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OPERS is providing the 2008 health care report required by Section 145.22 of the Ohio Revised
Code. The OPERS Board of Trustees recognizes that providing quality, affordable, health care
coverage is an important element in providing retirement security for our retirees.

OPERS utilizes a multi-faceted approach to managing its retiree health care program so that
coverage can be provided to both current and future generations of retirees. The OPERS plan
for managing the health care program involves controlling expenditures through active
management, continually evaluating plan design to preserve intergenerational equity, and
maximizing revenue through investment returns for continued funding of the health care trust
fund.

Events in 2008 pertaining to the OPERS retiree health care plan include the following:

e As of Jan. 1, 2008, OPERS began offering the Aetna Medicare Open Plan to Medicare-¢ligible
retirees and their covered, Medicare-eligible spouses. The Aetna Medicare Open Plan is a
private-fee-for-service (PFFS) Medicare plan that has been designed exclusively for OPERS by
Aetna and the Center for Medicare and Medicaid Services (CMS).

e On April 1, 2008 Express Scripts, Inc. began serving as the pharmacy benefit manager
(PBM) for the OPERS health care plan.This was the first change in PBM in 27 years. Medco
had provided pharmacy benefit management for the OPERS health care plan since 1981.
OPERS made this change as the result of a bidding process in collaboration with other Ohio
retirement systems and The Ohio State University.

o The challenges of the investment market in 2008 had a significant impact on
OPERS resulting in the fund realizing its first decline in five years. Total assets in the
OPERS health care trust fund decreased to $9.6 billion in 2008 from $13.3 billion in 2007.

e Market losses in 2008 and the subsequent reduction of the portion of the employer
contribution rate used to fund health care are expected to reduce the solvency years of the
health care fund from 31 years as of Dec. 31, 2007, to approximately 10 to 15 years as of
Dec. 31, 2008. The solvency period measures the length of time the current health care
funds would last given the current level of expenditures.

The OPERS Board of Trustees and staff are aware of the significant challenges ahead in the
form of rising health care costs, uncertainty of federal funding/programs, increased longevity,
and a growing retiree population due to the retirement of the baby boom generation. Despite
these challenges, we are confident that we have a plan in place to meet these challenges and
continue to provide quality, affordable health care coverage for our retirees.
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OPERS first offered health care coverage to its retirees in 1962. The plan was not subsidized by
the system. The retiree paid the entire premium. However, retirees enjoyed the benefit of large
group rates. In 1974, OPERS first began paying premiums for retirees.

To diversify its offering while encouraging retirees to take advantage of expanded services,
OPERS signed an agreement with Kaiser in 1975, thereby offering its first HMO. Through the
years that followed, OPERS offered as many as six alternative plans (HMOs) in a given year,
further expanding retirees’ options.

Mail order prescription services were first offered in 1981. Using National Rx as a business
partner, a 90-day supply could be obtained initially for a $1 co-pay. We also began the formal
introduction of case management as a cost containment measure. Aetna provided the service
and, at the time, was our sole medical third-party administrator.

In 1986, the five-year service eligibility requirement to qualify for health care coverage under
OPERS was raised to the current standard of 10 years.

In 1993, OPERS added a second plan administrator. The plan was also switched from a pure
indemnity plan to a Preferred Provider Organization (PPO) model. The second plan
administrator was Medical Mutual of Ohio, known as Blue Cross and Blue Shield of Ohio at that
time. Adding a second plan administrator offered retirees another set of network providers from
which to choose.

In 1999, OPERS made significant strides in its attention to preventive services and weliness.
Coverage was provided for flu and pneumonia vaccines, and several enhancements were made
to coverage of preventive services and screenings. We continued on that path in 2001;
coverage for routine physical exams, EKGs and diabetes and cholesterol screenings were
added. Coverage for preventive services was raised from 80 percent to 100 percent.

In 2000, prescription medication co-pays for mail order were raised from $0/$2/$8 to
$4.50/$9/$12. The lifetime maximum under the health care plan increased to $2.5 million.

Fiscal year 2003 began with the introduction of the Choices Plan, effective for newly hired
employees only. Choices introduced a service-based approach to providing access to health
care coverage, replacing the automatic 10-year eligibility method. Our first comprehensive disease
management program was also introduced.

