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Plex Dental Plan

• Coverage

Pre-Age 65 Flex Plan Option. A, B, or C.

•
~

t
f•,
!
I

- Po.t -Age 65

• Company Contribution

- Pre-Age 65

- Po.t-Age 65

• Lifetime Deductible

• Coin.urance

Option B.

Plax credit. adju.ted annually
which vary by retiree health care
region.

Company paid.

Option A:
None

Option B:
$50 per per.on/$150 family

Option C:
$50 per per.on/$150 family

Wai~d for routine preV8Dtive aDd
diagno.tic care.

I
t

- Routine

- Corrective

Option A:
Option B:
Option C:

Option A:
Option B:
Option C:

100"
100" of HC
100" of HC

Not covered
Schedule
75% of HC but no le••
thaD Schedule

- Orthodontia Option A:
Not cOYered

Option B:
Schedule (lifetiae mAximum
$1,500 per per.oD)

Option C:
Schedule (lifetiae ••ximga
$1,500 per per.on)

• Annual lfaxi.mum. for
All Non-Orthodontia

3415AAV.007/02 07/93

Option A:
Option B:
Option C:

$250 per per.on
$1,250 per per.oD
$1,250 per per.OD
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PLAN PROVISIONS (Continued)

Dental Bxpen.. Plan

*Schedul. incr..... 5% .ff.ctive Janu.ry 1, 1996 and Jaauary 1,
1995 exc.pt p.riodontic. which incr..... 10% .ff.ctive
January 1, 1995.

• Company Contribution

• Lifetime Deductible

• coin.urance

- Routin.

- Corr.cti....

- Orthodontia

• Maximum Ben.fit.

- Non-Orthodontia
(Annual)

- Orthodontia
(Lif.time)

Company paid.

$50 p~r p.r.on for corrective care
aDd orthodontia, waiv.d for
routine preventive and diagno.tic
care.

100% of bC.

Schedul•• *

Schedule. *

$1,250 per per.on (.ff.ctive
January 1, 1996, $1,500).

Lif.time .axiwua $1,500 p.r per.on
(.ff.ctive Janu.ry 1, 1996,
$2,000).
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PLAN PROVISIONS (Continued)

Medicare Part B Premium Reimbursement

• Employees Hired Post
01/01/90

• Retired Post-07/01/85

• Retired Pre-07/02/85

Life In.urance Plan

• Initial Benefit

• Ultimate Benefit

• Reduction Pattern

- Prior to Age 66

- At Age 66

• Annual Ba.e pay

• Company Contribution

No coverage.

$15.50 per month (retiree only).

$27.90 per month (retiree and
spou.e) .

100% of annual ba.e pay at retire
ment rouncSed up to the next
$1,000.

50% of initial benefit.

Ho reduction.

Reduced beginning at age 66 in
five equal aDDual .tep. to 1/2 the
initial benefit at age 70 or
older.

Ba.ic wag. rate, aDDUal
Perforaance incenti..... , plus
incenti.... ca.pen.ation (e.g.,
.a1e. c~••ion.). If incentive
cCIIIIP8D.ation i. u.ed, it i. ba.ed
on the average"aDDua1 incentive
c~.ation paid for the 36-mcnth
Period prior to retirement.

COIDP&ny paid.

~. 3415AAV. 007/02 07/93 Page 13 •Hewitt Associates



HEALTH CARE CLAIMS DEVELOPMENT
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HBAL'1'II CARl: CLAIMS DZVZLOPMDIT

Retiree health care costs for 1993 are based on actual 1993
company contributions to the flexible benefit plans and 1991
paid cla~s for the other retir.. groups. Due to the size of
the cla~ base, no creditability or amoothing adjustments were
made in the rating process. This approach assWiles that the
retiree cla~ base is representative of current and future
(with cost trend) plan costs. The 1991 clatm. cost ..s
-trended- to 1993 based on the assumptions outlined in this
section.

