCNN[�NQQM�CV�CNN�RC[OGPVU&PQV�LWUV�CPPWCN
DGPGHKV�RC[OGPVU&DWV�NWOR�UWO�RC[OGPVU�CPF�CP[VJKPI�RCKF�QWV�KP�VJG�NCUV�[GCT
VQYCTFU�CP�CPPWKV[�RWTEJCUG���;QW�IGV�VQ�GZENWFG�UQOG�QH�VJQUG�NWOR�UWOU�CPF
CPPWKV[�RWTEJCUG�COQWPVU���6JG�RGTEGPVCIG�[QW�IGV�VQ�GZENWFG�KU�[QWT�HWPFGF
RGTEGPVCIG���5Q�VJG�DGVVGT�HWPFGF�[QW�CTG��VJG�OQTG�QH�VJGUG�WPWUWCN�COQWPVU�[QW
IGV�VQ�GZENWFG�KP�ECNEWNCVKPI�VJKU�TGSWKTGOGPV�

(QT�C�RQQTN[�HWPFGF�RNCP�VJCV�JCU�LWUV�JCF�CP�CPPWKV[�RWTEJCUG�KP�VJG�NCUV�[GCT�
YJKEJ�KU�RTQDCDN[�PQV�XGT[�HTGSWGPV��[QW�UJQWNF�RC[�ECTGHWN�CVVGPVKQP�VQ�VJKU
TGSWKTGOGPV���+P�CP[�ECUG��KV U�CNYC[U�NKOKVGF�VQ�VJG�COQWPV�VJCV�YQWNF�DTKPI�[QW�WR
VQ������HWPFGF�QP�C�EWTTGPV�NKCDKNKV[�DCUKU���#PF��KP�VJCV�ECUG��[QW�ECP�VCMG�CEEQWPV
QH�CNN�CUUGVU��PQV�LWUV�NKSWKF�CUUGVU�

+�VJKPM�YG XG�FGHKPGF�FKHHGTGPV�WUGU�HQT�EWTTGPV�NKCDKNKV[���+ XG�VTKGF�VQ�RWV�VJGO�CNN
VQIGVJGT�KP�C�VCDNG�VQ�UJQY�VJG�FKHHGTGPV�EWTTGPV�NKCDKNKV[�OGCUWTGU�CPF�YJCV�VJG[ TG
WUGF�HQT��

+ O�PQV�IQKPI�VQ�IQ�VJTQWIJ�6CDNG������+�LWUV�YQWNF�NKMG�VQ�CFF�QPG�EQOOGPV���;QW
ECP�OCMG�VJKU�OQTG�EQORNKECVGF�D[�GZENWFKPI�RTG�RCTVKEKRCVKQP�UGTXKEG�HQT
ECNEWNCVKPI�EWTTGPV�NKCDKNKV[��QT�KH�VJG�GNGEVKQP�JCU�DGGP�OCFG�HQT�[QWT�RNCP���(QT
UQOG�RWTRQUGU�[QW�GZENWFG�RTG�RCTVKEKRCVKQP�UGTXKEG��CPF�HQT�UQOG�RWTRQUGU�[QW
FQP V���+PUVGCF�QH�HQWT�OGCUWTGU�YG�EQWNF�JCXG�UKZ�OGCUWTGU�

%QNNGEVKXGN[�DCTICKPGF�RNCPU�PQY�JCXG�VQ�TGHNGEV�VJG�WNVKOCVG�DGPGHKV�UEJGFWNG�VJCV
JCU�DGGP�CITGGF�VQ�TCVJGT�VJCP�LWUV�TGHNGEVKPI�KV�CU�KV�DGEQOGU�GHHGEVKXG���$GHQTG
4GXGPWG�2TQEGFWTG�������ECOG�QWV��+�VJKPM�OQUV��QT�CV�NGCUV�OCP[��CEVWCTKGU
CUUWOGF�VJCV�YG�YQWNF�VTGCV�VJCV�KPETGCUG�
VJG�GHHGEV��CU�QH�������TGHNGEVKPI�VJQUG
HWVWTG�KPETGCUGU��CU�C�RNCP�COGPFOGPV���#HVGT�CNN��KP�CPQVJGT�[GCT�QT�VYQ�YJGP�YG
YQWNF�JCXG�VCMGP�VJGO�KPVQ�CEEQWPV�KP�QWT�XCNWCVKQP��YG�YQWNF�JCXG�TGHNGEVGF
VJGO�CU�RNCP�COGPFOGPVU���#PF�������EQOGU�CNQPI�CPF�UC[U��CEVWCNN[�VJKU�KU�C
HWPFKPI�OGVJQF�EJCPIG���+V U�QPG�HQT�YJKEJ�[QW�IGV�CWVQOCVKE�CRRTQXCN���#PF��D[
VJG�YC[��HWPFKPI�OGVJQF�EJCPIGU�CTG�COQTVK\GF�QXGT�VGP�[GCTU���5Q�VJG�EJCPIG�KU
COQTVK\GF�OQTG�TCRKFN[��RNWU�[QW�FQP V�IGV�VQ�WUG�KV�CU�CP�QHHUGV�KH�[QW TG�ECNEWNCVKPI
VJG�1$4#������CFFKVKQPCN�HWPFKPI�EJCTIG�
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TABLE 37
CURRENT LIABILITY MEASURES

OBRA 87 Gateway RPA !!94 1993 Assumption

 Interest 90%110% of the
four-year weighted
average of 30-year
Treasuries

109% of the weighted
average
 in 1995
(108% in 1996
107% in 1997
106% in 1998
105% thereafter)
i.e. top of the new
Interest rate range

90-109% of weighted average
in 1995
(90-108% in 1996
90-107% in 1997
90-106% in 1998
90-105% thereafter)
Should equal OBRA !87 rate or
the top of the range if lower

(1993 current
liability interest
rate/1993 weighted
average) x 1995
weighted average

Mortality Valuation (412(b)) GA-83 GA-83 1993 Valuation

Uses �Full funding
limitation
(412(c)(7)(A)(I)(I));
�OBRA !87
additional funding
charge
(412(I)(3)(E))

�Gateway test
(412(I)(9)(C))

�Unfunded current liability
maximum (404(a)(1)(D));
�RPA !94 additional funding
charge (412(1)(7));
�Minimum full funding limitation
(412(c)(7)(E));
�Quarterly contribution
exemption (412(m)(1));
�Liquidity payment limit
(412(m)(5)(D))

�Additional
unfunded old
liability amount
(412(1)(3)(D)(ii)(II)