Until 2004, OPERS relied on its pharmacy benefit management company to help maximize drug
rebates by switching members to preferred drugs. However, in 2004, OPERS began using
formulary/non-formulary co-pays in its drug plan. This shift in strategy helped to engage
consumers in keeping prescription drugs affordable.
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OPERS HEALTH CARE

CHRONOLOGY OF
PROGRESS

Health care coverage begins
Group Rates — 0% subsidy

1974 OPERS pays premium
OPERS begins funding health care trust
Kaiser HMO offered 1975
1981 OPERS/ORS secure mail
pharmacy in Columbus
Eligibility increase 1986
from 5 to 10 years of service
1993 PPO model replaces indemnity
2 health plan choices
Preventive services expanded 1999
flu vaccines, physicals, etc.
2000 Rx co-pay increased
OPERS consumerism model starts
Eligibility tied to years of service 2003
Disease Management introduced
2004 Incentive formulary introduced
deductibles, co-pays and out-of-pockets
Prescription drug
costs managed
below national average.
2::;";,";‘;;3"??::?:;::e':‘“"h £003 Investments contribute $900 million
leveraged OTC medications, to health care fund
cost-effective alternatives Prescription drug
Plan design and subsidy costs managed
levels changed below national average.
OPERS helps create National $33M in generic savings
Public Sector Health Care Coalition $20M in additional rebates
2006 Contribution changes
Medicare D subsidy
Comprehensive wellness
program developed
Health Care Preservation Plan 2007
implemented
Health Care Preservation Plan “2.0” approved
Wellness program implemented
Incentive Structure and Medicare
Advantage Plan Strategy Developed
2008 OPERS Iintroduces the

Aetna Medicare Open Plan

Express Scripts becomes the
pharmacy benefit manager for the
OPERS health care plan
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The Health Care Preservation Plan 2.0

HCPP 2.0 consists of a multi-disciplinary and strategic set of changes to the OPERS health
care plan purposely designed to extend solvency, reduce unfunded liability and improve
funding. HCPP 2.0 utilizes a balanced approach with responsibilities distributed among OPERS,
retirees, the legislature, employer groups, the greater heaith care community and business
partners. It is not simply a “cost shift” to the retiree or a reliance on increased contributions and
remains consistent with the original HCPP guiding principles.

HCPP 2.0 summary start dates:
1. Wellness Programs (2007/2008)

2. Medicare Advantage Plan (2008)

3. Prescription Drug Program RFP (2007)

4. Member Cost Share Policy 10-20% (2008-2012)

5. Eligibility — Spousal Eligibility at 55 years of age (2011)

6. Legislative Initiatives
a. OPERS board authority to set Medicare B reimbursement level (2009)
b. OPERS secondary for re-employed retirees

7. Disability Management enhancements/update (2009/2010)
8. Medical health plan development/Health plan/pharmacy plan purchasing pool (2008-2010)
9. Asset reallocation to improve investment return assumption (2007)

10. Increased contribution allocation to health care (2008)
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Healthy Living Healthy Retirement began for non-Medicare eligible retirees in September 2007.
A total of 3,632 retirees enrolled in the program during the first year.

The Aetna Medicare Open Plan was made available to retirees beginning Jan. 1, 2008. This
program offers wellness and condition management coaching as well as a fitness gym network
to retirees who enroll. In late 2008, Aetna expanded the network of fithess centers where
retirees can obtain a free membership.

OPERS provides two Disease Management programs. Those enrolled in the Aetna Medicare
Open Plan have access, based on need, to a disease management program through the
medical plan. During 2008, 12,151 retirees and spouses were actively working with a nurse in
this program. An additional 15,828 were being actively monitored without nurse engagement.

LifeMasters provides OPERS Disease Management program for those not yet eligible for
Medicare. During 2008, a total of 33,853 retirees and spouses were enrolled. Approximately
5400 were enrolled in the High Severity Program, about 11,500 were enrolled in the Moderate
Severity Program and 16,900 were participating in the Low Severity Program.
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Senate Bill 267
Amended Sub. SB 267 passed both the Ohio House and Senate and was signed by the Governor

on Dec. 23, 2008 and the Act took effect on March 24, 2009.

SB 267 establishes the monthly reimbursement by OPERS for Medicare Part B premiums at an
amount, determined by the OPERS Board of Trustees, that is not less than $96.40. The
reimbursement cannot exceed the amount paid for coverage. The bill requires the recipient of the
reimbursement to report to OPERS the amount paid for the coverage. OPERS is currently working
toward the implementation of this new statute.

LMedlcare PartB ReimbursemenEJ

$120,000,000 -

$100,000,000 -

$80,000,000 -

$60,000,000 -

$40,000,000 -

$20,000,000 -

$0 -
Yearly Reimbursement Expense

| w2003 ®W2004 12005 w2006 m2007 m 2008

Source: 2008 Comprehensive Annual Financial Report
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Funding:

Beginning in fiscal 2006, the Government Accounting Standards Board (GASB) required
retirement systems to estimate their liability for health care coverage similar to the manner in
which pension liabilities are estimated. However, unlike pensions, the health care coverage
OPERS provides (with the exception of Medicare B reimbursements) is not a guaranteed benefit.
As of December 31, 2007, the date of the latest actuarial valuation, OPERS’ estimated liability
for health care coverage was $29.8 billion and the System had accumulated assets (on an
actuarial funding basis) of $12.8 billion for that obligation. Aithough OPERS had an unfunded
actuarial liability of $17.0 billion, this represented a reduction of $1.7 billion from the valuation as
of December 31, 2006, and an improvement in the funding ratio from 39 percent to 43 percent.
OPERS is one of only a handful of retirement systems around the country that pre-funds any
portion of health care, as the accounting requirements do not mandate pre-funding health care
coverage.

As noted above, health care coverage is not a statutorily guaranteed benefit (with the exception
of Medicare Part B reimbursements) and may be changed to ensure the long-term solvency of
the fund and OPERS'’ ability to provide future coverage. The funding progress of the health care
plan is measured in terms of solvency years, or the number of years that funds are projected to
be available to pay health care coverage under the current plan structure. The market losses of
2008 are expected to reduce the solvency years of the health care fund from 31 years as of
December 31, 2007, to approximately 10-15 years as of December 31, 2008.

Additions to the Health Care Fund:

Additions to the health care fund are comprised primarily of employer contributions and
investment returns. Revenues from member contributions, Medicare Part D reimbursements,
and contract and other receipts comprise the balance.

1. Investment Income — The heaith care portfolio reported a loss of 25.8 percent for the year
ended December 31, 2008, compared to a positive return of 6.9 percent in 2007, resulting in a
$3.4 billion loss in plan assets.

2. Employer Contributions — Employer contributions as a percent of active member payrolis
added $892 miillion to the fund in 2008 — an increase of 28 percent over 2007 revenue. The
majority of this increase is due to an increase in the employer contributions directed to health
care vs. pensions. During 2008, OPERS was able to increase the portion of the employer
contribution rate used to fund health care from an average of 5.5 percent in 2007 to 7 percent in
2008 as a result of favorable market returns in prior years. However, the market losses of 2008
resulted in the portion of the employer contribution rate allocated to fund heaith care being
reduced to 5.5 percent in 2009.
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Additions to the Health Care Fund (continued):

5. Medicare Part D Reimbursements - Fiscal year 2006 marked the first year the new Medicare
law permitted a federal subsidy for employers that offer a high-quality prescription drug program
for retirees and their dependents. The subsidy, which refiects a reimbursement of approximately
25-28% of eligible retiree prescription drug costs, represented over $63 million in revenue for

OPERS in 2008, compared to $59 million in both 2007 and 2006.

12008 Additions to the Health Care Fund
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Source: 2008 Comprehensive Annual Financial Report
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Heaith Care Expenses:

These expenses are comprised of medical and prescription drug costs, as well as
reimbursements to retirees for Medicare Part B premiums. The majority of the $94.4 million
increase in total health care expenses for 2008 occurred primarily in medical expenses
(including claims, administration fees, premiums, and disease management programs), which
increased $78.0 million or 10.4 percent. Increases in prescription drug expenses accounted
for $9.6 million of the total increase, with statutorily required Medicare Part B reimbursements
and deposits to retiree medical accounts comprising the balance of $6.8 million. The overall
breakdown of health care expenses for 2007 and 2006 reflects similar distributions, with
medical expenses averaging approximately 59 percent of the total, followed by prescription
drugs (33 percent) and Medicare Part B reimbursements (7 percent).

|2008 Health Care Expenses by Typ:!