• Flexible Benefit Plans - 1993 COIIIPany Contribution

- Pre-Age 65 Coverage

Health Care Region

Greater New York City

Greater Boston

Other New England

Other

- Post-Age 65 Coverage

Total 1991 Paid Clatas

Medical
(Per IIonth)

$358.36

$334.68

$244.92

$247.24

Dental
(Per IIonth)

$55.95

$53.45

$51.03

$52.29

Medical

Estimated Adjus~t to True
Age for Dependent Claias
Reported Bas.d CD Retir.. Age

Adjusted 1991 Paid Clatm.

Average 1991 Covered Group

1991 Average paid Claia Per
Covered Participant

Trend (2 Years at 8.0% Per Year)

1993 Expected Cost Per Covered
Participant

524,289

$ 958,782

$ 803

$ 937

3~15~.007/02 07/93 page 14 •Hewitt ASSOCIates



DAL'1'II CAJlB CLAIMS OZVZLOPMDl'l' (Continued)

• M.dical J:xpen•• Plan

Medical
Pr.-Ag. 65 Po.t-Age 65

f.

Total 1991 Paid Claim.

z.timated Adju.tmant to
Tru. Ag. for Dependent
Claia. Reported Ba.ed On
R.tire. Age

Adju.ted 1991 paid Clatm.

$16,763,6~~

+ ~,7S6,371

$17,5~7,993

$19,6~S,113

$16,S43,76~

Average 1991 COYered Group

1991 Averag. Paid Claim.
Per Coy.red participant

TreDd (~ Y.ar. at 13% aDd
lS%)

1993 Expected Co.t Per
Cov.red participant

+

$

x

$

5,666

3,096

1.3334

6,1~6

+

$

x

$

17,~61

977

1.3334

1,303

Age Grad.d Rate.

Th. claia. rat. for the -.4ieal expen•• plan ba. been e.tab
li.b.d ••parately for the UDd.r ag. 65 and OYer ag. 65 group••
Actual co.t. will be influenced by age at r.tir..-nt and
ov.rall aging of tb. r.tir_ group. To r.cogniz. thi. in the
valuation, we u.ed ag.-graded co.t. a••uming incr..... a.
follow.:

lla4ic:al BxpeD•• Plan

tTDder Age 65

Over Age 65

~.O% per year

1.0% p.r ye.r up to age SO

3615AAV.007/0~ 01/93 page 15 •Hewitt Associates



HBAL'l'B CARB CLAIMS DZVELOPMEN'!' (Continued)

• Dental Plans (Plex Dental and Dental Expense Plan)

The following cost per participant was used for participants
in the Dental Expense Plan and post-age 65 participants in
the Flex Dental Plan.

Dental

Total 1991 paid C1a~s $7,279,709*

Average 1991 Covered Group

1991 Average Paid Cla~s Per
Covered Participant

Trend (2 Years at 5% Per Year)

1993 Expected Cost Per Participant

+

$

x

$

36,539*

199

1.1025

219

*Cla~s and covered individuals include experience for the Plex
Dental Plan due to the inability to identify pre- and post-age
65 dental c1a~s for the flexible benefits program.

3415AAV.007/02 07/93 Page 16 •HeWitt Associates



B:BAL'l'B CAJU!: CLAIXS DZVBLOPMDrl' (Continued)

• Administrative Cost

Total 1991 Administrative
Co.t

$3,631,709

Dental

$566,445

Average Covered Retiree. + ~1,435 + ~~,555

1991 Average Admini.trative
Co.t Per aetiree

$ 160 $ 25

Trend (~ Year. at 3.5% Per
Year)

x 1.071~ x 1.071~

1993 Admini.trative Co.t.
Per Retiree

$ 171 $ ~7

3615AAV.007/0~ 07/93 Page 17 •Hewitt Associates
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ACroMIAL ASSUMPTIONS

• Mortality Table

- Active

- aetiree

- Dependent

• withdrawal

• Disability

• aetir-.nt Age

• Plan participation

• Dependent Coverage

- .ew aetirees

Kale

.....le

- CUrrent a.tire.s

• Spouse Ag.

• HMO Participation

• Calculation Dat.

See Table A.

S.e Table B.

1983 Group Annuity Mortality
Table.

S•• Table C.*

S.e Table D.