0QY�VJKU�TGCNN[�FQGUP V�OCMG�UGPUG���%QPUKFGT��CU�CP�GZCORNG��C�RNCP�VJCV�LWUV�RTKQT
VQ�,CPWCT[����������CFQRVGF�C�PGY�DCTICKPKPI�CITGGOGPV���#U�QH�,CPWCT[���������
VJG�RNCP�KU�HQTEGF�VQ�EJCPIG�KVU�HWPFKPI�OGVJQF��CPF�VJGTGHQTG�VJG�GPVKTG�DCTICKPKPI
CITGGOGPV��UGRCTCVG�HTQO�VJG�RCTV�VJCV�[QW�YQWNF�JCXG�CNTGCF[�TGEQIPK\GF�KH�
,CPWCT[���������YCU�VTGCVGF�CU�C�HWPFKPI�OGVJQF�EJCPIG�DCUGF�CPF�COQTVK\GF�QXGT
VGP�[GCTU��

+H�KPUVGCF�[QW�JCF�FGNC[GF�LWUV�C�HGY�OQPVJU�CPF�VJG�DCTICKPKPI�CITGGOGPV�JCF
DGGP�CITGGF�VQ�KP�GCTN[�������[QW�YQWNF�JCXG�JCF��CU�QH�,CPWCT[����������C�HWPFKPI
OGVJQF�EJCPIG��DWV�QPG�VJCV�JCU�PQ�GHHGEV�DGECWUG�VJGTG�YGTG�PQ�HWVWTG�CITGGOGPVU
KP�GHHGEV�CU�QH�,CPWCT[�����������6JGP��C�EQWRNG�OQPVJU�NCVGT�YJGP�[QW�CFQRVGF�VJG
CITGGOGPV��VJG�GPVKTG�COQWPV�IGVU�VTGCVGF�CU�C�RNCP�COGPFOGPV�YKVJ�C����[GCT�VQ�
[GCT�DCUKU�KH�[QW�ECP�WUG�KV�CU�CP�QHHUGV�KP�[QWT�1$4#�ECNEWNCVKQP���5Q�LWUV�D[�VJKU
SWKTM�QH�VKOKPI�YG�IGV�XGT[�FKHHGTGPV�VTGCVOGPV��

6JKU�JCU�DGGP�RQKPVGF�QWV�VQ�VJG�+45��CPF�+�MPQY�VJG�SWGUVKQP�JCU�DGGP�TCKUGF�QP�C
PWODGT�QH�QEECUKQPU���#PF��CU�HCT�CU�+�MPQY��VJG�+45�JCU�TGHWUGF�VQ�CPUYGT���6JG[
JCXGP V�UCKF�$;GU��HQNNQY�4GXGPWG�2TQEGFWTG�������#��6JG[�JCXGP V�UCKF��$;QW TG
TKIJV���6JKTV[�[GCTU�KU�VJG�TKIJV�CPUYGT�#��6JG[�LWUV�JCXGP V�CPUYGTGF���5Q�+�MPQY
UQOG�RTCEVKVKQPGTU�CTG�UC[KPI��$9GNN�����[GCTU�KU�TGCNN[�VJG�QPN[�VJKPI�VJCV�OCMGU
UGPUG��YG TG�IQKPI�VQ�IQ�CJGCF�CPF�FQ�VJCV�#��+�VJKPM�VJG�OQTG�EQPUGTXCVKXG
CRRTQCEJ�RTQDCDN[�KU�VQ�VTGCV�VJKU�CU�C�HWPFKPI�OGVJQF�EJCPIG�CPF�COQTVK\G�KV�QXGT
VGP�[GCTU���$[�VJG�YC[��CPQVJGT�FTCYDCEM�QH�VTGCVKPI�KV�CU�C�HWPFKPI�OGVJQF�EJCPIG
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KU�KV�UVCTVU�VJG�HKXG�[GCT�ENQEM�QP�[QWT�CWVQOCVKE�CRRTQXCN���$WV�VJG�OQTG
EQPUGTXCVKXG�CRRTQCEJ�YQWNF�DG�VQ�COQTVK\G�KV�QXGT�VJG�VGP�[GCTU�CPF�RC[�VJG
CFFKVKQPCN�COQWPV���;QW�OC[�YKPF�WR�YKVJ�C�ETGFKV�DCNCPEG�KH�[QW�HKPF�QWV�NCVGT�VJCV
[QW�YGTG�YTQPI���6JG�QVJGT�YC[�[QW�YKPF�WR�YKVJ�C�HWPFKPI�FGHKEKGPE[��

#PQVJGT�GZCORNG�VJCV�+ NN�IQ�VJTQWIJ�SWKEMN[�UJQYU�VJG�DGHQTG�CPF�CHVGT�42#
OWNVKRNKGTU�[QW�VCMG�KPVQ�CEEQWPV�HQT�XCNWCVKQP�RWTRQUGU�

+P�6CDNG�����[QW NN�PQVKEG�VJCV�HQT�EWTTGPV�NKCDKNKV[�RWTRQUGU�YG TG�UVKNN�VCMKPI�QPN[�VJG
�����OWNVKRNKGT�KPVQ�CEEQWPV���%WTTGPV�NKCDKNKV[�KU�GZGORV�HTQO�VJKU�EJCPIG���#U
WPFGT�VJG�QNF�NCY��[QW�UVKNN�TGEQIPK\G�VJG�EJCPIGU�CU�VJG[�DGEQOG�GHHGEVKXG���+V U
XGT[�KPVGTGUVKPI�VJCV�VJG[�FKF�VJKU�DGECWUG�UQOG�QH�VJG�OQUV�UGXGTGN[�WPFGTHWPFGF
RNCPU&RNCPU�VJCV�YGTG��KP�NCTIG�RCTV��VJG�KORGVWU�HQT�42#&CTG�PQV�IQKPI�VQ�DG
CHHGEVGF�D[�VJKU�RCTVKEWNCT�EJCPIG���6JGKT�EQPVTKDWVKQP��CV�NGCUV�KP�VJG�NQPI�TWP��KU
IQKPI�VQ�DG�FTKXGP�D[�VJG�&4%�CPF�PQV�VJG�TGIWNCT����
D��ECNEWNCVKQPU���6JG�&4%�KU
DCUGF�QP�EWTTGPV�NKCDKNKV[��YJKEJ�FQGUP V�TGHNGEV�KPETGCUGU�

TABLE 38
COLLECTIVELY BARGAINED PLAN, 1/1/95 VALUATION

Date of Agreement 12/1/94

Date Multiplier

Preagreement
1/1/95
1/1/96
1/1/97

$20
$21
$22
$23

Prior to RPA
Multiplier

ERISA Accrued Liability

$21

Current Liability

$21

After RPA
Multiplier $23* $21

Effect of increase from $20 to $21 is amortized as a plan amendment
Effect of increase from 421 to $23?