$5,016,829

 $103,938337

l B Medical*  mPrescriptionDrug  Medicare Part8  m Allowance Payment to RMA [

Source: 2008 Comprehensive Annual Financial Report
*Includes Medical, Disease Management, Wellness, Dental and Vision (OPERS receives member
contributions for Dental and Vision).






The future holds many challenges and opportunities
While the challenges remain significant, OPERS has taken steps to meet each challenge including:

e The downturn in investments that OPERS experienced in 2008 has resulted in a decrease in
funding for both health care and pensions. The low return in the investment market have
impacted every sector of the economy and are unprecedented for OPERS. However, the
system remains strong and stable due to our diversified portfolio, disciplined investment
approach and experienced investment staff.

o OPERS baby boomer population retiring — the retiree population is expected to double in less
than 20 years, which will require muitiple approaches and increased demand for health care
education and communications. The OPERS Strategic Plan provides direction to help us
prepare for an increased retiree population.

e Moving our population into a culture of wellness and disease prevention
— from childhood to employment, through retirement. The Health Care Preservation Plan
contains disease prevention and wellness initiatives for our retirees.

e Federal legislation and health care policy — changes to Medicare and health care policy
being discussed at a federal level could have an impact on how OPERS administers the
OPERS health care plan. OPERS monitors federal issues and works with federal counterparts.

e Ongoing health care inflation management
- Biotechnology and medical technology growth, including the challenge of finding a way to
pay for the wave of new specialty drugs.

- Demand for measurable improvements in value of health care, necessitating
quality and transparent pricing. OPERS works with our heaith care vendors to ensure that
we are maximizing cost containment strategies for our member’s benefit.

e Retiree communications — OPERS health care staff has greatly increased its presence in
retiree communities by forming an active partnership with Public Employees Retirees, Inc.
(PERI), the Ohio State University Retiree Association (OSURA) and Rapid Transit
Authority(RTA). OPERS provides PERI, OSURA and RTA with health care related articles for
their monthly and quarterly publications. Also, OPERS health care educators delivered
presentations to more than 80 PERI districts and chapters throughout 2008.

— In 2008, the OPERS health care educators presented 54 seminars to retirees and active
members. This is double the amount of seminars presented in 2007.

— The health care education staff also increased the number of open enroliment seminars to 75
during our open enroliment period in October. During 2008, the seminars were targeted to
Medicare and non-Medicare retirees, with an attendance reaching close to 9,000 retirees.

- January through March 2008, the health care education staff presented 35
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The following information fulfills the requirements of the Ohio Public Employees
Retirement System as outlined in Ohio Revised Code Section 145.22(E). The section and
the System's responses follow:

The Board shall have prepared annually a report giving a full accounting of the revenues and
costs relating to the provision of health benefits under sections 145.325 and 145.58 of the
Revised Code. The report shall be made as of December 31, 1997 and the thirty-first day of
December of each year thereafter. The report shall include the following:

1. A description of the statutory authority for the benefits provided
Appendix A and B are copies of ORC Sec. 145.325 (Medicare benefits for members of
Ohio Public Employees Retirement System), and ORC Sec. 145.58 (Group Hospitalization
coverage; ineligible individuals; service credit; alternate use of HMO).

2. A summary of coverage
The following is an outline of the current OPERS health care coverage:

The 2008 OPERS Health Care Plan

The 2008 OPERS health care plan utilized a Preferred Provider Organization (PPO). PPO
networks are based on a partnership between doctors, hospitals, health plan administrators and
benefit recipients. Doctors and medical facilities that belong to the PPO network agree to
perform services at discounted rates. Because these providers of service provide a cost
savings to OPERS, the 2008 plan design encouraged the use of these providers. While benefit
recipients were able to choose any provider and still receive coverage, they received a higher
level of reimbursement if they chose network providers of service. Once a recipient became
eligible for Medicare, he or she was able to choose any provider of service, regardless of
network status, without a decrease in coverage. The OPERS health plan is secondary to
Medicare.