S•• Table B.*

All employe.s assumed to elect
coverag••

80%.

40%.

Based on current coverage
elected.

A "if. is assuaedto be thr_
years younger thaD her
hu.band.

Cost of HIm participation is
a.sua.d to be identical to
in4-.nity plan••

January 1, 1993.

*'l'h.s. tables represent a sample of the entire set of
assumption••

341SAAV.007/02 07/93 Page 18



AC'1't7ARIAL ASStJKP'1'IONS (Continued)

Demographic A••umption. (Continued)

• Employe. Data

I

- Retir.e.

- Activ••

The 1992 cen.u. data with 1992
rMP retir.e. added, was valued
a. of January 1, 1992 and
proj.cted forward to
January 1, 1993 a••uaing DO
actuarial gain or 10•••

The 1992 cen.u. data, reduced
for all 1992 rMP .eparation.,
... valued at January 1, 1993.
T-.porary 8IIPloyee. who have1... thaD 5year. of .ervice
are excluded frc:a the
calculation. The aDDual ba••
pay for the life in.urance
benefit ... ba.ed on 1992 pay
projected to 1993 at 4.5% •

3415AAV.007/02 07/93 page 19 •Hewitt Associates
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ACTUARIAL ASSUMPTIONS (Continued)

Economic As.umptions

• Discount Rate

• Expeeted Rate of
Return on Plan Assets
(After-Tax)

- Realth Car.

- Lite Insurance

• Salary Growth

• Medical Cost Growth

- Pr.-JUly 2, 1985
Retire.s

- Post-JUly 1, 1985
Retire.s

• Dental Cost Growth

• Administrative Cost
Growth

8.5%.

7.5%.

8.5%.

4.5%.

Medical trend rat. (s•• Table
1') •

Medical inflation rate (s••
Tab1. 1').

s•• Table 1'.

3.5%.

I'or all r.tir••s with a
Pension .ffeeti". Date prior
to January 2, 1984, post
r.tir..-nt medical and dental
costs ar. r.iJlbu.rsed based on
a constant factor currently
equal to 11.11% of total
costs.

3415AAV.007/02 07/93 Page 20 •Hewitt Associates
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TABLE C

PROBABILITY OJ' WI'l'BDRAWAL

MAL!: PAR'1'ICIPAN'l'S

Entry Service
Age 0 5 10 15 20 25

15 .1040 .0130 .007~ .0050 .00~9 .OO~O

~O .1041 .015~ .0070 .0049 .OO~O .001~

~5 .104~ .0~30 .0109 .0040 .001~

30 .1010 .0199 .0110 .OO~~ .0003

35 .0949 .0140 .008~ .0013

40 .0891 .01~~ .00~3 .0008

45 .0843 .0113 .0008 .0007

50 .0815 .0059 .0007

55 .0761 .0007

PBIIALB PAR'1'ICIPAH'l'S

Entry Service
Age 0 5 10 15 20 25

15 .0947 .0417 .0336 .0153 .0048 .0036

~O .0947 .0436 .0~53 .0138 .0046 .0010

~5 .0936 .0453 .0158 .0096 .0030

30 .0903 .0~98 .0096 .0040 .0007

35 .0858 .0136 .0080 .0007

40 .0806 .0080 .0047 .0035

45 .0741 .0067 .0005 .00~5

50 .0708 .0165 .0106

55 .0696 .0~46

,

3~15.u.V.007/0~ 07/93- .'-
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TABLE E

PROBABILITY OF U'1'IIlBMI:N'1'