* Anticipated terminations during 1995 reflect a $21 multiplier
  Anticipated terminations during 1996 reflect a $22 multiplier

2$)%�RTGOKWOU�EJCPIGU�CTG�UVTCKIJVHQTYCTF���6JG�ECR�QP�RTGOKWOU�KU�RJCUGF�QWV
QXGT�C�EQWRNG�QH�[GCTU���9JCV�VJCV�OGCPU�HQT�C�RNCP�VJCV�KU�CHHGEVGF�D[�VJG�XCTKCDNG
TCVG�RTGOKWO�KU�VJCV�GCEJ�FQNNCT�[QW�EQPVTKDWVG�VQ�VJG�RNCP�UCXGU�[QW�PKPG�EGPVU�RGT
[GCT�KP�RTGOKWOU��
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#PQVJGT�YC[�VQ�NQQM�CV�KV�KU�KH�[QW TG�C�RNCP�URQPUQT�CPF�[QW�JCXG�UQOG�OQPG[��[QW
JCXG�VYQ�EQORGVKPI�KPXGUVOGPVU���;QW�ECP�RWV�VJG�OQPG[�KP�[QWT�RNCP�CPF�VJG
TGVWTP�VJCV�[QW�YQWNF�GCTP�YQWNF�DG�C�VCZ�HTGG�RGPUKQP�HWPF�TGVWTP�RNWU������VJCV
[QW�UCXG�QP�VJG�XCTKCDNG�TCVG�RTGOKWO���%QORCTG�VJCV�YKVJ�[QWT�EQORCP[ U�CHVGT�VCZ
KPVGTPCN�TCVG�QH�TGVWTP�QT�YJCVGXGT�QVJGT�TGVWTP�VJCV�C�EQORGVKPI�KPXGUVOGPV�YQWNF
JCXG�

6JG�HKPCN�KVGO�KU�CUUWORVKQP�EJCPIGU���6JKU�FQGUP V�CHHGEV�VQQ�OCP[�RNCPU��DWV�VJG
RNCPU�VJCV�KV�CHHGEVU�CTG�SWKVG�NCTIG���+H�[QW TG�UGXGTGN[�WPFGTHWPFGF&WPHWPFGF�XGUVGF
DGPGHKVU�QH�CV�NGCUV�����OKNNKQP&CPF�[QW�JCXG�CP�CUUWORVKQP�EJCPIG�VJCV�YQWNF
TGFWEG�[QWT�EWTTGPV�NKCDKNKV[�D[�����OKNNKQP��QT�D[�VJG�ITGCVGT�QH����QH�EWTTGPV
NKCDKNKV[�QT����OKNNKQP��VJGP�[QW�OWUV�IGV�+45�CRRTQXCN�HQT�VJG�EJCPIG�KP
CUUWORVKQPU��

#�[GCT�QT�VYQ�CIQ�CV�VJG�GPTQNNGF�CEVWCT[�OGGVKPI�UQOGDQF[�UWDOKVVGF�C�)TC[�$QQM
SWGUVKQP�VJCV�CUMGF��9JCV�JCRRGPU�KH�+�OCMG�CP�CUUWORVKQP�EJCPIG��+�CRRN[�HQT
CRRTQXCN��CPF�+�FQP V�IGV�KV!��6JCV�OGCPU�+�ECP V�ECNEWNCVG�VJG�EWTTGPV�NKCDKNKV[�DCUGF
QP�VJGUG�EJCPIGF�CUUWORVKQPU���&QGU�VJCV�OGCP�+�JCXG�FKHHGTGPV�CUUWORVKQPU&UC[
FKHHGTGPV�TGVKTGOGPV�CIG�CUUWORVKQPU&HQT�RWTRQUGU�QH�EWTTGPV�NKCDKNKV[�XGTUWU����
D�
ECNEWNCVKQPU!��#PF�VJG�CPUYGT�YCU�$PQ�#��;QW�CNUQ�ECP V�WUG�VJCV�CUUWORVKQP�EJCPIG
HQT�[QWT����
D��ECNEWNCVKQPU���+H�YG�FQP V�VJKPM�KV�YCU�IQQF�HQT�EWTTGPV�NKCDKNKV[
RWTRQUGU��YG�CNUQ�FQP V�VJKPM�KV U�IQQF�HQT�[QWT�TGIWNCT�ECNEWNCVKQPU�

6JKU�KU�GHHGEVKXG�HQT�RNCP�WUG�DGIKPPKPI�CHVGT�1EVQDGT������������2NWU��VJGTG U�UQOG
MKPF�QH�C�TGVTQCEVKXG�WPFQKPI�QH�VJKU�ECNEWNCVKQP�VJCV�[QW�YQWNF�JCXG�VQ�FQ�KH�[QW
OCFG�UWEJ�C�EJCPIG�KP�C�RNCP�[GCT�DGIKPPKPI�DGVYGGP�,CPWCT[����������CPF
1EVQDGT����������

+�YCPV�VQ�HKPKUJ�D[�VCNMKPI�C�DKV�CDQWV�UVTCVGIKGU���+�FKUEWUUGF�VJG�VTCPUKVKQP�TWNGU&KP
RCTVKEWNCT��YJGVJGT�KV�OCMGU�UGPUG�VQ�CFQRV�VJG�QRVKQPCN�TWNG���#PQVJGT�UVTCVGI[�VJCV
[QW�OKIJV�GORNQ[�KU�VQ�WUG�C�NQY��EWTTGPV�NKCDKNKV[�KPVGTGUV�TCVG�HQT��������6JKU�YKNN
JGNR�EGTVCKP�RNCPU�

6JG�VJKTF�UVTCVGI[�KU�CEEGNGTCVKPI�EQPVTKDWVKQPU�D[�C�HGY�OQPVJU&QT�C�HGY�[GCTU&
FGRGPFKPI�QP�[QWT�UKVWCVKQP���6JKU�ECP�JCXG�C�HGY�FKHHGTGPV��RQUKVKXG�TGUWNVU���(QT
GZCORNG��KH�[QW�JCXG�C�RNCP�VJCV�HQT������KU�LWUV�HCKNKPI�VJG�ICVGYC[�VGUV��KV U�XGT[
RQUUKDNG�VJCV�[QW�EQWNF�EQPVTKDWVG�CP�CFFKVKQPCN�COQWPV��ECNN�KV�C������EQPVTKDWVKQP�
RCUU�VJG�ICVGYC[�VGUV��GNKOKPCVG�[QWT�CFFKVKQPCN�HWPFKPI�EJCTIG��CPF�TGFWEG�[QWT
�����EQPVTKDWVKQP�D[�OQTG�VJCP�VJG�COQWPV�QH�VJCV�CFFKVKQPCN������EQPVTKDWVKQP�
6JG�HQNNQYKPI�GZCORNG�UJQYU�CPQVJGT�V[RG�QH�CEEGNGTCVKQP�UVTCVGI[�VJCV�OKIJV�DG
DGPGHKEKCN��
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+P�6CDNGU���%�����YG TG�DCEM�PQY�YKVJ�VJG�UCOG�RNCP�VJCV�YG�JCF�KP�VJG�HKTUV
UEGPCTKQ���9G XG�GNGEVGF�VJG�VTCPUKVKQP�TWNG���+P�VJKU�ECUG��JQYGXGT��NGV U�CUUWOG�VJCV
VJG�RNCP�KU�OQTG�VJCP�����HWPFGF�CPF�RCUUGU�VJG�XQNCVKNKV[�VGUV���$GECWUG�YG XG�IQV
C�NKVVNG�DKV�QH�C�ETGFKV�DCNCPEG�CPF�UQOG�DGVVGT�CUUGV�RGTHQTOCPEG��VJG�RNCP�RCUUGU�VJG
ICVGYC[�VGUV���9G�FQP V�JCXG�VQ�FQ�VJG�CFFKVKQPCN�HWPFKPI�EJCTIG�ECNEWNCVKQPU���9G
UJQWNF�UVKNN�NQQM�CV�UQOG�RKGEGU�QH�VJKU�ECNEWNCVKQP��VJQWIJ��DGECWUG�YG�OC[�PGGF
VJKU�KPHQTOCVKQP�KP�HWVWTG�[GCTU�KH�YG�JCXG�VQ�FQ�VJG�CFFKVKQPCN�HWPFKPI�EJCTIG
ECNEWNCVKQP�

(QT�GZCORNG��YG�UVKNN�ECNEWNCVG�QWT�CFFKVKQPCN�WPHWPFGF�QNF�NKCDKNKV[��DGECWUG�VJG
RNCP�KU�PQV�CDQXG�����HWPFGF���5Q�YG�OKIJV�PGGF�VJKU���9G�CNUQ�ECNEWNCVG�QWT�KPKVKCN
HWPFGF�EWTTGPV�NKCDKNKV[�RGTEGPVCIG��DGECWUG�YG�OKIJV�PGGF�VJCV�VQ�CRRN[�VJG
VTCPUKVKQP�TWNG�KP�UQOG�HWVWTG�[GCT�

.GV U�OQXG�QP�VQ�VJG�PGZV�GZCORNG��KP�6CDNGU���%�����9JCV�KH��IKXGP�VJKU�RCVVGTP��KP
�����YG�FGEKFGF�VQ�WUG��������VJG�NQYGUV�CNNQYCDNG�KPVGTGUV�TCVG�HQT�RWTRQUGU�QH
ECNEWNCVKPI�EWTTGPV�NKCDKNKV[!��9JCV�FQGU�VJCV�FQ!��6JG�ICVGYC[�VGUV�KU�PQV�CHHGEVGF
DGECWUG�VJG�ICVGYC[�EWTTGPV�NKCDKNKV[�KU�DCUGF�QP�VJG�JKIJGUV�KPVGTGUV�TCVG���$WV�VJQUG
QVJGT�VYQ�GNGOGPVU�YG�LWUV�VCNMGF�CDQWV�CTG�CHHGEVGF���6JG�CFFKVKQPCN�WPHWPFGF�QNF
NKCDKNKV[��YJKEJ�KU�VJG�GZEGUU�QH�QWT�42#������EWTTGPV�NKCDKNKV[�QXGT�QWT�����
CUUWORVKQP�EWTTGPV�NKCDKNKV[��KPETGCUGU�UWDUVCPVKCNN[���6JCV U�C�OWEJ�NCTIGT�COQWPV
VJCV�YG�IGV�VQ�ECTXG�QWV�QH�PGY�NKCDKNKV[�KP�HWVWTG�[GCTU�YJGP�YG�FQ�VJG�ECNEWNCVKQPU�
�2NWU��QWT�KPKVKCN�HWPFGF�RGTEGPVCIG�KU�CNUQ�OWEJ�NQYGT�UQ�VJCV��KP�CRRN[KPI�VJG�VCTIGV
ECNEWNCVKQP�KP�HWVWTG�[GCT��YG�JCXG�C�OWEJ�NQYGT�VCTIGV�RGTEGPVCIG��

+H�YG�NQQM�ITCRJKECNN[�CV�VJGUG�VYQ�RNCPU��YG�UGG�C�XGT[�KPVGTGUVKPI�EQPVTKDWVKQP
RCVVGTP���%JCTV���UJQYU�VJCV�KH�YG�FQP V�WUG�VJKU�NQYGT�KPVGTGUV�TCVG�CPF�VJG
CFFKVKQPCN�HWPFKPI�EJCTIG�TGUWOGU�KP�������YG�HKPF�YG�JCXG�OWEJ�JKIJGT
EQPVTKDWVKQPU�HQT�HQWT�[GCTU�VJCP�KH�YG�FKF�GNGEV�VQ�WUG�C�NQYGT�KPVGTGUV�TCVG���6JCV
UKVWCVKQP�HKPCNN[�TGXGTUGU�KVUGNH�KP�VJG�[GCT������DGECWUG�VJG�UEGPCTKQ���RNCP�KU�OWEJ
DGVVGT�HWPFGF�VJCP�VJG�QVJGT�RNCP���.QQMKPI�CV�VJG�HWPFGF�RGTEGPVCIG�QH�VJG�RNCP�KP
VJG�NQPI�TWP�[QW�IGV�VQ�VJG�UCOG�RNCEG��DWV�YKVJ�C�OWEJ�FKHHGTGPV�RCVJ�

�

                    
* 6CDNGU ����� CTG VJG GZCORNG UEGPCTKQU CPF CTG PQV CXCKNCDNG QPNKPG� 2NGCUG EQPVCEV .KPFC $NCVEJHQTF CV

NDNCVEJHQTF"UQC�QTI QT ECNN ������������ HQT C JCTF EQR[�
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CHART 3
CASH FLOW PROJECTION FOR SCENARIO 8 AND 9

(QT�VJKU�NCUV�RTQLGEVKQP�+ NN�IQ�DCEM�VQ�UEGPCTKQ�����5EGPCTKQ���YCU�VJG�RNCP�YJGTG�YG
JCF�EJCPIGF�VJG�CUUWORVKQPU�VQ����)#/�����CPF�YG�GNGEVGF�VJG�VTCPUKVKQP�TWNG
IQKPI�HQTYCTF��

6JG�DCTU�KP�%JCTV���CTG�VJG�UCOG�CU�QP�VJG�GCTNKGT�ITCRJ���9G TG�EQORCTKPI�VJCV�VQ�C
UVTCVGI[�YJGTG�VJG�URQPUQT�GNGEVU�VQ�EQPVTKDWVG�GPQWIJ�GCEJ�[GCT�VQ�RCUU�VJG
ICVGYC[�VGUV���+P������VJG�EQPVTKDWVKQP�KU�C�DKV�JKIJGT�DGECWUG�VJG�URQPUQT�JCU
GNGEVGF�VQ�EQPVTKDWVG�GPQWIJ�VQ�IGV�WR�VQ�����HWPFGF�HQT��������+P������VJG
URQPUQT�EQPVTKDWVGU�GPQWIJ�VQ�IGV�WR�VQ�����HWPFGF�HQT������DGECWUG�KP������VJG
RNCP�YQP V�RCUU�VJG�XQNCVKNKV[�VGUV���#RCTV�HTQO�VJQUG�JKIJ�EQPVTKDWVKQPU�KP�VJG�HKTUV
EQWRNG�[GCTU��VJG�EQPVTKDWVKQP�KU�NQYGT�VJGTGCHVGT�HQT�C�HGY�[GCTU�CPF�VJGP�YKPFU�WR
DGKPI�VJG�UCOG�COQWPV�

6JGTG�CTG�VYQ�RQVGPVKCN�DGPGHKVU�VJCV�+�ECP�VJKPM�QH�VQ�C�UVTCVGI[�NKMG�VJKU���(KTUV��D[
RCUUKPI�VJG�ICVGYC[�VGUV�GCEJ�[GCT�[QW�ECP�CXQKF�VJG�GORNQ[GG�PQVKEG
TGSWKTGOGPVU��
;QW�ECP�CEVWCNN[�CXQKF�VJCV�D[�RCUUKPI�VJG�ICVGYC[�VGUV�GXGT[�QVJGT
[GCT����5GEQPF��KH�YG�OCMG�VJG�CFFKVKQPCN�EQPVTKDWVKQPU�VJG�RNCP�UVCTVU�QHH�DGVVGT
HWPFGF���$WV�VJGP�CV�UQOG�RQKPV�FQYP�VJG�TQCF��QPEG�VJG�RNCP�KU�PQ�NQPIGT�UWDLGEV
VQ�VJG�CFFKVKQPCN�HWPFKPI�TGSWKTGOGPV��VJG�HWPFKPI�NGXGN�KU�EQPUKUVGPVN[�NQYGT���6JG

Scenario 8 Scenario 9

Year

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
$0

$200000

$400000

$600000

$800000

$1000000

$1200000
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TGCUQP�HQT�VJCV�ECP�DG�UGGP�KH�YG�EQPUKFGT�QWT�TGIWNCT����
D��EQPVTKDWVKQP���+V U�VJG
PQTOCN�EQUV�RNWU�CP�COQTVK\CVKQP�QH�UQOGVJKPI��

CHART 4
CASH FLOW PROJECTION FOR SCENARIOS 6 AND 10

9JCV�FQ�QWT�COQTVK\CVKQP�DCUGU�CFF�WR�VQ!��6JG[�CFF�WR�VQ�QWT�WPHWPFGF�NKCDKNKV[
RNWU�QWT�ETGFKV�DCNCPEG�RNWU�QWT�TGEQPEKNKCVKQP�CEEQWPV�DCNCPEG���+P�UEGPCTKQ���
YJGTG�YG�FKF�PQV�CXQKF�VJG�CFFKVKQPCN�HWPFKPI�EJCTIG��YG�DWKNV�WR�C�TGEQPEKNKCVKQP
CEEQWPV�DCNCPEG���+P�UEGPCTKQ����YG�CXQKFGF�KPETGCUKPI�QWT�TGEQPEKNKCVKQP�CEEQWPV
DCNCPEG��UQ�VJCV�QWT�HWPFKPI�VCTIGV�KU�EQPUKUVGPVN[�NQYGT�GXGT[�[GCT�VJGTGCHVGT���#PF
VJCV�YKNN�RGTUKUV�WPVKN�VJG�RNCP�JKVU�VJG�HWNN�HWPFKPI�NKOKV�CPF�CNN�VJGUG�DCUGU�CPF
CEEQWPV�DCNCPEGU�CTG�YKRGF�QWV�

6JCV U�EQPENWFGU�QWT�FKUEWUUKQP�QH�UVTCVGI[���+ XG�TGCNN[�LWUV�UETCVEJGF�VJG�UWTHCEG
JGTG���6JGTG�CTG�C�PWODGT�QH�QVJGT�UVTCVGIKGU�VJCV�OKIJV�DG�GORNQ[GF���9G�TGCNN[
QPN[�NQQMGF�CV�QPG�RNCP�CPF�C�EQWRNG�XCTKCVKQPU�QP�VJCV�RNCP���6JGTG�KU�C�UGUUKQP�VJCV
YKNN�IQ�KPVQ�OQTG�FGVCKN�QP�GHHGEVKXG�YC[U�QH�OCPCIKPI�EQPVTKDWVKQPU�KH�[QW TG
KPVGTGUVGF�KP�IQKPI�KPVQ�VJKU�HWTVJGT�

Scenario 6 Scenario 10

Year

1995 1996 19971998 1999 2000 20012002 2003 2004 2005
$0

$500,000

$1,000,000

$1,500,000

$2,000,000
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+�JQRG�VJCV�VJKU�JCU�JGNRGF�VQ�ENCTKH[�ENGCT�JQY�VJGUG�TWNGU�YQTM���#PF�HQT�VJQUG�QH
[QW�YJQ�JCXG�URQPUQTU�YJQ�CTG�CHHGEVGF�D[�VJGUG�TWNGU��+�JQRG�VJCV�KV�CNNQYU�[QW�VQ
JGNR�UGTXG�[QWT�ENKGPVU�DGVVGT��

(TQO�VJG�(NQQT���+�JCXG�C�SWGUVKQP�QP�4GXGPWG�4WNKPI��������6JG�+45�UC[U�[QW�ECP
WUG�VJG�VYQ������VCDNGU�QT�)#/�����DWV�[QW�ECP V�WUG�VJG�NKIJVGT�QH�VJG������VCDNGU
HQT�RQUV����FKUCDNGF���+U�VJCV�EQTTGEV!

/T��%CFGPJGCF���4KIJV��[QW�ECPPQV�WUG�VJG�NKIJVGT�VCDNG���#PF�KV U�KPVGTGUVKPI��QH�VJG
VYQ�VCDNGU�VJCV�VJG[�IKXG�[QW��VJG�NKIJVGT�VCDNG�KU�VJG�RTG������VCDNG�DGECWUG�VJGTG
VJG[�FQP V�CRRN[�VJG�5QEKCN�5GEWTKV[�ETKVGTKC���+H�[QWT�RNCP�JCF�VQ�OGGV�VJG�5QEKCN
5GEWTKV[�ETKVGTKC�CU�C�EQPFKVKQP�QH�TGEGKXKPI�VJGUG�FKUCDKNKV[�DGPGHKVU��KV�YQWNF�UGGO
VQ�OCMG�UGPUG�VJCV�[QW F�DG�CNNQYGF�VQ�WUG�VJCV�NCVGT�VCDNG�VJTQWIJQWV�CNN�QH�[QWT
ECNEWNCVKQPU���$WV�[QW�ECP V�FQ�VJCV��

(TQO�VJG�(NQQT���6JG�RQKPV�+ O�OCMKPI�KU�KH�[QW TG�IQKPI�VQ�WUG�QPG�VCDNG�QVJGT�VJCP
�)#/�����YJ[�PQV�WUG�VJG�JCNH�YC[�KP�DGVYGGP�VCDNG��YJKEJ�KU�VJG�GCTNKGT�FKUCDKNKV[
VCDNG!��,WUV�VQ�NQEM�QP�VQ�C�UKPING�VCDNG�YQWNF�CNNQY�CV�NGCUV�UQOG�FKUCDKNKV[���+U�VJCV
LWUV�VQQ�NQIKECN�HQT�VJG�+45!