The 2008 OPERS health care plan utilized the PPO networks of Aetna and Medical Mutual, the
plan’s two administrators. All states in the US were in the OPERS PPO network. Benefit
recipients living outside of the United States were able to choose any provider of services
(regardless of Medicare status) without a decrease in coverage.

Alternate Health Care Coverage

Alternate health care coverage was available to 2008 to OPERS benefit recipients who resided
in certain counties in Ohio (and a few border counties in Indiana, Kentucky and Michigan).
These products included Kaiser Permanente and AultCare PPO. HMO products offered hospital
and medical services through participating physicians and facilities.

OPERS benefit recipients were responsible for the cost difference in HMO coverage if that cost
was more than the cost of the OPERS health care plan.
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The Dental Plan

During 2008, dental coverage was made available to all OPERS retirees and their eligible
dependents regardless of his or her participation in the OPERS health care plan. The dental plan
was intended to help defray the costs of dental care, including oral examinations, diagnostic
services, and extractions, as well as crowns, bridges, and dentures. If a retiree chose to be
covered under the dental plan, a premium payment was deducted from each monthly benefit
check. OPERS does not subsidize this plan.

The Vision Plan

Vision coverage was offered to all OPERS retirees and their eligible dependents regardless of
his or her participation in the OPERS health care plan. The vision plan covered services
provided by an ophthalmologist, optometrist, or optician for examinations, frames, and lenses. A
premium payment was deducted from each monthly benefit check for those recipients who chose
to participate. OPERS does not subsidize this plan.

The Long Term Care Plan

The long-term care plan is a program in which any OPERS retiree, his or her spouse, adult
children, parents and parents-in-law are able to apply for protection from the expense of long-
term care. OPERS does not subsidize this plan.

This plan is designed to cover those long-term care expenses not covered by the basic
hospital/medical coverage (e.g. custodial care), including Medicare. Its intent is to provide daily
cash benefits when the insured is no longer able to independently perform the activities of daily
living.

3. A summary of the eligibility requirements for health care coverage

Following are the eligibility requirements for the OPERS health care plan. These
requirements were in effect during 2008:

Age and Service Retirement

When applying for age and service retirement, a benefit recipient must have 10 years of Ohio
service credit to qualify for the OPERS health care plan. These 10 years may not include out-of-
state or military service purchased after January 29, 1981; service credit granted under a
retirement incentive plan; or exempt service purchased after May 4, 1992.

Disability Retirement
If a person was receiving a disability benefit from OPERS, health care coverage is provided
even if he or she has less than 10 years of service credit.
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If an individual receives a monthly benefit as a surviving spouse or a beneficiary of a deceased
retiree or deceased member, he or she may only enroll those dependents who would have been
eligible dependents of the deceased retiree or member as defined above.

It is the retiree’s responsibility to notify OPERS, in writing, within 30 days of the date his or her
dependent fails to meet eligibility requirements. Failure to notify Ohio PERS could result in overpaid
health care claims for which the retiree will be responsible.

4. A statement of the number of participants eligible for the benefits

As of Dec. 31, 2008, there were 208,857 OPERS retirees and dependents covered under the
OPERS health care plan.

5. A description of the accounting, asset valuation, and funding method used to provide the
benefits

OPERS utilizes an accrual basis of accounting under which deductions are recorded when the
liability is incurred and additions are recorded in the accounting period they are earned and
become measurable. Under this method, OPERS estimates health care claims which have been
incurred at year end, but which are not yet known to the Retirement System. Investment
purchases and sales are recorded as of their trade date. Investment expenses are financed
exclusively through investment income.

Plan investments are reported at fair value. Fair value is, "the amount that a plan can
reasonably expect to receive for an investment in a current sale between a willing buyer and a
willing seller that is, other than in a forced or liquidation sale." All investments, with the
exception of real estate and private equity, are valued based on closing market prices or broker
quotes. The fair value of real estate and private equity investments is based on estimated
current values and independent appraisals.

Employer contributions and investment earnings are used to fund health care deductions. Under
this method, employer contributions equal to 7 percent of covered payroll were used to fund
heaith care liabitities for the period of Jan. 1, 2008 through Dec. 31, 2008. Additionally, revenues
from member contributions, Medicare Part D reimbursements, and contract and other receipts
comprise the balance of health care additions. The market losses of 2008 and subsequent
reduction of the portion of employer contribution rate used to fund health care are expected to
reduce the solvency years of the health care fund from 31 years as of Dec. 31, 2007, to
approximately 10-15 years as of Dec. 31, 2008.

6. A statement of the net assets available for the provision of the benefits as of the last day of
the fiscal year

Please see Appendix C, "Statements of Plan Net Assets - Health Care".
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145.325. Medicare equivalent benefits.

A) Except as otherwise provided in division (B) of this section, the board of the public
employees retirement system shall make available to each retiree or disability benefit recipient
receiving a monthly allowance or benefit on or after Jan. 1, 1968, who has attained the age of
sixty-five years, and who is not eligible to receive hospital insurance benefits under the federal
old age, survivors, and disability insurance program, hospital insurance coverage substantially
equivalent to the federal hospital insurance benefits, Social Security Amendments of 1965, 79
Stat. 291, 42 U.S.C.A. 1395¢, as amended. This coverage shall also be made available to the
spouse, widow, or widower of such retiree or disability benefit recipient provided such spouse,
widow, or widower has attained age sixty-five and is not eligible to receive hospital insurance
benefits under the federal old age, survivors, and disability insurance program. The widow or
widower of a retiree or disability benefit recipient shall be eligible for such coverage only if he or
she is the recipient of a monthly allowance or benefit from this system. One-half of the cost of
the premium for the spouse shall be paid from the appropriate funds of the public employees
retirement system and one-half by the recipient of the allowance or benefit.

The cost of such coverage, paid from the funds of the system, shall be included in the
employer’s rate provided by section 145.48 of the Revised Code. The retirement board is
authorized to make all necessary rules pursuant to the purpose and intent of this section, and
shall contract for such coverage as provided in section 145.58 of the Revised Code.

B) The board need not make the hospital insurance coverage described in division (A) of this
section available to any person for whom it is prohibited by section 145.58 of the Revised Code
from paying or reimbursing the premium cost of such insurance. HISTORY: 132 v H 402 (Eff 12-
14-67); 136 v H 1 (Eff 6-13-75); 137 v H 1 (Eff 8-26-77); 139 v H 126 (Eff 6-13-81); 144 v S 346
(Eff 7-29-92); 148 v H 628 (Eff 9-21-2000).
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The board may provide for self insurance of risk, or level of risk as set forth in the contract with the
companies, corporations, or agencies, and may provide through the self insurance method specific
benefits as authorized by rules of the board.

(C) The board shall, beginning the month following receipt of satisfactory evidence of the payment
for coverage, pay monthly to each recipient of service retirement, or a disability or survivor benefit
under the public employees retirement system who is eligible for medical insurance coverage under
part B of Title XVIIl of “The Social Security Act,” 79 Stat. 301 (1965), 42 U.S.C.A. 1395}, as
amended, an amount determined by the board for such coverage that is not less than ninety-six
dollars and forty cents, except that the board shall make no such payment to any ineligible
individual or pay an amount that exceeds the amount paid by the recipient for the coverage.

At the request of the board, the recipient shall certify to the retirement system the amount paid by
the recipient for coverage described in this division.

(D) The board shall establish by rule requirements for the coordination of any coverage, payment,
or benefit provided under this section or section 145.325 of the Revised Code with any similar
coverage, payment, or benefit made available to the same individual by the Ohio police and fire
pension fund, state teachers retirement system, school employees retirement system, or state
highway patrol retirement system.

(E) The board shall make all other necessary rules pursuant to the purpose and intent of this
section.

(ENACTED: SB 256, Eff. 10/14/59; HB 957, Eff. 10/27/61; HB 225, Eff. 11/13/65; HB 430, Eff.
11/20/73; HB 268, Eff. 8/20/76; HB 1, Eff. 8/26/77; HB 126, Eff. 6/13/81; HB 236, Eff. 2/2/82; HB
631, Eff. 3/28/85; HB 706, Eff. 12/16/86; SB 124, Eff. 10/1/87; HB 382, Eff. 6/30/91; HB 383, Eff.
5/4/92; SB 346, Eff. 7/29/92; HB 151, Eff. 2/9/94; SB 82, Eff. 3/6/97; SB 67, Eff. 6/4/97; HB 222,
Eff. 11/2/99; HB 535, Eff. 4/1/01; SB 247, Eff. 10/1/02; SB267, Eff. 3/24/09)
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2007 2006 2004*
Additions:
Members' Contributions $82,695,255 $79,198,959 $71,718,182 $63,408,347 $58,975,931
Employers’ Contributions $891,561,073 $695,967,837 $538,312,995 $457,325,506 $461,788,996 |  $579,904,361
Contract and Other Receipts $66,343,542 $45,534,017 $93,724,104 $7,234,092 . $20,897,027
Medicare Part D Reimbursements $63,310,194 $59,075,120 $58,987,181
Other Income, Net $614,989 $70,498 $1,306,783 $548,364
Total Non-Investment Income $1,104,525,053 $879,846,431 $764,049,245 $528,516,309 $541,661,954 $579,904,361
Income/ (Loss) from Investing Activities:
Net Appreciation / (Depreciation) in Fair Value ($3,734,049,668)| $479,748,239 | $1,048,846,038 $382,822,937 $856,405,146| $1,880,567,921
Bond Interest $182,944,355 $211,556,481 $179,769,220 $124,871,047 $122,129,931 $108,848,479
Dividends $138,099,121 $160,715,579 $106,148,349 $99,647 424 $107,071,190 $90,394,749
Real Estate Operating income / (Loss), net $0 $52,299,350 $68,149,246
International income $552,901 $9,981 $143,649,645 $262,947,660 $165,266,361 $114,250,161
Other Investment income / (Loss) $147,998 $13,229,442 $2,829,179 $6,773,879 $10,401,718 $9,872,674
External Asset Management Fees ($8,674,498) ($10,491,258) ($10,797,650) ($7,188,895) ($13,599,165)| {$14,091,697)
Net Investment Income / (Loss) ($3,419,879,791) $854,768,464 | $1,470,444,781 $869,874,052 | $1,299974531| $2,257,991,533
From Securities Lending Activity:
Security Lending Income $103,004,243 $120,699,574 $94,382,644 $34,774,804
Security Lending Expenses ($79,967,808)(  ($113,044,477) ($89,727,122) ($31,691,948)
Net Securities Lending Income $23,036,435 $7,655,097 $4,655,522 $3,082,946 $1,861,915 $677,601
Less: Investment Administrative Expenses ($3,703,986) ($3.809,128) ($4,040,472) ($4,056,337) ($4,544,563) ($603,059)
Net Income / (Loss) from Investing Activity ($3,400,647,342) $858,614,433 | $1,471,059,831 $868,900,661 | $1,297,291,883 | $2,258,066,075
TOTAL ADDITIONS ($2,296,122,289)| $1,738,460,864 | $2,235,109,076 | $1,397,416,970 | $1,838,953,837 | $2,837,970,436
Deductions:
Health Care Benefits $1,377,146,173 | $1,282,776,044 | $1,231,870,038 | $1,152,941,961 | $1,040,949,675 $907,769,092
Administrative Expenses $13,596,943 $10,796,417 $10,882,971 $7,875,355 $2,694,253 $2,679,981
TOTAL DEDUCTIONS $1,390,743,116 | $1,293,572,461 | $1,242,763,009 | $1,160,817,316 | $1,043,643,928 $910,449,073
Net Increase/ (Decrease) ($3,686,865,405) $444,888,403 $992,346,067 $236,599,654 $795,309,909 | $1,927,521,363
Net assets held in trust for pension and
Post-employment health care benefits:
Balance, Beginning of Year $13,282,947,482 | $12,838,059,079 | $11,845,713,012 | $11,609,113,358 | $10,813,803,448 | $8,886,282,086
BALANCE, END OF YEAR $9,596,082,077 | $13,282,947,482 | $12,838,059,079 | $11,845,713,012 | $11,609,113,358 | $10,813,803,449

Source: 2008 Comprehensive Annual Financial Report

“Additions and Health Care Benefits were restated to delineate contracts and other receipts; years prior to 2004 are not restated
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