





OFFICE OF STATE TREASURER

State Capitol, 600 Dexter Avenue, S-106
Montgomery, Alabama 36104
Phone: 334-242-7500 Fax: 334-242-7592

www.treasury.alabama.gov

YOUNG BOOZER
TREASURER
GLENDA ALLRED  vanuary 17, 2017
Deputy Treasurer
TO: Governor Robert Bentley
DARIA STORY Lieutenant Governor Kay Ivey
Dstitine Tieaurer Speaker Mac McCutcheon

RE: FY16 Annual Report of PACT

Act No. 2010-725 requires that the PACT Program prepare an annual report,
including details regarding the actuarial soundness of the program, and
transmit said report to the Governor, Lieutenant Governor and the Speaker of
the House of Representatives.

Fiscal year 2016 was another positive time for the PACT program. The PACT
Program is considered actuarially sound accerding to the actuarial report of the
plan prepared by Sherman Actuarial Services dated October 18, 2016.
Operations continued to run efficiently and more cost effectively. During its May
meeting the Board approved a 6% increase in Tuition and Fees paid beginning
in the fall semester of 2016. At the end of the fiscal year the funded ratio was
114.2%. o

This memorandum and the attached reports, including the actuarial report by
Sherman Actuarial Services and PACT Board member demographics,
constitute the required annual report. The annual audit of the PACT Program
will be posted to the State Treasury website at www.treasury.alabama.gov
immediately upon completion. Please contact me with any questions you may

have at (334) -7523.
Respectfully submitted,

g

Yo :
St(‘a e\Treagurer and Ghair, PACT Board of Trustees

CcC: p. Steve Clouse
p. Bill Pocle
enate Pres. Pro Tem Del Marsh

Sen. Arthur Orr
Sen. Trip Pittman
PACT Board members
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To the Board:

The Wallace-Folsom College Savings Investment Plan Act provides that the Board of Trustees ("Board")
shall obtain appropriate actuarial assistance to establish, maintain, and certify a fund sufficient to defray
the obligation of the Alabama Prepaid Affordable College Tuition Trust Fund, and shall annually
evaluate, or cause to be evaluated, the actuarial soundness of the PACT Trust Fund. The following pages
summarize the actuarial valuation of the PACT Trust Fund performed by Sherman Actuarial Services as
of September 30, 2016.

A comparison of the assets and liabilities of the PACT Trust Fund shows that as of September 30, 2016
there is a surplus of approximately $68.2 million, which represents a funded ratio of 114.2%. This does
include last May’s one-time increase of 6% in tuition and fee payments to schools. Plans that have
funded ratio greater than 100% are considered actuarially sound.

The actuarial valuation was performed based upon generally accepted actuarial principles, and tests were
performed as considered necessary to ensure the accuracy of the results. We certify that the amounts
presented in the following pages have been appropriately determined according to the actuarial
assumptions stated herein.

[n our opinion, the methods and assumptions are reasonable for projecting the expected financial results
of the PACT Trust Fund.

The methods, assumptions and data used in the actuarial evaluation of the PACT Trust Fund are described
in the following pages. Daniel Sherman is an Associate of the Society of Actuaries. He is a Member of
the American Academy of Actuaries and meets the Qualification Standards of the Academy to render the
actuarial opinions contained herein. This report has been prepared in accordance with all applicable
Actuarial Standards of Practice, and we are available to answer questions concerning it.
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