/T��%CFGPJGCF���6JCV�KU�VQQ�NQIKECN�HQT�VJG�+45���+�CITGG�VJCV�YQWNF�DG�CPQVJGT
QRVKQP��

(TQO�VJG�(NQQT���9KVJ�TGICTF�VQ�VJG�CRRTQXCN�HQT�EJCPIG�KP�CUUWORVKQPU��KH�VJG
EJCPIG�JCU�CNOQUV��DWV�PQV�SWKVG��VJG�GHHGEV�TGSWKTGF��VJGP�+�FQP V�PGGF�CRRTQXCN!

/T��%CFGPJGCF���6JCV�KU�EQTTGEV�

(TQO�VJG�(NQQT���6JGP�PGZV�[GCT�+�ECP�FQ�KV�CICKP!

/T��%CFGPJGCF���+P�VJGQT[�[QW�OC[�DG�CDNG�VQ�FQ�VJCV���+ O�UWTG�VJCV�YJGP�VJG�+45
EQOGU�QWV�YKVJ�UQOGVJKPI�VJCV�VGNNU�[QW�JQY�[QW�CEVWCNN[�IQ�CDQWV�TGSWGUVKPI�VJKU
CRRTQXCN�CPF�EQOGU�QWV�YKVJ�UQOG�IWKFCPEG��VJG[�YKNN�RTQDCDN[�YCPV�VQ�ENQUG�VJCV
NQQRJQNG�

(TQO�VJG�(NQQT���+H�[QW�EJCPIG�CUUWORVKQPU�CPF�OGVJQFU�KP�VJG�UCOG�[GCT��VJG�VGUV
QPN[�CRRNKGU�VQ�EJCPIGU�KP�CUUWORVKQPU!

/T��%CFGPJGCF���9GNN��YJGP�[QW�UC[�EJCPIKPI�[QWT�OGVJQF��VJKU�EJCPIG�KU�LWUV�HQT
EWTTGPV�NKCDKNKV[��UQ�VJCV�UJQWNFP V�JCXG�CP[�GHHGEV��
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(TQO�VJG�(NQQT���+H�[QW�JCXG�C�RNCP�VJCV�JCU�C�NWOR�UWO�HGCVWTG�CPF�[QW TG�XCNWKPI
VJCV�CUUWOKPI�VJCV�NWOR�UWOU�CTG�RCKF�QWV�CV�2$)%�TCVGU&YJKEJ�CTG�EWTTGPVN[�OWEJ
NQYGT�VJCP�VJG�EWTTGPV�NKCDKNKV[�TCVG&YJGP�[QW�CTG�OGCUWTKPI�HQT�EWTTGPV�NKCDKNKV[
RWTRQUGU��CTG�[QW�UVKNN�TGSWKTGF�VQ�WUG�VJG�EWTTGPV�NKCDKNKV[�TCVG�RTG�CPF�RQUV!

/T��%CFGPJGCF���+ O�INCF�[QW�CUMGF�VJCV��DGECWUG�+�JCF�VJCV�KP�O[�RTGUGPVCVKQP�CPF
TGOQXGF�KV�DGECWUG�QH�VKOG�EQPUVTCKPVU���$WV�PQY�+�ECP�CPUYGT�VJCV���#PQVJGT
KPVGTGUVKPI�RCTV�QH�VJG�4GXGPWG�4WNKPI�������YCU�YJCV�KV�JCF�VQ�UC[�CDQWV�NWOR
UWOU���+P�RCTVKEWNCT��KP�RTQLGEVKPI�EWTTGPV�NKCDKNKV[�VQ�[GCT�GPF��KV�UCKF��$7UG�VJG
GZRGEVGF�TGFWEVKQP�KP�EWTTGPV�NKCDKNKV[�FWG�VQ�DGPGHKVU�RCKF�FWTKPI�VJG�[GCT

KPENWFKPI�NWOR�UWOU��#�0QVKEG�������GCTNKGT�JCF�IKXGP�WU�UQOG�TGUVTKEVKQPU�QP
ECNEWNCVKPI�EWTTGPV�NKCDKNKV[���+V�UCKF�KP�ECNEWNCVKPI�DGPGHKVU�RCKF�WPFGT�VJG�RNCP�
RCTVKEWNCTN[�KP�ECNEWNCVKPI�NWOR�UWO�DGPGHKVU��[QW�JCF�VQ�WUG�[QWT�EWTTGPV�NKCDKNKV[
KPVGTGUV�TCVG���#�NQV�QH�CEVWCTKGU�CUUWOGF�VJCV�OGCPV�VJCV�KP�FQKPI�EWTTGPV�NKCDKNKV[
[QW�YQWNF�JCXG�VQ�WUG�CP�CPPWKV[�CUUWORVKQP��

+�VJKPM�VJKU�OCMGU�ENGCT�VJCV�[QW�FQP V�JCXG�VQ�WUG�CP�CPPWKV[�CUUWORVKQP��DWV�+�VJKPM
0QVKEG�������UVKNN�CRRNKGU���+P�ECNEWNCVKPI�NWOR�UWOU�HQT�EWTTGPV�NKCDKNKV[�RWTRQUGU�
[QW�UVKNN�JCXG�VQ�WUG�[QWT�EWTTGPV�NKCDKNKV[�CUUWORVKQP�CPF��RTQDCDN[��+ O�IWGUUKPI�
GZVGPFKPI�VJG�NQIKE�QH�0QVKEG�������VQ�42#��������0QY�VJCV�YG�JCXG�VJG�TGSWKTGF
OQTVCNKV[�VCDNG�HQT�ECNEWNCVKPI�EWTTGPV�NKCDKNKV[��YG�RTQDCDN[�CNUQ�JCXG�VQ�WUG�VJCV
VCDNG�KP�ECNEWNCVKPI�NWOR�UWOU�CU�YGNN�

(TQO�VJG�(NQQT���6JG�TGHGTGPEG�[QW�CTG�EKVKPI�KU�0QVKEG������!

/T��%CFGPJGCF���0QVKEG���������&KF�+�UC[���!��6JCV�QPG�JCUP V�EQOG�QWV�[GV���+P�VJG
GZCORNG��KP��������KV�JCU�FKHHGTGPV�CUUWOGF�DGPGHKV�RC[OGPV�COQWPVU�HQT�RWTRQUGU
QH�EWTTGPV�NKCDKNKV[�XGTUWU�HQT�RWTRQUGU�QH�RTQLGEVKPI�[QWT�CUUGVU�HQTYCTF���+�CUUWOG
VJCV�FWG�VQ�VJG�OCIPKVWFG�QH�VJG�FKHHGTGPEG��KV U�RTQDCDN[�CVVTKDWVCDNG�VQ�VJG�HCEV�VJCV
VJGTG U�C�NWOR�UWO�CUUWORVKQP�HQT�EWTTGPV�NKCDKNKV[�RWTRQUGU�DCUGF�QP�VJG�EWTTGPV
NKCDKNKV[�TCVGU�CPF��VJGTGHQTG��TGUWNVU�KP�NQYGT�GZRGEVGF�DGPGHKV�RC[OGPVU�

(TQO�VJG�(NQQT���9KNN�RNCPU�YKVJ�HGYGT�VJCP�����RCTVKEKRCPVU�DG�KPENWFGF�KP�VJKU
CFFKVKQPCN�HWPFKPI�EJCTIG�KP�HWVWTG�[GCTU!