DLB PAR'1'ICI purrs

BD.try Service
Age 15 20 25 30 35 flO f15 50--
15 .012 .016 .085 .220 .300

20 .013 .062 .196 .300 1.000

25 .015 .041 .161 .300 1.000

30 .026 .126 .300 1.000

35 .036 .072 .300 1.000

40 .050 .300 1.000

45 .300 1.000

50 .300 1.000 ~.
.,

55 1.000 ,~

:~

..-az.- P.lJft'ICIPAIft'8

BD.try Service
Age 15 20 25 30 35 40 45 50

15 .029 .052 .116 .212 .300

20 .032 .101 .204 .300 1.000

25 .040 .079 .181 .300 1.000

30 .096 .161 .300 1.000

35 .126 .146 .300 1.000

'0 .136 .300 1.000

45 .300 1.000

50 .300 1.000

55 1.000

3415AAV.007/02 07/93 page 25 •Hewitt Associates



TABU P

Baployer Co.t Growth

Net lledical
TriJid Inflation Ret Dental

Year Rate Rate Trend Rate

1993 16.0% 8.0% 5.0"
1994 14.0 8.0 4.5
1995 13.0 8.0 4.0
1996 12.0 7.0 3.5
',997 11.0 6.0 3.5

1998 10.5 5.5 3.5
1999 10.0 5.0 3.5
2000 9.5 4.5 3.5
2001 9.0 4.0 3.5
2002 8.5 3.5 3.5
2003 8.0 3.5 3.5
2004 7.5 3.5 3.5
2005 7.0 3.5 3.5
2006 6.5 3.5 3.5
2007 6.0 3.5 3.5
2008+ 5.5 3.5 3.5

3415AAV.007/02 07/93 Page 26 •Hewitt Associate.
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OVBKVIBW 01' I'AS 106

• H.alth car. beD.fit.---.dical aDd deatal,

•Hewitt AssociatesPage 27

Background

~n December 1990, the I'inancial Accounting Standard. Board
~inalized the accounting rul.. for po.tr.tireaent beD.fit.
other than penaiona in Stat..-nt of Pinancial Accounting
StaDdarda No. 106 (-PAS 10'-). Th••• rul•• , generally
effecti~ for the fir.t fi.cal year begiDDing aft.r
Dec-.ber 15, 1992, require .-pla,yer. to charg. the co.t of
po.tr.tirement benefit. (.c.t notably po.tr.tir..eDt m84ical
beD.fita) again.t inca.. over the working lif.tt.e. of
1JIPloy... • Thia i. in aharp contraat to the current practice
,f expen.ing po.tr.tir..-nt beD.fit co.t. only wben the r.lated

beD.fita are paid, wbich i. aft.r .-ployee. r.tir••

Th. new expan.. calculation con.ider. expected future -.dical
co.t., DOt ju.t the coat of beD.fit. today. It al.o includ•• an
accrual for all active .-pla,ye••, valuing the beDefit. they are
anticipated to rec.ive in r.tir..eDt baaed on the lik.lihood that
they will .tay .-played until .ligibl. for po.tr.tir..-nt
beD.fita.

Scope of I'AS 106

I'AS 106 appli•• to all po.tretir..-nt beD.fit. oth.r thaD
pan.ion., including:

Th. caabined .ff.ct of projecting -.dical co.t incr..... aDd
{ncluding the active work forc. produc•• a ~ch larger expen••

1&J1 that d.terained UDder the current practice of expen.ing
\Jnly current claim. of current r.tir_••

Oth.r ..lfar. beD.fit.--day car., legal ••rTic••, hou.ing
subaidie., tuition a.ai.tanc., .tc.

Th. atat..-nt appli.. to any arrang..-nt that i. in .ub.tanc. a
po.tretir8IDeat beD.fit plan. It can be writtea or w:rwrittan.

Subatantive Plan

'e accounting for po.tr.tir~t beD.fit. i. ba.ed upon the
..I.b.tantiv. plan, which i. the plan a. UDd.r.toed by the

eaploy.r aDd employee.. QaDerally, it i. the written plan, but
an employ.r'. co.t .haring polici.. a. ...ideaced by pa.t
-actice or communication to .-ploy... may diff.r f~ the
itten plan.

3415AAV.007/02 07/93



OVBJlVIn 01' PAS 106 (Continued)

I'AS 106 Teraino1ogy

•Hewitt Associatespage 28

IEXPECTED POSTRETIADIENT DISCOUNT ]
BEHEm 08L1GATlOH (EPeO) _

~~~~~-

IACCUWUl.ATED Poe rM'1'1IIIEM8fT AIT'URE
ea.eFIT 08LIClAl'IOH WBO) SEIWICE COST

~~~====

l:n: I=-
~~--------

• ne ~tad Po.tretir~t BeDafit Ob1igatioD (••-0) i. the
actuarial pre.eDt Yalue of all PO.tretir..-nt biDifit.
azpec:tad to ba paid to ..ch -.p1oyee aDd hi.fur cOTarad
dapen4ant. in tlwl future. The calculation con.ies-r. the
probaJ)ility that the -.p1oyea will r_iD with tha Ce-pany
UDti1 retir-.nt, the axpectad r.tir-.nt aga, aDd the
anticipatad leva1 of -.dical c1ata. at that tta..

'!'he EPBO i. not u.ad diract1y in the axpan•• c.1cu1.tion nor
i. it di.c10.ad. Zt i., howaver, a good ....ur. of tot.1
expo.ure.

IEXPECTED FI1TUAE ......lTll CA8H ...OW ]

• '!'he AcC1DaU1.tad Po.tr.tir-.mt BeDafit Ob1igatiaa. (U8O) i.
the portion of the IPIO that i. .ttribUted to allPloye•
• ervice ranes-red prior to the valuation date:

I'or retired -.p1oyee. aDd activa. wb.o hava reached their
Pull Eligibility Dat., the U80 equ.l. the .P8O.

I'or acti.- -.p1oyee. not y.t e1igib1. for full beD.fit.,
the UBO aqual. a pro rata portion of the BP80 ba.ad on
year. of ••J:Yic. worked prior to the Ya1uation date to
tho•• expected to ba workad at the Pull B1igibi1ity Date.

n. UBO i. u.ed in the accounting calculation. to e.tab1i.h
the plan'. funded .tatu. aDd to dev.lop PO.tretireaent
ben.fit expeD•••

• n. Tran.ition Ob1igatiaa. i. the unfUDded aDd UDr•••rve4
portion of the DIO a. of tlwl date of initial app1icatiaa. of
the accounting .tandard••

3415AAV.007/02 07/93



onrnDf or I'AS 106 (CoDtiDu8d)

• Tb. prior SerYic. Co.t i. the iDcr.... or deer.... in the
AJtBO au. to • pIa ~dllent .u!).equent to initi.l
.pplic.tion of the .ccounting .t&Ddard.. Tba onr.cogniz8d
Prior S.rvic. Co.t i. the portion of the Prior service Co.t
that ha. Dot been recogniz8d a. a part of aDDual expen•••

• Tb. S.rvic. Co.t i. on.-year'. pro r.ta .har. of the BPBO
for current actl~ .-pla,yee.. Tb.r. i. DO service Co.t for
r.tir... or .cti~ .-pla,yee. Wbo ha~ alr••d¥ met the
.ligibility cODdition. for full beD.fit••

• Tbe Di.cOWlt Rat. i. the int.r••t r.t. ..1ecte4 •• of the
_.aur~t ait. to 4etU'llizw the pr••ent value of future c••h
outflow of PO.tretir~t PayaeDt.. rUB augg••t. that
.-player. .hould look to r.t•• of r.turn on high-qgality,
fixe4-iDCc:.e iD~.~t. currently .vailabl. who•• c••h flowa
..tch the tiaing and UIOWlt of .-pect8d beD.fit p.yaeDt••

• Tb. lUll Bligibility Dat. i. the date .t which an .-ploye. baa
reDdirid .11 ••rvic. nec••••ry to rec.i~ all of the ~fit.
expect8d to be rec.ived by that -.ploye••

• Tb. Attribution P.riod i. the Period to which .PBO i •
•••ignid. It biiin••t hire date and aDd. at the .-ploye.'.
I'Ull Bligibility Dat••

Ca-ponent. of 1IxpeD••

'!'h. cQllPODent. of expml.. (-net Periodic PO.tr.tir~t beD.fit
co.t- u.iDg I'AS 106 t.~DOlogy) ar.:

• '!'h. S.rvic. Co.t i. the portion of the JlPBO .ttribat8d to
.-ployee ••rvlc. ~iDCl' the fi.c.l period (.g.in, attributing
co.t. to full .ligibility tn.t.ad of over the whol. ..rvic.
Period) •

• '!'h. I:Dter••t COR .CCOWlt. for the !Der.... in the AJtBO due to
the p••••g. or tlM. I:t i. c.lcul.ted •• int.r••t OIl the
AJtBO, 1••• int.n.t on expected beD.fit Pa~t••

• Tb. 1bIpected ...tUrD OIl Plan ~••t. .CCOWlt. for the· expected
••r.D1ng. on c.itain pIa ••••t. ..t ••ide to proyid. ~fit.
UDd.r the•• plan••
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OVB1t.VIBW 01' PAS 106 (Continued)

,
• The Tran.ition Obligation i. amortized on a .traight-line

ba.i. o~r the a~rage remaining .ervice period of acti~ plan
participant., or 20 year. if greater. Alternatively, an
.-player can choo.e to recognize the tran.ition obligation
i_ediately in the net ince-. of the cOllPliance year a. the
effect of a change in accounting principle. Hote that a
single _thad of tran.ition mu.t be used for all
po.tretir..-nt plan.. Al.o, any pha.e-in recognition may not
be le•• thaD pay-a.-you-go accounting.

The prior Service Co.t, if any, i. generally .-ortized over
the r ...lnlng .ervice to full eligibility of each plan
participant active on the <Sate of the ...adlleat.

• Any OJ1recognized Qain or Lo.. exceeding 10" of the DBO i •
•ubject. to aaortlzatlon. 'filii aiDiaua .-ortization is the
axce.s divided ~ the average r ...iDiag .ervice Period of
active plan participant••

3415AAV.007/02 07/93 Page 30 •Hewitt Associates



OVI:RVIBW or rAS 106 (Continued)

U.ing the cOlllPOD8Dt. above, the aDDual expen.e und.r PAS 106
equal.:

,a) Service Co.t; plus
(b) Int.re.t Co.t; minus
(c) Expected aeturn on Plan A•••t., if any; plus
(d) Amortization (or one-tu. charge) of '!'ran.ition Obligation;

plus
f e ) Amortization of Prior Service Co.t, if any; plus
<f) aequired Amortization of (Gain.) or Lo•••••

In the initial year of cc.pliance, (e) aDd (f) will be zero.

Di.clo.ure

The di.clo.ure required by PAS 106 i. QUite exten.ive.
It include.:

• De.criPtion of .ub.tantive plan(.).

Component. of expen•••

• aeconciliation of plan'. funded .tatu••

• A••umed health care coat traDd rat. (-inflation-).

• Economic aa~tiona u.ed to develop coat••

• Effact of a one percentage point incr.a.e in inflation OD:

The aggregate of the .ervice aDd inte~.at co.t C~eDt.
of expen••, aDd

APso.

• De.cription of plan a••et••

• Amount of gain or lo.a ~e to .ettl..-nt./curtai~t••

• Co.t of providing .Pecial ter.ainatiOD beDefit••
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Actuariol Report

NYNEX Corporation

FAS 106 Valuation
Non-Management Plans

1993
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PREPARATION 01' '!'HIS ACTUARIAL VALUATION

AS 01' JANUARY 1, 1993

HYHD: POS'1'U'l'IRBlaft BBDPIT PLANS
POR RON-1lAHAG1MD'.i' EMPLOYEES

This material has baeD prepared to present to management the
1993 accounting requir...nts for postretirement benefits other
than pensions as determined under the standards set forth in
the Statement of Financial Accounting Standards No. 106
(-PAS 106-), Employers' Accounting for Postretirement Benefits
Other Than pensions.

In conducting the valuation, we have used personnel, asset,
clatms and plan design infor.mation supplied by HYHI:%
corporation, and the actuarial assumptions and method.
described in the Actuarial Assumptions Section of this report.

The valuation ha. been conducted in accordance with generally
accepted actuarial principles aDd practice. and in accordance
with our understanding of PAS 106.

HBWl:'1"1' ASSOCIATES

(""'-t- \ tA(,~~~,/ r 'tttt'
Anthony P. Yezzi
Pellow of the Society of Actuaries

July 21, 1993
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