/T��%CFGPJGCF���#U�HCT�CU�+�MPQY��RNCPU�YKVJ�HGYGT�VJCP�����RCTVKEKRCPVU�YKNN
RTQDCDN[�PQV�DG�KPENWFGF�KP�VJKU�ECNEWNCVKQP���(QT������CPF�DG[QPF�VJG[�CTG�UWDLGEV
VQ�VJG�GORNQ[GG�PQVKEG�TGSWKTGOGPV�VJCV�VJG[�JCF�DGGP�GZGORVGF�HTQO�HQT�������
$WV�VJG�����RCTVKEKRCPV�GZENWUKQP�JCU�DGGP�EQPUKUVGPV�HTQO�1$4#�VQ�42#�

(TQO�VJG�(NQQT���+H�[QW TG�WUKPI�C�UOQQVJKPI�OGVJQF�HQT�CUUGV�HNWEVWCVKQPU&UQOG
HKXG�[GCT�OGVJQF&CPF�YKVJ�VJG�NCTIG�TWP�WR�KP�CUUGVU�VJCV�OCP[�RNCPU�JCXG
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GZRGTKGPEGF�KP�ECNGPFCT�[GCT�������JCXG�[QW�NQQMGF�CV�VJG�GHHGEV�QH�EJCPIKPI�VJG
CUUGV�XCNWCVKQP�OGVJQF�CPF�OC[DG�ITCFKPI�KV�KP��WUKPI�VJG�OGVJQF�KP�VJG�TGXGPWG
RTQEGFWTG�VJCV�VJG[�CNNQY�[QW�VQ�FQ!

/T��%CFGPJGCF���;GU��YG XG�FQPG�VJCV�KP�C�HGY�ECUGU���#PF�+�FQP V�NKMG�VJG�OGVJQFU
VJCV�VJG[�IKXG�[QW�CWVQOCVKE�CRRTQXCN�HQT��CRCTV�HTQO�OCTMGV�XCNWG���6JG�QVJGT
OGVJQFU�GUUGPVKCNN[�FGHGT�CNN�TGEQIPKVKQP�QH�ECRKVCN�ICKPU�QXGT�HKXG�[GCTU���5Q�KV U
DGGP�FGUKIPGF�VQ�NCI�[QWT�OCTMGV�XCNWG���$WV�HQT�C�PWODGT�QH�ENKGPVU�YG�JCXG
CRRNKGF�HQT�HWPFKPI�OGVJQF�EJCPIGU�CPF�YG�JCXG�IQVVGP�CRRTQXCN�HQT�C�OGVJQF�VJCV
YQWNF�TGUGV�VQ�OCTMGV�CPF�VJGP�UOQQVJ�QWV�VJG�FKHHGTGPEG�DGVYGGP�CEVWCN�CPF
GZRGEVGF�TGVWTP�QP�C�HKXG�[GCT�DCUKU�VJGTGCHVGT�

(TQO�VJG�(NQQT���*QY�FQGU�VJG�����HWNN�HWPFKPI�NKOKV�QXGTTKFG�JGNR�[QW��DGECWUG
[QW�ECP�CNYC[U�FGFWEV�VJG�WPHWPFGF�EWTTGPV�NKCDKNKV[!��*QY�FQ�VJQUG�KPVGTCEV!

/T��%CFGPJGCF���+V U�PQV�C�OCVVGT�QH�FGFWEVKQP���9JCV�VJG�����HWNN�HWPFKPI�NKOKV
FQGU�KU�KV�KPETGCUGU�[QWT�OKPKOWO�HWNN�HWPFKPI�NKOKV�UQ�VJCV�[QW�ECP  V�CXQKF�C
HWPFKPI�TGSWKTGOGPV�KH�[QWT�RNCP�KU�NGUU�VJCP�����HWPFGF���+V�FQGU�PQV�KPETGCUG�VJG
OCZKOWO�FGFWEVKDNG�EQPVTKDWVKQP��

(TQO�VJG�(NQQT���+�FQP V�RTCEVKEG�KP�VJKU�CTGC�UQ�+ O�PQV�VJCV�HCOKNKCT�YKVJ�KV�

/T��%CFGPJGCF���;QW TG�DTCXG�VQ�EQOG�JGTG��

(TQO�VJG�(NQQT���+�RTCEVKEG�KP�VJG�KPXGUVOGPV�UKFG���)QKPI�DCEM�VQ�VJCV�UVTCVGI[
YJGTG�[QW�OCMG�VJG�GZVTC�EQPVTKDWVKQP�KH�[QW TG�DGNQY�����KP�QTFGT�VQ�TGFWEG�[QWT
EQPVTKDWVKQP��+�JCXG�VJG�KORTGUUKQP�CV�QWT�HKTO�VJCV�YG�CTG�CFXKUKPI�QWT�ENKGPVU�PQV�VQ
VCMG�CFXCPVCIG�QH�VJCV�DGECWUG�KV�FQGUP V�OCMG�UGPUG�VQ�NGV�VJG�RNCP�DG�NGUU�YGNN�
HWPFGF�

/T��%CFGPJGCF���9GNN��KP�VJG�NQPI�TWP��KV�EGTVCKPN[�FQGUP V�EJCPIG�YJCV�[QW�JCXG�VQ
JCXG�KP�[QWT�RNCP���;QW�JCXG�VQ�JCXG�GPQWIJ�CUUGVU�VQ�RC[�DGPGHKVU���+V�KU�C�NKVGTCN
KPVGTRTGVCVKQP�QH�YJCV�VJG�NCY�UC[U���+�VJKPM�HTQO�VJCV�RQKPV�QH�XKGY�KV U�RGTOKUUKDNG��
$WV��TGCNN[��CNN�KV�FQGU�KU�FGHGT�VJG�VKOKPI�QH�EQPVTKDWVKQPU��CPF�[QW NN�JCXG�VQ�OCMG
VJGO�WR�NCVGT���+�VJKPM�KV U�KORQTVCPV�VQ�NGV�ENKGPVU�MPQY�VJCV U�YJCV�KU�IQKPI�VQ
JCRRGP���+H�VJG[�TGCNN[�JCXG�C�PGCT�VGTO�ECUJ�ETWPEJ��KV�OC[�DG�TGCNN[�KORQTVCPV�VQ
VJGO�VQ�FGNC[�VJG�VKOKPI�QH�EQPVTKDWVKQPU���+P�VJCV�ECUG��VJG[�OC[�YCPV�VQ�VCMG
CFXCPVCIG�QH�VJKU���$WV�KV U�PQV�IQKPI�VQ�EJCPIG�VJKPIU�KP�VJG�NQPI�TWP�

(TQO�VJG�(NQQT���9QWNF�[QW�CFXKUG�ENKGPVU�CICKPUV�VCMKPI�CFXCPVCIG�QH�VJKU!
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/T��%CFGPJGCF���+�YQWNFP V�CFXKUG�VJGO�CICKPUV�VCMKPI�CFXCPVCIG�QH�KV�CU�NQPI�CU
VJG[ TG�KPHQTOGF�CDQWV�VJG�EQPUGSWGPEGU��

(TQO�VJG�(NQQT���.GV�OG�OCMG�UWTG�VJCV�+ XG�IQV�VJG�EKVG�FQYP�EQTTGEVN[���(QT
EQNNGEVKXGN[�DCTICKPGF�RNCPU��YCU�KV�4GXGPWG�4WNKPI������!

/T��%CFGPJGCF���+�CO�UQTT[��4GXGPWG�2TQEGFWTG��������

(TQO�VJG�(NQQT���6JG�IKUV�QH�KV�KU�VJCV�[QW�JCXG�VJG�QRVKQP��QT�[QW�CTG�TGSWKTGF�VQ
TGEQIPK\G�VJG�WNVKOCVG�DGPGHKV�TCVG!
/T��%CFGPJGCF���42#�TGSWKTGU�[QW�VQ�WUG�VJG�WNVKOCVG�DGPGHKV�TCVG���$GHQTG�42#�[QW
JCF�VJG�QRVKQP��CU�RCTV�QH�[QWT�HWPFKPI�OGVJQF�HQT�C�EQNNGEVKXGN[�DCTICKPGF�RNCP��VQ
TGHNGEV�KV���0QY�[QW�JCXG�VQ���#NN�VJCV�������VGNNU�[QW��YJKEJ�FGCNU�YKVJ�CWVQOCVKE
CRRTQXCN�QH�HWPFKPI�OGVJQFU��KU�VJCV�VJKU�KU�C�EJCPIG�KP�HWPFKPI�OGVJQF��CPF�KV U�QPG
HQT�YJKEJ�[QW�IGV�CWVQOCVKE�CRRTQXCN��

(TQO�VJG�(NQQT���$WV�42#�TGSWKTGU�VJG�WNVKOCVG�TCVG�KP�ECNEWNCVKPI�TGIWNCT�CEVWCTKCN
NKCDKNKVKGU��DWV�[QW�ECP V�TGHNGEV�KV�KP�EWTTGPV�NKCDKNKV[!

/T��%CFGPJGCF���6JCV�KU�EQTTGEV��

(TQO�VJG�(NQQT���9JGP�[QW�UC[�$TGHNGEV�VJG�WNVKOCVG�#�FQ�[QW�OGCP�VCMG�VJG�JKIJGUV
QT�FQ�[QW�OGCP�VCMG�VJG�TCVG�KP�GHHGEV�YJGP�VJG�RGTUQP�KU�CUUWOGF�VQ�VGTOKPCVG!

/T��%CFGPJGCF���4KIJV���(QT�UQOGDQF[�YJQ�TGVKTGU�DGHQTG�VJCV�WNVKOCVG�TCVG
DGEQOGU�GHHGEVKXG�[QW�YQWNF�WUG�VJG�RTKQT�TCVG��

(TQO�VJG�(NQQT���9JCV U�[QWT�HGGNKPI�QP�RNCP�OGTIGTU�CPF�FKHHGTGPV�QRVKQPCN�TWNG
GNGEVKQPU!

/T��%CFGPJGCF���6JCV�ECP�IGV�XGT[�EQORNKECVGF���+�YQWNF�DG�JCRR[�VQ�VCNM�YKVJ�[QW
CDQWV�VJCV�CHVGTYCTFU�KH�[QW�NKMG�DCUGF�QP�[QWT�RCTVKEWNCT�EKTEWOUVCPEGU���+�FQP V
MPQY�VJCV�[QW�ECP�OCMG�UQOG�MKPF�QH�IGPGTCN�EQOOGPV�QP�VJCV��

(TQO�VJG�(NQQT���*QY�FQ�[QW�IGV�VJG�VCTIGV�RGTEGPVCIG�KP�VJG�HKTUV�[GCT!

/T��%CFGPJGCF���(QT�VJG�HKTUV�[GCT�VCTIGV�RGTEGPVCIG�[QW�UVCTV�QHH�YKVJ�[QWT�KPKVKCN
HWPFGF�EWTTGPV�NKCDKNKV[�RGTEGPVCIG��YJKEJ�KU�DCUGF�QP�[QWT������42#�EWTTGPV
NKCDKNKV[�CPF�CUUGVU��TGFWEGF�D[�VJG�ETGFKV�DCNCPEG���+V U�VJG�UCOG�QPG�VJCV�IQGU�KPVQ
[QWT�CFFKVKQPCN�HWPFKPI�EJCTIG�TGSWKTGOGPV�ECNEWNCVKQP�HQT������
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(TQO�VJG�(NQQT���&Q�VJG�HWPFGF�EWTTGPV�NKCDKNKV[�RGTEGPVCIGU�[QW�TGHGT�VQ�CNYC[U
GZENWFG�VJG�EWTTGPV�[GCT�CEETWCN!

/T��%CFGPJGCF���6JCV U�EQTTGEV���6JG�QPN[�GZEGRVKQP�VQ�VJCV�KU�KP�ECNEWNCVKPI�VJG
OCZKOWO�COQWPV�QH�NKSWKFKV[�UJQTVHCNN���.KSWKFKV[�EQPVTKDWVKQP�ECP�DG�PQ�OQTG�VJCP
VJG�COQWPV�VJCV�IGVU�[QW�WR�VQ������HWPFGF���(QT�RWTRQUGU�QH�FQKPI�VJCV
ECNEWNCVKQP�[QW�RTQLGEV�VQ�VJG�GPF�QH�VJG�[GCT�KPENWFKPI�EQUV���;QW�RTQLGEV�[QWT
EWTTGPV�NKCDKNKV[�VQ�VJCV�FCVG�CPF�EQORCTG�VJG�CUUGVU�VQ�VJCV�FCVG�

+�FQP V�VJKPM�VJG�+45�JCU�IKXGP�CP[�FGHKPKVKXG�IWKFCPEG�QP�VJCV���6JCV U�JQY�YG XG
KPVGTRTGVGF�KV���+�VJKPM�KV U�VJG�QPN[�VJKPI�VJCV�OCMGU�UGPUG���$WV�VJCV�FQGUP V�OGCP
VJCV U�YJCV�VJG�+45�WNVKOCVGN[�UC[U�[QW�ECP�FQ��


