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Public Emplovees Retirement Associotion

Generol Fund

STATEMENT OF FINANCIAL CONDITION AND

STATUS OF FUNDING

AS OF JUNE 30, 1973

This section is designed to show the finonciol
condition of the retirement system by comporing
the ossets on hond to the volle of thL b"n"iir, "
eorned to dote; to derive the unfunded post
service obligotion; ond to show the trend of the
rotio of ossets to the.funding obiective, i .e.,
the present volue of benefiti eorned to'dote.'

Hansen, inc.
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Public Emplovees Retirement Associotion

SUM|VIARY SHEET
(Census os of June 30, 1973)

Genero I

MEMBERSH 1P

Retired Members ond
Beneficio ries

Annuol Benefit Poyments

Active Members

Porticipoting Poyroll

10,735

$ 14,179 ,695

72,991

$459 ,146 ,137

FUNDED STATUS

Police ond Fire

458

736,7U

3,105

$30 192,486

51,833,540

38,959,179

z5.r/"-

20.00e/o

18.70?/o

)-298%

Volue of Benefits
Eorned fo Dote $478,489,266

Assets U9,259,698

Funding Rotio n.e/o

ADEQUACY OF CONTRIBUTION S*

Membey'Employer

Actuoriol Requirement

Morgin

9.500o/o

8.9730/"

9-I2P/._

*Assumes Bosic Member odditionol will be funded over their remoining working
lifetime.

I
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A. S. Hansen, inc.
ACTUARIES AND CONSULTANTS

1080 Green Bay Road
Lake Bluff, lllinois 60044

Telephone 31 2-234-3400

October 9, 1973

Boord of Trustees
Public Employees Retirement Associotion
203 Copitol Squore Building
550 Cedor Street
St. Poul, Minnesoto 55101

Gentlemen:

ln occordqnce with your request, we hove mode on octuoriol voluotion of the Public
Employees Retirement Associotion for the yeor ended June 30, 1973, in order to
deiermine the odequocy of the contributions being mode to thot system ond to prepore
the finonciol ond octuoriol reports os required by rhe lows of the Stote of Minnesoto.

The results of our onolysis ore set forth in the following report. Tlt" bosic finonciol
ond employee doto ore those submitted to us by the Associotion office; the summories
ond octuoiiol figures ore those prepored by us from such doto.

This is the first report bosed on the new low which become effective on July 1, .1973.
Becouse of the sweeping noture of the chonges, ond becouse computing the old low
benefits would not hove served ony useful purpose, this report does not contoin on
onolysis of the experience goins ond losses os distinguished from the increose in
obligotion due to the new benefits. lt is our intention to ogoin provide on onolysis..
of th1 goins ond losses in future yeors, when the figures for two successive yeors will
be bosed on the some set of benefits.

A second modificotion of prior report lies in the inclusion of exhibits showing the
finoncio! condition ond stotus of funding the progrom. The obligotion in these
exhibits represent the omount which would be required to provide foroll of the
benefits eorned to dote; i.e., the omount of benefit bosed on the member's service
ond eornings to dote ond poyoble ot normol retirement. The rotio of the ossets to
this obligotion indicotes thot the generol fund is73o/o, ond the police o.nd fire fund
is75o/o,lunded. lt is expected thot these percentoge funding rotios will increose in
subsequent ye{rs.

The unfunded obligotion for liobilities eorned to dote should be corefully distinguished
from the entry ogJnormol level contribution reguirements occumuloted to dote, 

-

referred to in the low os ihe occrued liobility. This figure is shown on poge l0 for the
Generol, ond poge l8 for the Police ond Fire, Fund. The omount of occumuloted
entry oge normollontribution requirements occumuloied to &te is $220,852,315 for
the ie#rol fund ond $12,754,5i1 for the police ond fire fund.

ATLANTA.BOSTON.CHICAGO.DALLAS.DENVER.FORTWORTH.HOUSTON.LAKEBLUFF'LOSANGELES'MEMPHIS'MILWAUKEE'NEWYORK'TULSA



A. S. Hansen, inc.

Boord of Trustees
Public Employees Retirement Associotion
October 9, 1973
Poge Two

Finolly, it should be observed thot the octuoriol requirement for the generol fund

,embers, stoted os o percentoge of poyroll, is.on o conservotive bosis. The require-
ment for the benefits iroyoble io the'bosic members in excess of the coordinoted
formulo hos been compuied on the ossumption thot these benefits will be completely 

^
funded over the remoining working lifetime of these memben. As shown by Exhibit 8
(pog" I3), the new prog[m willsiill be fully funded in opproximotely 36 yeors even
under these conditions.

On the bosis of the foregoing, ond the ossumptions indicoted herein, we hereby
certify thot, to the best of our knowledge ond belief., the ottoched stotements ore
true qnd correct. A copy of this report will supply the doto required by tle
Legislotive Retirement Study Commission for the yeor ended June 30, 1973.

Respectfu I ly submitted,

A. S. HANSEN, INC.

-

Dovis H. Rqenisch
Fellow, Society of Actuories

DHR:lh
r 366-0t -83
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Public Emplovees Retirement Associotion

GLOSSARY OF TERMS

Considered Povroll

Annuol Compensotion of the Members included in the Associotion.

Entrv Age Normol Level Contribution Requirements

The level perc_entoge of poyroll which, if poid from the overoge oge of entry of o
Member into iheAssociotion to retirementoge, willoccumulote to the sum iequired
to provide for the benefits eorned by his service.

lnterest Requirement on Unfunded Obligqtion

The omount of interest thot is eorned eoch yeor on the unfunded obligotion. Foilure
to poy the full interest requirement results in o corresponding increose in the
unfunded obligotion .

Prior Entry Age Normol Contribution Requirements
Accumuloted to Dote Remoining to be Finonced

The omount in excess of the current osset bolonce thot would hove been occumuloted
on June 30, 1973 if the entry oge normol cost method hod olwoys been employed ond
the entry oge mrmol contributions for post yeors hod been poid os scheduled.'

Present Volue of All Benefits

The single sum omount which, if occumuloted in o fund in qccordonce with the octu-
oriol ossumptions, would be sufficient to poy oll benefits expected to be eorned by
present members for post ond future service os they foll due.

Funding Obiective

The primory funding obiective is to occumulote sufficient ossets, in the event the
Associotion is terminoted, to continue benefit poyments to retirees ond their
beneficiories; to guorontee poyment of oll benefiis eorned to dote for oll Members
or to return their occumuloted contribution bolonces, whichever is greoter.

Unfunded Obligotion

The portion of the present volue of benefits eorned to dote which wos not funded on
June 30, 1973.

4
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Benefits Eorned to Dqte

Benefits eorned to June 30, 1973 by octive Members even though o Member moy
leqve theAssociotion voluntorily prior to nornul or eorly retirement or eligibility
foro Deferred Vested Benefit. The figure shown represents the present volue of
his benefit eorned tro dote poyoble ot normol retirement or his occumuloted contri-
bution bolonce, whichever is greoter.

. Member contribution bqlonces ore fully vested from the dote of entry
into the Associotion ond ore credited with interest ot 3-l/"h per yeor
ofter the third yeor of membership.

' Benefits eomed in oddition to Member contribution bolqnces ore fully
vested ofter l0 yeors of membenhip.

5
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Exhibit I

Public Emplovees Retirement Associotion

Generul Fund

STATEMENT OF FINANCIAL CONDITION
(Yeor Ended - June 30, 1973)

ASSETS

Cqsh ond lnvestments (Net)

Benefits Eorned to Dote Remoining to be
Finonced by Members ond Employers

T"t 1

L IAB IL IT IES

Benefits Poyoble to Retired Members
ond Their Beneficiories

Deferred Vested Benefits Poyoble to
lnoctive Members

Benefits Eorned to Dote by Active Members

Ielsl

$349,259,699

129.229,568

s478.489.266

$140,382,076

I ,424,756

336 . 682 .4U

s478.489.266

6

A. S. Hansen, inc.
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Exhibit 2

Public Employees Retirement Associotion

Generql Fund

ANALYSIS OF FUNDEE STATUS
(Yeor Ended - June 30, 1973)

Unfunded
Assets Obligotion Obligotion

Retired Members ond Beneficiories $140,382,076 $140,382,076 $ -0-

Deferred Vested lnoctive Members | ,424,756 I ,424,756 -0-

Active Members I43,51 I ,508 336,682,4U 129 ,229 ,568

Ietgl W+ep,# $479,!32,266. W_W

Rotio of Assets to Obligotion D_.e/"

7

A. S. Hansen, inc.
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Public Emplovees Retirement Associotion

Generql Fund

ACTUARIAL BASIS FOR DETERMINATION OF

THE ENTRY AGE NOR,\AAL LEVEL FINANCING

REQUTREMENT (AS A PERCENTAGE OF PAYROLL)

OF THE PROGRAM

This section is designed to illustrote the odequocy
of the Employer/Member contribution rqte by comporing
it to the level octuoriol requirement, expressed os o
percentoge of poyroll.

A. S. I-lansen, inc.



Exhibit 3

Public Emplovees Retirement Associotion

Generql Fund

ACTUARIAL BAIANCE SHEET

RESOURCES

Residuol lntegroted
Benefit P lon Toto I

I Cosh ond lnvestments (Net) $216,508,675 $t32,751,023 $349,259,698
I

, Present Volue of All Remoining
I Benefits to be Funded by

' Fufure Contributions

I
I Totol| 

-
I
I

Deferred Vested Benefits Poyoble
to lnqctive Memben

Active Members

&!el

LIABILITIES AND RESERVES

I tenefits Po;oble to Retired' Members ond Their Beneficiories $ 75,505,303 $ U,776,773 $140,382,076

127 ,579 ,002 449 ,985,597 577 ,5&,599

$344,097, 677 $582, 736, 620 $926,824,297

453,171 971,585 1,424,756

268.029 .203 516,988.262 785.0r 7 .46s

$344,087, 677 $582,736, 620 $926,924,297

I

l

I
A. S. Hansen, inc.
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Exhibit 4

Public Emplovees Retirement Associotion

Generol Fund

ANALYSIS OF ACTUARIAL OBLIGATION
(Census os of June 30, 1973)

Retired Members

Service Retirement (Poyoble from
Minnesoto Adiustobl e Fixed
Benefit Fund)

Disobility

Survivor

Reserve for Future Old Low
Survivors

Deferred Vested Benefits

Active Members

Retirement

Disobility

Survivor

Vested - Retirement
- Refund

Totol Obliootion::+

10,53r,ry!, $140,382,076

1,424,756

$104,014,248
3,032,050

22,900,002

$606,852,222

40,606,895

u,126,917
74,315,073
29,116,458 785,017,465

s926.824.297+

9

A. S. Hansen, inc.
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Exhibit 5

Public Emplovees Retirement Associotion

Generol Fund

DETERMINATION OF THE PRIOR ENTRY AGE
NORAIAL CONTRIBUT ION REQUIREMENTS

(Census os of June 30, 1973)

Residuol
Benefit

lntegroted
Plon Totol

Totol Obligotion

Net Assets on Hond

Obligotion to be Funded
in the Future

Present Volue of Future Attoined
Age Nonnol Contribution

Present Volue of Future Entry Age
Normol Leve! Contribution
Requireme.nts

Prior Entry Age Nornrol Level
Contribution Requi rements
Accumuloted to Dote

$u4,087, 577 $592, 736, 620

216,508,675 132,751,023

$127, 579,002 $4p9,995, 597

127,579,002 Not Applicoble

$926,924,297

ug,25g,69g

$5n,5U,599

127,579,002

tle!-Appl""b.!_" 22e 133.282 r33

$220,852,315 $220,852,315

l0

Hansen,

r366-0r-83
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Exhibit 5

Public Emplovees Retirement Associotion

Generol Fund

INTEREST REQUIREMENT ON THE
PRIOR ENTRY AGE NORA4AL REQUIREMENTS

Prior Entry Age Normol Level
Contribution Requi rements
Accumulqted to Dote

lnterest Requirement on
Accumuloted Net Prior
Requirement

Considered Poyroll

(Census os of June 30, l?73)

Residuol lntegroted
Benefit Plon Toto I

$ - $220,852,315 $220,852,315

$ - $ ll,u2,6t6 $ ll,M2,6t6

$184,094,937 $459,146, 137 $459, 146, 137

lnterest Requi rement os
Percentoge of Considered
Poyroll 0.000p/o 2.405o/o 2.405o/o

1366-0r-83 r r

A. S. Hansen, inc.



Exhibit 7

Public Emplovees Retirement Associotion

Generol Fund

ENTRY AGE NORAAAL LEVEL CONTRIBUTION REQUIREMENTS

Residuol Benefit lntegroted Plqn

Present Volue of Future Entry Age
Normql Level Contribution
Requirements $ 127 ,579,002 $ 229,133,282

Present Volue of Future Poyroll of
Current Members of the Associotion $1,453,063,800 $3,669,373,900

Attoined Age Normol Level
Contribution Rofe * 8.78@/o Not Applicoble

Entry Age Normol Level
Contribution Rote ot Beginning
of the Yeor * Not Applicoble 6.2440/0

Normol Level Contribution Rote
Adiusted for Mid-Yeor Receipt 9.000/. 9.40e/"

*Future Requirements + Future Poyroll

1356-01-83 12
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Exhibit 8

Publ ic Emplovees Retirement Associotion

Generol Fund

ACTUARIAL BALANCE EXPRESSED AS A
PERCENTAGE OF COVERED PAYROLL

Residuol
Benefit

(Census os of June 30, l?73)

Member Contribution Rote

Employer Contribution Rote

T.t .!_

Attoined Age Normol Contribution
Requirement

Entry Age Normol Level Contribution Rote

lnterest Requirement on Prior Level
Requi rements

Expense Allowqnce

Totol Level Requirement

Actuoriql Bolonce Contribution Rote

4.00e/o

5.00@/o

9.00@/o

9.00@/o

9.00e/o

0.000o/o:

lntegruted
Plqn

4.00f/o

5,50f/o

9.50e/"-

6.40e/o

2,4050/"

0.16f/o

8.973/o

W*Less Level Require4ent

*lf the excess were opplied to the Prior Entry Age Normol Level Contribution Require-
ment Accumuloted to'Dote, it would omortize such bolonce over opproximotely 36 yeors.

l3
A. S. Hansen, inc.
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Public Employees Retirement Associotion

Police ond Fire Fund

STATEMENT OF F!NANCIAL CONDITION AND

STATUS OF FUNDING

AS OF JUNE 30, 1973

This section is designed to show the finonciol con-
dition of the retirement system by comporing the
ossets on hond to the volue of the benefits eorned
to dote; to derive the unfunded post service
obligotion; ond to show the trend of the rotio of
ossefs to the funding obiective, i.e., the present
volue of benefits eorned to dote.

A. S. Hansen, inc.



Exhibit I

Public Emplovees Retirement Associotion

Police ond Fire Fund

STATEMENT OF FINANCIAL CONDITION

ASSETS

Cosh ond lnvestments (Net)

Benefits Eorned to Dote Remoining
to be Finonced by

Members ond Employers

Tolel

LIABILITIES

Benefits Poyoble to Retired Members
ond Their Beneficiories

Deferred Vested Benefits Poyoble
to lnoctive Members

Benefits Eorned to Dote by Aciive Members

Tolsl

$38,959,178

12,874,362

$ 8,538,010

242,9U

42,952,566

$5r .833,540

14

Hansen, inc.
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Exhibit 2

Public Emplovees Retirement Associotion

Police ond Fire Fund

ANALYSIS OF FUNDED STATUS

Unfunded
Assets Obligotion Oblisstion

Retired Members ond Beneficiories $ 8,638,010 $ 8,638,010 $ -O-

Deferred Vested lnoctive Members 242,864 242,8U -0-

Active Members 30,078,304 42,952,66 12,874,352

I.t"I A9,esee. $9_1,_q$,!4q y2,8?4,362

Rotio of Reserves to Liobilities ru

1366-0r-83 15

A. S. Hansen, inc.
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Publ ic Emplovees Retiremeni Associotion

Police ond Fire Fund

ACTUARIAL BASIS FOR DETERMINAT!ON OF

THE ENTRY AGE NORMAL LEVEL FINANCING

REQUIREMENT (AS A PERCENTAGE OF PAYROLL)

OF THE PROGRAM

This section is designed to illustrote the odequocy
of the Employer/.Member contribution rote by com-
poring it io the level octuoriol requiremenir'ex-
pressed os o percentoge of poyrol I .

A. S. Hansen, inc.



Exhibit 3

Publ ic Emplovees Retirement .Associotion

Police ond Fire Fund

ACTUARIAL BALANCE SHEET

RESOURCES

C.osh ond !nvestmenfs (Net)

Present Volue of All Remoining
Benefits to be Funded by
Future Contributions

T"t l

LIABI LITIES AND RESERVE

Benefits Poyoble to Retired Members
ond Their Beneficiories

Deferred Vested Benefits Poyoble
to lnoctive Members

Active Members

@

t365-01-83 16

A. S. Hansen, inc.

$ 38,959,178

71 .205.0U

Ylg,l6'4e

$ 8,639,010

242,8U

I 0l ,283,358

$r t0, 164,242:ir=-a#



Exhibit 4

Publ ic Employees Retirement Associotion

Police ond Fire Fund

ANALYSIS OF ACTUARIAL OBLIGAT!ON
(Census os of June 30, 1973)

Retired Members

Service Retirement (Poyoble from Minnesoto
Adiustoble Fixed Benefit Fund)

Disobility

Survivor

Retirement

Disobility

Survivor

Vested - Retirement
- Refund

Totol Obliooiion

1366-Ot-83 17

\. S. Hansen, inc.

Reserve for Future Old Low Survivors 491,535 $ 8,638,010

Deferred Vested Benefits 242,8U

Active Members

$ 6,n5 361

145,539

1 ,205,575

$63,373,420
20, 550, 545

8,643,827

6,693,125
2,022,451 I01,283,368

$l t0. lu.242



Exhibit 5

Publ ic Emplovees Retirement Associotion

Police ond Fire Fund

DETERMINATION OF THE PRIOR ENTRY AGE
NORIvIAL CONTRIBUTION REQU IREMENTS

(Census os of June 30, 1973)

Totol Obligotion

I

I Net Assets on Hond

I Obligotion to be Funded in the Future
I

I
I

Present Volue of Future Enfry Age Normol
t Level C.ontribution Reguiremenis
I
I

I

l prior Enhy Age Normol Level Contribufion
Reouirements Accumuloted to Dote

$t lo, 164,242

38,959,179

$ 71,205,0U

58.450.533

-s 12.754.531

-

t366-01-83 l8

A. S. Hansen, inc.



Public Emplovees Retirement Associotion

Police ond Fire Fund

INTEREST REQUIREMENT ON THE
PRIOR ENTRY AGE NORAAAL REQUIREMENTS

I ,rior Entry Age Normol Level Conhibution
' Requir6re-nts Accumuloted to Dote $12,754,531

I

lnterest Requiremeni on Accumuloted

| 
*et hior Requirement 637,727

| *nsidered Poyroll 30,192,486

Exhibit 6

2-,-122V"
Intrerest Requirement os Percentoge

of Considered Poyroll

1366-0t-83 19
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I

Present Volue of Future Entry Age Normol
Level C-ontribution Requirements

I

' Present Volue of Future Poyroll of
Current Members

Entry Age Normol Level Contribution
Rote ot Beginning of the Yeor *

I

' Entry Age Normol Level Contribution Rote
. Adiusted for Mid-Yeor Receipt
I
I

* Future Requirements + Future Poyroll

Exhibit 7

Public Emplovees Retirement Associotion

Police ond Fire Fund

ENTRY AGE NORMAL LEVEL CONTRIBUTION REQUIREMENTS
(Census os of June 30, l9/3)

$ 58,450,533

363,707,200

w_lv"

W3o/"

20

A. S. I'Iansen, inc.
1365-0t -83



Exhibit 8

Member Contribution Rote

Employer Contribution Rote

Iotol

Entry Age Normol Level
Contribution Rote

lnterest Requirement on
Prior Level Requirement

Allowonce for Expenses

Totol Level Requirement

Publ ic Employees Retirement Associotion

Police ond Fire Fund

ACTUARIAL BALANCE EXPRESSED AS A
PERCENTAGE OF COVERED PAYROLL

(Census os oF Iune 30, -19731

16.473o/o

2.122o/"

0 .107 o/o

8.000o/o

12.000o/o

20.000o/o

-

18.702o/o

1.298o/o

-

Actuoriol Bolonce Confribuiion
Rote Less Level Reouirement*

I . lf the excess were opplied to the Prior Entry Age Normol Level ContributionI Requiremenf occumuloted to dote, it would omortize such bolonce over
opproximo rely 20 yeors.

1366-0r-83 21

\. S. Hansen, inc.
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Public Emplovees Retirement Associotion

Generol Fund

FINANCIAL STATISTICS

AND

ACTUARlAL ASSUMPTIONS

Poge No.

Exhibit 9
Exhibit I0
Exhibir I I
Exhibit I2
Exhibit l3
Toble I m
Toble I f
Toble 2
Toble 3m
Toble 3f
Toble 4

Finonciol Bolonce Sheet
Sources ond Uses of Funds
Accounting Stotement of lncome ond Expenses
Reconciliotion of Asset Bolonces
Actr.roriol Asumptions

Mortolity Rotes - Mole Employees
Mortolity Rotes - Femole Employees
Disobility Rotes - All Employees
Seporotion Rotes - Mole Employees
Seporotion Rotes - Femole Employees
Eornings Progression - All Employees

22
23
24
25
26

27
28
29
30
3l
32

A. S. Hansen, inc.
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Exhibit 9

Public Emplovees Retirement Associotion

Generql Fund

FINANCIAL BAIANCE SHEET

)

ASSETS

50.00
169.99 $

Cosh - On Hond
On Deposit qnd ln Trcnsit

Minnesoto Adiustoble Fixed Benefit Fund
Deferred Yield Adiustment

,Accounts Receivoble:
M.S. 1971, Sec. 353.36,

Subd. 2,8, ond9
Employer Contributions
I nte rest
Dividends
From Police ond Fire Fund
Sociol Security Vote
From MSRS qnd TRA
Other

Current Liobi lities:
Accounts Poyoble
Peno lties Refundoble
Donotions Suspense
Members Contribution - Suspense
Omitted Deductions - Suspense

Net Current Assets

Bonds
U.S. Govemment
Municipol
Corporote
Conodion Govemment lnsured

Common Stocks

Miscelloneous
Office Equipment (Less Depreciotion)
Other

Ig!"1 Ass"tt

718 718,219 .99

lM,014,247.51
| ,167 ,373.17

$ 305,031.90
193,582.73

2,258,703.46
283,817 ,36
38,577 .90

231 .43
19 ,768.04
2,563.38

$ 88,186.55
4,266,75

601 ,551 ,45

102 276.20 $t09,002,116.87

701 252.09

$108,300,8u.78:

166.37
080.96

INVESTMENTS

$ l o, 273,000.00
6,652,000.00

97,892,993.15
18,476,998.22

107,633 387,72 $240,928,379.10

25,497 ,71
4,956.75

Members Accumulqted Contributions - $ 105, 981 ,U\ .23

22
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454.46 $240 833.55

r 355-01-83

$349,259,698.34:

I

I

I

I
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Exhibit l0

Publ ic Emplovees Retirement Associotion

Generol Fund

SOURCES AND USES OF FUNDS
(July I , 1972 - June 30, 1973)

Sources Uses

Emp lovee Contributions

Emplover Contributions

Vorious Accounts Receivqble

lnvestment lncome

Minnesoto Adiustoble Fixed
Eenetrt rund

t.*"" t.. Police ond
ffi

$ 17,652,706.14

25,601 ,022.43

70,762,70

10,866, 696.60

| ,240,449.87

20,912.86

104,363,441 . to
5,979 ,777 .65

8l ,305. l9

Refunds
-Efr,p-l-oyee Co n t ri but io ns

Employer Contributions

Penolties Refunded

Donotions Refunded

Benefits Poid-EiiremdT-
Survivor
Disobility

Direct Expense

lnvestment Purchoses
ffi

Stocks

4,541,905.93
3t ,478.75

297.37

14,452.16

10,422,26r .35
2,622,231.20

u8,268.28

779,765.98

120,721 ,355.87
22,567,509,96

3 ,727 ,691 . 3l

61 ,626.46

331 ,473,48

$166,170,323.11

lnvestment Soles ond
KeoemDfl"nS

Bonds
Stocks

Concelled Worronts

Miscelloneous lncome

Cosh Bolonce, June 30, 1973
Cosh Bolonce, June 30, 1972

lncreose in Cosh Bolonce

299,823.35 lnterest Poid on Refunds

3.425.22 lncreose in Cosh Accounts

$too 170,323.11

718,169 .99
386,695.51

331 ,473.48

23
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lnterest on Omitted Deductions
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Exhibit I I

Publ ic Employees Retirement Associotion

Generol Fund

ACCOUNTING STATEMENT OF INCOME AND EXPENSES
(July I , 1972 to June 30, l?73)

I
It lncome

, ;loyer contributions $zs,Bo4,926.tt
II Employee Contributions 17 ,808,594.85

11,298,703.50

307,5t 3.98

Minnercto Adiustoble Fixed
Benefit Fund lncome

Totol lncome

. lnvestment lncome

I other lncome

Expenses
I

I genefits

Refund of Contributions

Expense - Geneml

II Totol Expenses

I fxcess of lncome over Expenses
,

1l ,779 ,940,82

$ I 3, 31 3 ,749 .54

4,598,873 .45
I

I Tronsfer to Police qnd Fire Fund 53,538.79

770,053,85

24
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$66,999,679.26

18,736,215.63

s48.263.463.63j#
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Public Emplovees Retirement Associotion

Generol Fund

RECONCILIATlON OF ASSET BAIANCES

$10,373,285.65
2,601,748.33

338, 71 5.56

25
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$25,399,601 .83
17,652,706.14

6,216.09

ll ,779,940.82
l1 ,079 ,301 .39

219,402.n
405,324.28

1,8n,497.U
307.5 I 3.98

$ I 3, 3l 3 ,749 .54

4,537,246,99
59,754.88
61,626.46

| ,672,608.33
770.053.85

Exhibit I2

$300, 996,2y.71

503.68

$369, 674,738.39

415 or0.05

$u9,259,698.U

252.09

Asset Bolonce, July I , 1972

Add:
Employer Contributions
Empl oyee Conf ributions
Employee ond Employer Contributions

Tronsferred from Police ond Fire Fund
Minnesotq Adiustoble Fixed

Benefit Fund lncome
lnvestment Eornings
Gqin on Soles of Stock
Unit Motching Contributions
Adiustments to lrAAFB, Members Accounts,

qnd Benefits Reserve
Other lncome

Totol Additions

Deduct:
Benefits Poid

Retirement
Survivor
Disobility

Refunds
Trqnsfers to Police ond Fire Fund
lnterest Poid on Refunds
Adiustments to Members Active Accounts
Admi nistrotive Expenses

Totol Deductions

Current Liqbilities ond
Accounts Poyoble

Asset Bolonce, June 30, 1973

701

I 366-01 -83

$34e 950.43
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Exhibit l3

Public Emplovees Retirement Associotion

Generol Fund

ACTUARIAL ASSUMPTIONS

The ossumptions con be summorized os follows:

lnterest:

Mortolity:

Retirement Age:

Disobility:

Tumover:

Solory Scole:

5o/o

1955 Group Annuity

65 for employees who hove less thon
30 yeors of service. For employees
with 30 or more yeors of service -
3ff/o ot oge 62, 15o/o ot oges 63 ond
64, ond l0D/o ot oge 65.

PEM Experience

PEM Experience

3lo/o per year

A detoiled stotement of the mortolity rotes, disobility rotes, turnover foctors,

ond solory scole is set out in the following poges.

26
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Toble I rn

Public Emplovees Retirement Associotion

Generol Fund

Mole Emplovees

MORTALITY RATES

@

AE
45
46
47
48
49

50
5l
52
53
54

55
56
57
58
59

60
6l
62
63
64

65

&
20
21

22
23
24

25
26
27
28
n
30
3l
32
33
u
35
36
37
38
39

40
41

42
43
44

Rote Rote

.517

.537

.558

.581

.607

.636

.&7

.703

.742

.784

.831

.884

.941
r.005
1.074

1.152
1.237
I .331
r .435
I .550

1.677
r.838
2.054
2.322
2.639

3.002
3.409
3.856
4.U4
4.869

5.4D
6.027
6.656
7.321
8.0r 9

8.751
9.514

r 0.3r 2
ll.r54
12.057

13.043
14. r43
r 5.390
r 6.828
r8.504

20.475

27
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Toble lf

As
45
46
47
48
49

50
5l
52
53
54

55
56
57
58
59

60
6l
62
63
u
65

&
20
21

22
23
24

25
26
27
28
29

30
3l
32
33
u
35
36
37
38
39

40
4l
42
43
44

Public Emplovees Retirement Associotion

Generol Fund

Femole Emplovees

MORTALITY RATES

@

.3r r

.330

.u9

.369

.392

.415

.439

.46

.496

.527

.551

.597

.637

.68 I

.728

.780

.835

.898

.966
r.040

.122

.213

.3r r

.420

.540

28

A. S. Hansen, inc.

Rote

1.672
r.8r9
I .980
2. r58
2.355

2.574
2.783
3.0r 6
3.277
3.s70

3.898
4.278
4.727
5.253
5.867

6.572
7.369
8.258
9.232

10.284

11 .402

r 366-0r-83



Toble 2

Public Emplovees Retirement Associotion

Generol Fund

All Emplovees

DISABILITY RATES
(Per 1,000 Ernployees)

Rote Rote&-
20
2t
22
23
24

25
26
27
28
29

30
3I
32
33
34

35
36
37
38
39

40
4l
42
43
u

.69

.73

.n

.81

.86

.91

.96
1.02
I .08
l.ls
1.22
1.29
1.37
| .45
t.y
| .63
1.73
| .84
1.96
2.09

2.23
2 .38
2.55
2.74
2.94

3.17
3.41
3.67
3.94
4.25

4.61
s.0l
5.48
6.00
6.53

7.12
7 .76
8.45
9.17
9.91

10.69
r t.53
r2.38
13.25
14.15

jgg-

45
46
47
48
49

50
5l
52
53
54

55
56
57
58
59

60
6l
62
63
64

29

Hansen, inc.
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Toble 3m

Public Emplovees Retirement Associotion

Generol Fund

Mole Emplovees

SEPARAT!ON RATES
(Per 1,000 Employees)

-Atr-
40
41
42
43
44

50
5I
52
53
54

55
%
57
s8

Age

20
2l
22
23
24

25
26
27
28
29

30
3l
32
33
34

35
36
37
38
39

Seporotion

27 s.0
263.8
250.5
239.0
226.5

216.0
204.5
192.5
t82.0
171 .s

161.0
r 52.8
143.5
133 .0
124.5

I17.0
109.2
101.0
94.0
88.0

Seporotion

8r.8
76.2
71.5
67.0
62.2

58.0
s3 .9
49.7
45.0
42.0

38. s
34.5
3r.0
27.0
23.0

I9.5
15.0
r0.0
5.0

45
46
47
48
49

30
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Toble 3f

Public Emplovees' Retirement Associotion

Generol Fund

Femole Emplovees

SEPARATION RATES
(Per 1,000 Employees)

Age

20
2l
22
23
24

&s-
40
4l
42
43
44

50
5l
52
53
54

55
56
57
58
59

25
26
27
28
29

30
3l
32
33
34

35
36
37
38
39

Seporotion

383 .2
377.7
371.2
363. I

351.6

335.6
322.6
3r0.3
299.7
289.1

280.5
269.4
259.0
246.3
232.s

216.0
r99.0
r83.0
165.0
148.5

Seporotion

I34.0
123.0
I 13.0
t04.5
97.2

90.0
83.0
78.7
74 .5
70.4

66.3
62.8
59. 5
55.5
52.2

47.8
4t.0
36.2
21.0
5.0

45
4e
47
48
49

3r

A. S. Hansen, inc.
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Toble 4

Public Emolovees Retirement Associotion

Generol Fund

All Emplovees

EARN!NGS PROGRESSION

Rote RoteAe'
20
21

22
23
24

25
26
27
28
29

30
3l
32
33
u
35
36
37
38
39

40
4l
42
43
44

.2127

.2201

.2278

.2358

.2440

.2526

.2614

.2706

.2800

.2898

.3000

.3r 05

.32r 3

.3326

.3442

.3563

.3687

.3817

.3950

.4088

.4231

.4380

.4533

.4692

.4856

.s026

.5202

.5384

.5572

.5767

.s969

.6178

.6394

.66r8

.6f.49

.7089

.7337

.7594

.7860

.8r 35

.8420

.8714

.9019

.9335

.9662

r.0000

AE
45
46
47
48
49

s0
5l
52
53
54

55
55
57
58
59

60
6I
62
63
64

65

32
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I exhibit 14 Reconciliotion of Active Members
I Sxhibit 15 Reconciliotion of Annuitonts

Public Emplovees Retirement Associotion

Generol Fund

EMPLOYEE STATISTICS

AND

SUMMARY OF PIAN

Poge No.

33
34

35-38
39-41

Exhibit l6 Summory of Plon - Bosic Members
Exhibit l7 Summory of Plon - Coordinoted Members
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Exhibit t4

Public Emplovees Retirement Associotion

Geneml Fund

RECONCILIATION OF ACTIVE MEMBERS

As of July I , 1972

New Entronts

Reinstoted

Totol

Seporotions:

q. With Refund of Contributions

(i) Deoth
(ii) Withdrowol

b. With Deferred Annuity

c. With Disobility Annuity

d. With Normql Retirement Annuity

e. With Survivor Annuity

f . With Disobility Survivor Annuity

Totol

Active os of July l, 1973

70,873

13,519

2,937

87.229#

230
12,955

77

103

674

r93

l6

14.248+

72.981#

33
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Exhibit l5

Public Emplovees Retirement Associotion

Generol Fund

RECONC ILIAT ION OF ANNU ITANTS

Normo I Reti rement,Annuitonts

As of July I , 1972
Additions During Yeor
Deletions During Yeor

Totol os of Julv 1 . 1973

Disobilitv Annuitonts

As of July I , 1972
Additions During Yeor
Deletions During Yeor

Totol os of Julv 1. 1973

Survivor Annuitonts

(o) Spouse Only
As of July I , 1972
Additions During Yeor
Deletions During Yeor

t"t"t "r.f lrt, t, I

(b) Survivors with Children
As of July I , 1972
Additions During Yeor
Deletions During Yeor

t"gl "t "f Jrl" I I%

Deferred Vested Members

As of July I , 1972
Additions During Yeor
Deletions During Yeor

Toiol os of Julv 1. 1973

-

6,379
751

-n4
6,836#

2,412
178

-fiz
2.478#,

__qql

246
r03
-49

494
29
-l

522

746
77

-22

u
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Exhibir I6

PUBLIC EMPLOYEES RETIREMENT ASSOCtAJtON

Bosic Members

SUMMARY OF PLAN
@

l. Nome

Public Employees Retirement Associotion.

2. TvpS of Plon

Self-insured, monoged by o l3-member Boord of Trustees, ten elected ond three
oppointed by three employer groups.

3. Employer lncluded

Any county, cily, villoge, borough, town, school districf within the stote, oro
deportment or unit of the stote or ony other public body employing ony person ra/ro
is o public employee os defined by the low.

4. Employees lncluded

All full time ond certoin port time employees who did not elect coveroge under
Section 218(d)of the Sociol Security Act ond who ore not cortributing to ony other
locol retirement plon.

5. Allou,oble Service

All periods of public service during which solory deductions were mode or for r,ltrich
poyments in lieu of solory deductions were deposited, including outhorized leoves
of obsence, sick leoves, miliory leoves or loyoffs.

5. Considered So lorv

Solory meons the periodicol totol cornpensotion of ony public employee before deduc-
tions for deferred compensotion or supplementol retirement plons, ond olso meons
woges ond includes net income from fees.

7. Emplovee Contributions

After July I , 1973, 8o/o of considered solory.

8. Emplover Contributions

Amount equol to the Employee Contributions plus 2*o/o of considered solory.

35
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9. _Normol Retirement Annuitv

After ottoinment of oge 65 ond completion of ot leost l0 yeors of ollowoble service.

"Averoge Solory" meons on omount equivolent to the hlgh"lt solory upon.which con-
tributio-ns wereioid for ony five successive yeors of ollowoble service prior to dote
of seporotion from public service.

Annuity equol to:

(o) 2o/o of "Averoge Solory" for eoch of the first l0 yeors of ollowqble
service plus

(b) 2i"/o of "Averoge Solory" for eoch yeor of service over l0 yeors'

I0. Lote Retirement Annuity

Annuol Annuity determined os for Normol Retirement, considering ollowoble service
ond solory fo octuol retirement.

I l. Eorly Retirement Annuitv

After ottoinment of oge 58 ond completion of 20 yeors of ollowoble service.

Annuol Annuity determined os for Normol Retirement considering ollowqble service
ond solory to octuol retirement ond redu"d by L of 1% for eoch month between
qctuol reiirement ond ottoinment of oge 65 if service is less thon 30 yeors, ond

between octuol retirement ond oge 62 if service is 30 or more yeors.

12. Speciol ESrlv Retirement Annuitv

After ottoinment of oge 62 ond completion of 30 yeors of ollowoble service.

Annuol Annuity determined os for Normol Retirement consider.ing ollowoble service
ond solory to octuol retirement without reduction for such eorly retirement.

13. Disobilitv Benefit

In the event of totol ond permonent disobility, ofter completion 9f .l.0 yeors of ollow-
oble service or ottoinmeni of oge 50 ond completion of 5 yeors of ollowoble service.

Annuol Benefit poyoble to oge 65 determined os for Normol Retirement, considering
ollouroble service ond solory to dote of disoblement, plus o supplement equol to
$5 for eoch yeor thot oge oi disoblement is less thon 65, moximum supplement $50.
Totol Benefii is limited to I0@/o of "Averoge Solory. "

lf disobility continues to oge 65, the disobility benefit sholl terminote ond the
person sho[l be deemed to 6e on retirement stotus ond moy elec.t to.-receive the
greoterof on onnuity determined os for Normol Retirement or the disobility benefit
f," *or receiving prior to oge 65, or he moy select on optionolonnuity.

Any disobilitont ottoining oge 65 ofter July I , 1973 sholl hove his onnuity computed
in occordonce with the Normql Retirement Annuity formulo obove.

14. Survivor or Deoth Benefit

evenf of deoth of on octive member ofter l8 months of ollowoble service, or
the event of deoth of o disobilitqnt prior to oge 65.

36
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Annuol Survivor Benefit to dependent spouse , of 3@/" of overoge solory during the
lost six months of ollowqble service, plus for eoch dependent child, lOplo of such
overoge solory. Moximum fomily benefit equol to $400 per month. Minimum
fomilf benefii equol to 3Plo of such overoge Solory, subiect to the moximum
limitotion.

ln the event of deoth of o retired onnuitont, the excess (if ony) of his occumuloted
contributions without interest, minus onnuity poyments, sholl be poid to his desig-
noted beneficiory.

tn cose of deoth of o member who hos no eligible surviving dependents, his occumu-
loted contributions sholl be poid to his designoted beneficiory with interest thereon
ot 3L"/" per onnum 

"ompounded 
onnuolly.

I5. Seporotion Benefit

ln event of terminotion ofter l0 yeors of ollouoble service, o deferred vested onnuity
poyoble ot oge 65, or eorlier if otherwise eligible, provided former member does

noi withdrowhis contributions. (Soid l0 yeors of ollowoble service need not repre-
sent PEM coveroge only but moy be in coniunction with service covered by other
Minnesoto funds such os those for stote employees ond teochers ond others which hove
this some provision; deferred onnuity is poid by eoch fund occording to the number
of yeors of ollowoble service in eoch fund. )

Annuol Annuity determined os for Normol Retirement under_the provisions of the Plon
of dote of terminotion considering ollowqble service ond solory to dote of such termi-
notion, ougmented by interest ot-3|o7o compounded onnuolly from first of the month
following seporotion-from service or from July I , 1971, whichever is loter, to the
dote onnuity begins to occrue.

All former members sholl be eligible to receive o refund of their occumuloted contri-
butions without interest for the first three yeors of membership ond thereofter with
interest ot 3io/o compounded onnuolly. (Such election is in lieu of ony other bene-
fits under the Plon. )

16. lncreose for Retired Annuitonts,
poyments on June 30, 1973

Survivors ond Disobilitonts who were receiving

(l) All retired onnuitonts drowing onnuities os of June 30, 1973 sholl receive on
increose of 25o/o, poyoble os follows:

(o) Those included in the Minnesoto Adiustoble Fixed Benefit Fund sholl
hove their onnuities increosed effective Jvly 1., 1973, by the some
rotio os the octuoriolly computed reserves of 32lolo interest beon to the
octuoriolly computed ieserves ol 5o/o interest. (this increose omounted
to 9.7P/o.)

(b) Soid onnuitonts sholl receive the remoinder of the 25o/o increose, or
15.28/", effective Jonuory 1, 1974,

(2) All survivors ond disobilitonts who were receiving benefits on June 30, 1973
shotl receive on increose of 25o/o effective Jonuory l, 1974.
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17. Optionol Annuities

I 
^ 

*rticipont moy elect to receive on equivolent ocfuoriolly reduced onnuity in thet form of either o 5@/o or lW" ioint ond survivor onnuity.

I 18. Expensesl.' Poid by Associotion from refirement fund.

I tg. Actuoriot Method
r T' For purpose of reports to the Legislotive Retirement Study Commission, costs for the
. Plon sholl be determined on on "entry'oge level normol cost" bosis ond 5o/o interest.

I
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Exhibit l7

l. Nome

Public Employees Retirement Associotion.

2. Tvpe of Plon

Self-insured, monoged by o l3-rnember Boord of Trustees, ten elected ond three
oppointed by three employer groups.

3. Emplover lncluded

Any county, cily, villoge, borough, town, school district within the stote, or o
depo*meni or unit of thi stote or ony other public body employing ony person who
is o public employee os defined by the low.

4. Emplovees lncluded

All full time ond certoin port time employees who either elected coveroge under
Section 218(d) of the Sociol Security.Act, or were outomoticolly so covere.d by.

reoson of being new employees, ond-who ore not contributing to ony other locol
retirement plon.

5. Allowoble Service

All periods of public service during which solory deductions were mode or for which
poyments in lieu of solary deductions were deposited, including outhorized leoves
of obsence, sick leoves, militory leoves ond loyoffs.

5. Considered Solorv

Solory meons the periodicol totol compensotion. of ony public employee.before deduc-
tions'for deferred compensotion or supplementol retirement plons, ond olso meons

woges ond includes net income from fees.

7. Emplovee Contributions

After July 1, 1973, 4o/o of considered solory.

8. Emplover Contributions

Amount equol to the Employee Contributions plus li"/" of considered solory.

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Coordinoted Members

SUMMARY OF PLAN
(Effective July I, 1973)
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9. Normol Retirement Annuitv

After ottoinment of oge 65 ond completion of ot leost l0 yeors of ollor,trcble service.

"Averoge Solory" meons on omount equivolent to the highest solory upon urlrich con-
tributions were poid for ony five successive yeors of ollowoble service prior to dote
of seporotion from public service.

Annuity equol to:

(o) lo/o of "Averoge Solory" for eoch of the first l0 yeors of ollouroble
service plus

(b) lL"/" ol "Averoge Solory" for eoch yeor of service over l0 yeors.

10. Lote Retirement Annuitv

Annuol Annuity determined os for Normol Retirement, considering ollowoble service
ond solory to octuol retirement.

I I. Eorly Retirement Annuitv

After ottoinment of oge 58 ond completion of 20 yeors of ollowoble service.

Annuol Annuity determined os for Normol Retirement considering ollowoble service
ond solory to octuol retirement ond reduced by l of lo/o for eoclimonth between
octuol retirement ond ottoinment of oge 65 if service is less thon 30 yeors, ond
between octuol retirement ond oge 62 if service is 30 or more yeors.

12. Speciol Eorlv Retirement Annuitv

After ottoinment of oge 62 ond completion of 30 yeors of ollowoble service.

Annuol Annuity determined os for Normol Retirement considering ollowoble service
ond solory to octuol retirement without reduction for such eorly retirement.

13. Disobility Benefit

tn the event of totol ond permonent disobility, ofter completion of JO yeors of ollow-
oble service or ottoinment of oge 50 ond completion of 5 yeors of ollowqble service.

Annr.rcl Benefit poyoble to oge 65 determined os for Normol Retirement, considering
ollowoble service ond solory to dote of disoblement.

lf disobility continues to oge 65, the disobility benefit sholl terminote ond the
person shoil be deemed to be on retirement stotus ond moy elec.t to.teceive the
greoter of on onnuity determined os for Normol Retirement or the disobility benefit
Fe wor receiving prior to oge 65, or he moy select on optionol onnuity.

Any disobilitont ottoining oge 65 ofter July l, 1973 sholl hove his onnuity computed
in occordonce with the Normol Retirement Annuity formulo obove.

14. Deoth Benefit

In event of deoth of deoth of on octive member, his occumuloted contributions sholl
be poid to his designoted beneficioqy with inte;est thereon o+ 3io/o peronnum com-
pounded onnuolly.
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ln the event of deoth of o retired qnnuitont, the excess (if ony) of his occumuloted
contributions without interest, minus onnuity poyments, sholl be poid to his desig-
noted beneficiory.

15. Seporotion Benefit

tn event of terminotion ofter l0 yeors of ollowqble service, o deferred vested onnuity
poyoble ot oge 65, or eorlier if otherwise eligib.le, provided former member does not
wiihdrow his contributions. (Soid l0 yeors of ollourcble service need not represent
PERA coveroge only but moy be in coniunction with service covered by other
Minnesoto funds such os those for stote employees ond teochen ond others which
hove this some provision; deferred onnuity is poid by eoch fund qccording to the
number of yeors of ollowoble service in eoch fund. )

Annuol Annuity determined os for Normql Retirement under the provisions of the
Plon ot dote oi terminotion considering ollovr,able service ond solory to dote of such
terminotion, ougmented by interest ot 3*o/o, compounded onnuolly from first of the
month following-seporotion from service or from July l, 1971, whichever is loter,
to the dote onnuity begins to occrue.

All former members sholl be eligible to receive o refund of their occumuloted con-
tributions without interest for the first three yeors of membership ond thereofter with
interest ot 3i"/o compounded onnuolly. (Such election is in lieu of ony other benefits
under the Plon. )

15. lncreose for Retired Annuitonts ond Disobilitonts wlro were receiving poyments
on June 30, 1973 

-(l) All retired onnuitonts drowing onnuities os of June 30, 1973 sholl receive on
increose of 25o/o, poyoble os follows:

(o) Those included in the Minnesoto Adiustoble Fixed Benefit Fund sholl
hove their onnuities increosed effective July 1., 1973, by the some
rotio os the octuoriolly computed reserves of 3*o/o interest beors to the
octuoriolly computed reserves ot 5o/o interest. (This increose omounted
ro 9 ,7Ph.)

(b) Soid Annuitonfs sholl receive the remoinder of the 25o/o increose, or
15.29/", effective Jonuory l, 1974.

(2) All disobilitonts who were receiving benefits on June 30, 1973, sholl receive
qn increose of 25o/o effective Jonuory 1, 1974.

17. Optionol Annuities

A porticipont moy elect to receive on equivolent octuoriolly reduced onnuity in the
form of either o 5@/o or lOf,,o/o ioint ond survivor onnuity.

18. Expenses

Poid by Associotion from retirement fund.

19. Actuoriol Method

For purpose of reports tothe Legislotive Retirement Study Commiss-ion, gglls for the
Plon shill be determined on on "entry<ge level normol cost" bosis ond 5olo interest.
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Publ ic Emplovees Retirement Associotion

Police ond Fire Fund

FINANCIAL BALANCE SHEET
(Yeor Commencing July I , lW3)

ASSETS
I

I Osh-onHond $ -' On Deposir ond in Tronsit 70,309.60 $ 70,309.60

I ftfinnesoto Adiustoble Fixed Benefit Fund
I

Deferred Yield Adiustment
II Accounts Receivoble

M.S. 1971, Section 353.36 $ 6,686.98
1 M.S. 1971, Section 353.36, Subd. 9 I,001 .80
I Employer Contributions 4, 549 .15' lnterest 288,718.97

42,190.U
59,799.96

I , 108. 37 404,055.87 $ 7 ,469 ,855. 00

88,599 .78

$ 7,381 ,255.22

INVESTMENTS

$ l,lst,ooo.oo
Municipol

I Corporote 12,835,782.68
I Conodion Government lnsured 2,fi4,242.29

, Dividends
I From Regulor Fund
I Others

I Less Current Liobilities
I

Net Current Assets

I
I

I BondsI LJ. S. Government

r Stocks
I common
' Preferred

J Prepoid lnterest
I

Totol Assets

6,795,360. 84

200,128.69

Exhibit 9

3l ,577 ,922.56

| 4,386,897 .59

I U"mbers occumuloted contributions $9,250,907.99.

I
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Exhibit I0

Public Employees Retirement Associotion

Police ond Fire Fund

SOURCES AND USES OF FUNDS

w, 1973)

Employee Contributions $

Emp loyer Contributions

Minnesoto Adiustoble
Fixed Benefit Fund

Police ond Fire Stote Aid

Vorious Accounts Receivobles

!nvestment lncome

lnvestment Soles ond Receipts
Bonds
Stocks

Concelled Worronts

lnterest on Omitted Deductions,
Bock Poyments ond
Repoid Refunds

Supplementol Poyments
Receivoble

Decreose in Cosh Bolonce

Cosh Bolonce, 6/30/73

Totol (Stotements of Receipts
ond Disbursements)

2,035,728.16

3,497,718.70

11 ,342.14

576,861.00

1,316.32

1 , 536,295.85

11,094,397.65
423,472.63

4,017.55

14,204.67

33.49

22,833.42

$19 ,218,221 . 58

70 .309 . &

$l 9. 288. 53r . r I#

Refunds
Employee Contributions
Emp I oyer Contribu tions

Poyments to Minnesoto
Adiustoble Fixed
Benefit Fund

Annuities Poid
Retirement
Survi vor
Disobility

lnvestment Purchoses
Bonds
Stocks

Tronsfer to Regulor Fund

lnterest Poid on Refunds

Direct Expense

340, I06.55
12,628.12

875,&2.54

523,002.80
144,594.35

7 ,675.65

13,283,443.61
4,006,145.00

20,912.86

2,939.80

l,170.30

sl9. 2l L221 . 58

-
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Exhibit I I

Publ ic Employees Retirement Associotion

Police ond Fire Fund

ACCOUNTING STATEMENT OF INCOME AND EXPENSES
(July I , 1972 to June 30, 1973)

lncome

$3,490,898.30
2,076,869.56

I Speciol lncome from Police Stote Aid 576,861 .00
I ;nvestment lncome I r 58l ,023.21

r Other lncome 16, 168.88
I
I Tronsfer from Generol Fund 53,538,79

lncreose in Reserve Account

Minnesoto Ad justoble Fixed
Benefit Fund lncome

Totol lncome

179,952.89

723,906.56

I fmployer Contributions
I- 

Employee C.ontributions

I rxpenses
I g"*fio

I Refund of Contributions

I Expense - Generol

I Toto I Expenses

I

, Excess of lncome over Expenses

I

I

I

I
I

I
I

I

$ 675,055.1I

343,009.42

32,360.29

$8, 519 ,266.30

1.050. 423.82

s7 .468.842.48
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Public Emplovees Retirement Associotion

Police ond Fire Fund

RECONCILIATION OF ASSET BALANCES
(June 30, 1973)

$3,470,919.63
2,035,728.16

59,754.88
1 ,457 ,682.69

723,906.56
123,340.52
576,961 .00
171 ,617 .28
36,147.55

$ 675,055.1I

340,068.62
6,216.09
2,939.90

6,373.72
124,102. t6
32,360.29

Exhibir I2

$31 ,490,335.30

655,958.27

$40,146,293.57

187 1l5.79

$38,959,177.78

88,599.78

$39 .047 .777 .56

Asset Bolonce ' July l, 1972

Add:
Empl oyer Contributions
Empl oyee Con tributions
Tronsfers from Regulor Fund
lnvestment Eornings
Minnesoto Adiustobl e Fixed

Benefit Fund lncome
Goin on Sole of Stocks ond Bonds
Police Stote Aid
Adiustment to Benefit Reserves
Other lncome

Totol Additions

Deduct:
Benefits Poid

Retirement
Survivor
Disobility

Refunds
Tronsfers to Regulor Fund
lnterest Poid on Refunds
Adiustments to Minnesoto Adiustoble

Fixed Benefit Fund
Adiustments to Members' Active Accounts
Administrotive Expenses

Totol Deductions

Current Liobilities ond Accounts Poyoble

Asset Bolonce. June 30. 1973

$525,690.94
142 ,614 .98

g ,749 .19
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Exhibit l3

Public Emplovees Retirement Associotion

Police ond Fire Fund

ACTUARIAL ASSUMPTIONS

The ossumptions con be summorized os follows:

ln te rest:

Arlortolity:

Retirement Age: 62

Disobility:

Turnover:

Solory Scole:

5o/o

1965 Group Annuity

See Following Toble

See Following Toble

3lo/o per yeor

I Age 62 wos used os the overoge oge ot retirement to ollow for the lowering of the
I eorliest retirement oge from 58 to 55. Prior to this chonge oge 64 wos the retirement

oge ossumption.
I

I A detoiled stotement of the moriolity rotes, disobility rotes, turnover foctors, ond
' solory scole is set out in the following poges.

46
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Toble I

AE
45
46
47
48
49

50
5l
52
53
54

55
56
57
58
59

60
6l
62

&
20
2l
22
23
24

25
26
27
28
29

30
3l
32
33
34

35
36
37
38
39

40
41
42
43
44

Public Employees Retirement Associotion

Police ond Fire Fund

All Employees

MORTALITY RATES

@)

.517

.537

.558

.58r

.607

.636

.667

.703

.742

.784

.831

.884

.941
r.005
1.074

1.152
1.237
r .33r
I .435
1.550

| .677
r.838
2.054
2.322
2.639

47
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Rote

3.002
3.409
3.856
4.344
4.869

5.429
6.027
6.656
7.321
8.0r 9

8.751
9.514

r0.3l2
r r . r54
12.057

I 3.043
r 4. 143
I 5.390

r366-01-83



Toble 2

Public Emplovees' Retirement Associotion

Police ond Fire Fund

All Emplovees

DISABILITY RATES

(P"r t,OOO erpl*)

Rote

1.70
1.75
r.80
| .86
1.92

I .98
2.05
2.12
2.19
2.27

2.35
2.50
2.70
2.95
3.20

3. s0
3.90
4.30
4.75
5.25

5.90
6.60
7.40
8.30
9.25

48
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4E
20
2t
22
23
24

25
26
27
28
29

30
3r
32
33
u
3s
36
37
38
39

40
4t
42
43
44

&s
45
46
47
48
49

s0
5l
52
s3
54

Rote

r0.40
I 1.50
12.95
r4.50
r6.10

17.70
r9.60
21.60
23.70
25.95

28.2s
30.65
33.2s
36.05
38.85

4l .65
44.50

55
56
57
58
59

60
6l

r366-0t-83
A. S.



Toble 3

Public Employees' Retirement Associotiqn

Police ond Fire Fund

All Emplovees

SEPARATION RATES

(P.r t,OOO erpt*)

&
20
2t
22
23
24

4E
40
4l
42
43
44

Seporotion

70.0
70.0
70.0
69.9
69.8

69.7
69.4
68.9
68.0
67.0

55 .8
u.3
62.4
59.8
56. I

5l .l
45.4
39.5
33.5
28.7

Seporotion

24,5
21.3
l8. s
t6.0
13.7

I t.8
10.2
8.7
7.3
6.1

5.0
3.9
2.9
2.2
t.5
t.l
.7
.5
.3
.l

45
46
47
48
49

s0
5l
52
s3
54

55
56
57
58
59

25
26
27
28
29

30
3l
32
33
u
35
36
37
38
39

49
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Toble 4

Publ ic Emplovees Retirement Associotion

Police ond Fire Fund

All Emplovees

EARNINGS PROGRESSION

& Rote

20 .2358
21 .2440
22 .2526
23 .2614
24 .2704

25 .2800
26 .2898
27 .3000
28 .3015
29 .3213

30 .3326
3l .3442
32 .3563
33 .3687
34 .3817

35 .3e50
36 .4088
37 .4231
38 .4380
39 .4533

40 .4692
41 .4856
42 .5026
43 .s202
44 .5384

Aoe Rote+

45 .5572
46 .5767
47 .5969
48 .6178
49 .6394

50 .6618
5r .6849
52 .7089
53 .7337
54 .7594

55 .7860
56 .8135
57 .8420
58 .8714
59 .9019

60 .933s
6r .9662
62 1.0000
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Publ ic Employees Reiirement Associotion

Police ond Fire Fund

EMPLOYEE STATISTICS

AND

SUMMARY OF PI.AN

t

I gxhibit 14 Reconciliotion of Active Members' Exhibit 15 Reconciliotion of Annuitonts
, Exhibit 16 Summory of Plon
I
I
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Exhibit l4

Publ ic Employees Retirement Associotion

Police ond Fire Fund

RECONCILIATION OF ACTIVE MEMBERS

As of July I , 1972

New Entronts

Reinstoted

Seporotions:

(o) With Refund of Contributions

(i) Deoih
(ii) Withdrowol

(b) With Deferred Annuity

(c) With Disobility Annuity

(d) With Normol Retirement Annuity

(e) With Survivor Annuity

Tolq-l

Active os of Julv 1, 1973:

1366-0r-83 5l
A. S. Hansen, inc.

To&L

3,027

373

59

?,!59_

3. 105

22
274

2

4

43

9
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Exhibit l5

Public Emplovees Retirement Associotion

Police ond Fire Fund

RECONCI LIATION OF ANNUITANTS

Normol Retirement Annuitonts

As of July I , 1972
Additions During Yeor
Deletions During Yeor

Totol os of Julv 1 , 1973

Disobilitv Annuitonts

As of July I , 1972
Additions During Yeor
Deletions During Yeor

Totol os of Julv 1, 1973

Survivor Annuitonts

216
45

-r0

u1

5
4

-3

__6

57
I

-l
_65

(o) Spouse Only
As of July I , 1972
Additions During Yeor
Deletions During Yeor

Totol os of Julv 1 , 1973

(b) Survivors with Chi ldren
AsofJulyl, 1972
Additions During Yeor
Deletions During Yeor

Totol os of July l, 1973

Deferred Annuitonts

48
4

_52

II
2

_]E

As cf July I , 1972
Additions During Yeor
Deletions During Yeor

Totol os of Julv 1, 1973

52
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Exhibir l6

l. Nome

Public Employees Police ond Fire Fund.

2. Tvpe of Plon

Self-insured, monoged by o l3-nember Boord of Trustees, ten elected ond three
oppointed by three employer groups.

3. Emplover lncluded

Any county, city, villoge, borough, town within the stote.

4. Employees lncluded

Alt full fime, ond certoin port time, police officers ond fire fighters, who ore not
contributing to ony other locol ret irement plon.

5. Allowoble Service

All periods of public service during which solory deductions were mode or for which
poyments in lieu of solory deductions were deposited, including outhorized leoves
of obsence, sick leoves, militory leoves ond loyoffs.

6. Considered So lorv

Solory meons the periodicol totol compensotion of ony public emp.loyee before
deductions for deferred compensotion or supplementol retirement plons, ond olso
meons woges ond includes net income from fees.

7. Emplovee Contributions

After July 1, 1973, 8/o of considered solory.

8. Emplover Cgntributions

An omount equol lo lT/o of considered solory.

9. Normol Retireme3l Annuitv

After ottoinment of oge 55 ond completion of ot leost l0 yeors of ollowoble service.

"Averoge solory" meons on omount equivolent to the highest solory upon which con-
tributions were'poid for ony five successive yeors of ollowoble service prior to dote
of seporotion from public service.

puBLtc EMPLOYELS POLICE AND FIRE FUND

SUMMARY OF PLAN
(EffectivEJulyl,1973)

s3
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Annuity equol to:

(o) 2L"/" of "Averoge Solory" for eoch of the first 20 yeors of ollowoble
service, plus

(b) 2o/o of "Averoge Solory" for eoch yeor of service over 20 yeors.

10. Lote Retirement Annuitv

Annuol Annuity determined os for Normol Retirement, considering ollowoble service
ond solory to octuol retirement

I l. Disobilitv Benefit

tn event of disobility, which renders member unoble to perform the duties of o
police officer or fire fighter, ofter not less thon five yeors of ollowqble service.

Annuol Benefit poyoble to oge 55 determined os for Normol Retirement, considering
ollovroble service-ond solory to dote of disoblement, except if service is under
I0 yeors, the benefit sholl be the some os though the member hod l0 yeors service.

ln the event of disobility incurred in line of duty regordless of yeors of ollowqble
service, the benefit sholl be eguol to 50olo of "Averoge Solory" plvs ?/" of such
solory for eoch yeor of ollowoble service in excess of 20 yeors.

lf disobility continues to oge 55, the disobility benefit sholl terminote ond the
person sho[l be deemed to be on retirement stotus with on onnuity in the some
omount thot he wos previously receiving, or he moy select on optionol onnuity.

12. Survivor or Deoth Benefit

ln event of deoth of on octive member, or in event of deoth of o disobilitont prior
to oge 55.

Annuol Survivor Benefit to dependent spouse , of 3@/" of overoge solory during the
lost six months of ollowqble service, plus for eoch dependent child, I@/o of such
overoge solory. Moximum fomily benefit equol to $400 per month. Minimum fomily
benefit equol'to 3@/" of such overoge solory, subiect to the moximum limitotion.

ln the event of deoth of o retired onnuitont, the excess (if ony) of his occumuloted
contributions without interest, minus onnuity poyments, sholl be poid to his desig-
noied beneficiory.

tn cose of deoth of o member who hos no eligible surviving dependents, his occumu-
loted contributions sholl be poid to his designoted beneficiory with interest thereon
ot 3L"/" per onnum compounded onnuolly.

13. Seporotion Benefit

tn event of terminotion ofter l0 yeors of ollowqble service, o deferred vested onnuity
poyoble ot oge 55, provided former member does not withdrow his contributions.
(Sdia tO yeois of ql[owoble service need not.represent PERA-coveroge only but moy
be in coniunction with service covered by other Minnesotq funds such os those for
stote empioyees ond teochers ond others w.lrich hove this some provili*;.deferred
onnuity it ptia by eoch fund occording to the number of yeors of ollowoble service
in eoch fund. )
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Annuol Annuity determined os for Normol Retirement under the provisions of the
Plon ot dote of terminotion considering ollowoble service ond solory to dote of
such terminotion, ougmented by interest of 3io/o, colllPounde_d onnuolly -from first
of the month following seporotion from service or from July I , 1971, whichever
is loter, to the dote onnuity begins to occrue.

All former members sholl be eligible to receive o refund of their occumuloted con-
tributions without interest for t6e first three yeors of membership ond thereofter
with interest ot 3i% compounded onnuolly. (Such election is in lieu of ony other
benefits under the Plon. )

14. lncreose for Retired Annuitonts, Survivors ond Disobilitonts who were receiving
ents on June 30, 1973

(l) All retired onnuitonts drowing onnuities os of June 30, 1973 sholl receive on

increose of 25o/o, poyoble os follows:

(o) Those included in the Minnesoro Adiustoble Fixed Benefit Fund
sholl hove their onnuities increosed effective July l, 1973, by
the some rotio os the octuoriolly computed reserves ot 3i% interest
beors to the octuoriolly computed reserves ot 5olo interest. (this
increose omounted lo 9 .72o/".)

(b) Soid onnuitqnts sholl receive the remoinder of the 25o/" increose,
or 15.28/o, effective Jonuory I , 1974.

(2) All survivors ond disobilitonts who were receiving benefits on June 30, 1973
sholl receive on increose of 25/o effective Jonuory I , 1974,

I5. Optionol Annuities

A porticipont moy elect to receive on eguivolent octuoriolly reduced onnuity in the
form of either o 5@/o or l0CP:/" ioint ond survivor onnuity.

16. Expenses

Poid by Associotion from retirement fund.

17. Actuoriol Method

For purpose of reports to the Legislotive Retirement Study Co.TTiss-ion, ."gtt for the
Plon shlll be determined on on "entry-oge Level normol cost" bosis ond 5olo interest.
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GVS Minnesota Mernorandurn No. 73-9
January 21, 1974

PERA VALUATION AS OF JUNE 30, tg73

(Generai Fund)

The purPose of this ITlernorandurn is to discuss the Supplernental Valuation
Report of the Public Ernployees' Retirerrrent Association, dated Novernber 9,
1973, which was subrnitted to the Cornrnission in accordance with Chapter 249
of Minnesota Laws It57 and Chapter ZB9 of Minnesota Laws 1969. The valuation
was rnade using the entry age norrnal cost rnethod and assurning 5To interest. The
1973 and l)72 valuation reports were cornpleted by Arthur Stedry Hansen,
Consulting Actuaries. The rnernorandurn will also discuss the original Valuation
Report dated October !, 1973.

This rnernorandurn contains the following:

l. Statistical and Valuation Data
Z, Discussion of Valuation Results
3, Conclusion

Separate discussions will be given of the Basic Group and the Coord.inated Group
as required by Section 3 55. 30 I .

A. BASIC GROUP

t . Stati st ic aI and Valuation Data

Results of the valuation reports as of June 30, I)72 and June 30, 1973 are
shown for cornparative purposes. Figures are rounded where necessary for
s irnplicity of presentation.

As of As of
June 30, 1972 June 30, l!?3

( I ) Mernbership

Active Mernbers
Retired Membe rs
Disabled Mernbers
Survivors of Deceased Mernbers
Deferred Annuitants

,i. Corrected on l!73 Report.

25, BZg
5,663 ,:,

t)7 ,",

3,532 ,';

709 '1'

23, ggt
5, 935

232
3, 597

752



(3)

(2) Payroll and Annuities Payable

Covered Payroll
Annuities Payable (annual)

Valuation Balance Sheet

(4)

Acc rued Liability
As s ets
Unfunded Accrued Liability (Deficit)

Funding Ratio (As sets /Acc rued
Liability)

,i. Corrected on I!73 Report.

Normal Cost and Funding Costs

Normal Cost
Expenses
Norrnal Cost PIus Expenses

Norrnal Cost Plus Expenses
Interest on Deficit
Minirnurn Cont ribution

Norrnal Cost PIus Expenses
Arnort ization by 1997
Required Contribution

Statuto ry Contributions

Ernployee
'Ernploye r Regular
Ernploye r Additional
TotaI Contributions

(5)

As of
June 30, 1972

As of
June 30, 1973

of Dollars )

$ 184. I
13.3

$ 541. I
286.8

$ 2543

53.0q0

tz. ttqo
.17

deq,
IZ. ZBTo

6.9r
19 . rgTo

lZ. ZSTo

IO. OI

ffiq,

8' oo/o

8.0
2.5

tu s'/,

(MilIions

t89.z
ll.9

348. B

255.5 ,t,

93. 3

73.3ofs 't'

(MiIlions of Dollars )

$

$

ll.78o/o
0.20

tt.gelo

tt . g81o

l.7t
tl. eg'/,

tl.98To
2.96

14.94o/o

6'oo/o
6.0
2.5

t4 .5To

z. Discussion of Valuation Results

The above results show a rnodest increase in the norrnal cost but a substan-
tial increase in the arnortization contribution which rneans that a large part of the
cost of the irnproven-rent in benefits has gone into the deficit. The following chart
also brings out this fact; it shows the ratio of the Obligation for Service Rendered
to Date (PS) to the Total Present Value of Benefits (PV) and the sirnilar ratio in-
volving the Value of Benefits to be Earned in the Future (FS):
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PS/PV FS/PV

tgTz
t973

Years of Accrued %

Servic. Ota N"*

66. lolo

75.5
33.9Yo
24.6

Since this Basic Group is declining, a shift in this direction would be expected
even if no change in benefits had been rnade. In addition, the change in the
benefit forrnula produces a faster accrual of benefit percentages as shown by
the following chart:

Accrued %

10
r5
ZO

25

Years of
Service

30
35
40

Old New

55To 70ToIjYo Z01o

z0 32.5
30 45
42.5 57.5

70
85

82 .5
95

It should be noted that the statutory regular contributions whiclntotal 16\o

exceed the norrnal cost plus expenses of. IZ.ZBTI. On the other hand, the ernployer
additional contribution of Z.5To falls far short of the required arnortization contri-
bution of 10.01q0. This deficiency is not covered by the excess in the regular
contributions, and the situation is worse than indicated by the figures thernselves
since the 2.5% will be applied to a declining payroll. This point will be discussed
further at a later point.

The unfunded accrued liability increased by $ 151,054,357. The PERA
Actuary shows the following iterns to trace the change in the deficit.

Inc reases:

Change in Benef its
Salary Scale and Turnover Loss

Total Decreases

Net Inc rease

$ 19I,042,,059
zl. 256. 240

Total Increases $ ZOZ,298,299

Decreases:

Change in Assurned Interest Rate $ 31,290, 599
Arnortization Contribution 3,746, 566
Excess Interest 5,922, 180
Other Actuarial Gains 284,597

41, z43, g4Z

-3-
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B. COORDINATED CROUP

Statistical and Valuation Data

(I)

lz)

(3)

Mernb e rship

Active Mernbers
Reti red Mernbe rs
Disabled Metnbers
Survivors of Deceased Mernbers
Deferred Annuitants

Payroll and Annuities Payable

Covered Payroll
Annuities Payable (annual)

Valuation Balance Sheet

Acc rued Liability
As s ets
Unfunded Accrued Liability (Def icit)

Funding Ratio (Assets lAccrued
Liab ility)

Norrnal Cost and Funding Costs

Norrnal Cost
Expens es
Norrnal Cost Plus Expenses

Norrnal Cost Plus Expenses
Interest on Deficit
Minirrrurn C ont r ibution

Normal Cost PIus Expenses
Arnortization by 1997
Required Contribution

Statuto ry Cont ributions

Ernployee
Ernployer Regular
Ernploye r Additional
Total Contributions

As of
June 30, l97Z

45,044
716

39
z

37

62.6
45 .5 ,",

I?J

7Z .6ls ,r

(Millions of Dollars)

242.0 $ zts. t
o.7 0. g

(Miliions of Dollars)

As of
June 30 r973

49, 100
g0l

68
z

49

$ 6g.g
62.5

$ r+

89 .4To

$

$

(4)

(5)

5. tzqo
0.20
*Zq,
5 .3zqo
0 .25
*7v,
5 .3zqo
0.43
s.tsq,

3 .0,1o

3.0
1.5
, s"/,

6 .3tqo
0. l7
{ +eq,

6 .4gc/o
o. 14
o. ar/,

6.4BVo
o.z0
A. ee1'

4. Oo/,

4.0
1.5
frT,

>l'Corrected on Ig73 Report.
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Z. Discuss ion of Valuation Results

The results for the Coordinated Group present a picture just the reverse
of those for the Basic Group. The norrnal cost increased f rorn 5.lZTo to 6.31a/0,
an increase of ahnost one-quarter. On the other hand, the Report shows a
decrease in the deficit. The srnaller deficit plus a larger payroll results in
an arnortization contribution of 0.Zjqo of payroll cornpared with 0.43q0 in 1972.

During the year, 13,494 new errrployees entered the fund and 11, 855 ceased
to participate. The new ernployees do not create any accrued liability, and
accrued Iiability is released by the terrninations. These two factors together
produce a decrease in the deficit. On the other hand, the change to a benefit
based upon final salary plus the faster accrual of benefit credits resulting frorn
the change in forrnula exert an upward push on the deficit. The net result has
been a decrease which is analyzed in the following paragraph.

The unfunded accrued liability for the Coordinated Group decreased by
$9,691,329 during the year. The PERA Actuary shows the following breakdown:

Dec reases:

Change in Assurned Interest Rate
Arno rtiz ation Contribution
Excess Interest

Total Decreases

Increases:

Change in Benefits
Salary Sca1e Los s

Other Actuarial Losses

$ g, +zg,349
5,752, Zgg
1, 179, 515

z, 956,359
3, O9',7, 165

515,300

$ 16, 370, t5z

6,678, gZ3

$ 9, 691,329

does seern to be
the f aste r acc rual

Total Inc reases

Net Decrease

The $2, 966,358 increase f rorn
rather srnall in view of the change to
of benefit percentages.

the Change in Benefits
final salary along with

C. CONSOLIDATED REPORT

Since the Basic Report shows a deficiency in financing and the Coordinated
Report shows a surplus, the question arises as to whether the Systern as a whole
is in balance. This question can be answered best by cornparing the total re-
quirement in dollars with the support in dollars.

(



Basic C oo rdinated T otal

Required Support
Norrnal Cost plus Expense
Arnortiz ation
T otal

Statutory Cont ributions
Employee
Ernploye r

Ernploye r
T otal

zz, 606, B5B
lB, 43Z,4LZ
4r,039,270

$ 1?, 823, 3 l8 $ 40,430,176
539,287 lB, 97l,5gg

$ 18, 362,605 $ 59, 40 L,875

Regular

Additional

$ t4, 727,595
14, 727,595

$ zg, 455, lg0
4, 602,373

$ I l, 002, 048
I I, 002, 048

$ zz, oo4, 096
4, lz5,768

$ 25, 7Zg, 643
25,729,643

$ 5 I, 45 9,286
8, 7ZB, r4l

$ 34, 057,563 $ 26, tzg,864 $ 60, LB7,4Z7

The total regular contribution in each case exceeds the norrnal cost by a good
rnargin. On the other hand, the Ernployer Additional contribution for the Basic
Group is only one-fourth of the arnortization requirernent for the group.

A previous Comrnission adopted the principle that each group should stand
on its own feet so far as norrnal cost and regular contributions are concerned
but that any portion of the Ernployer Additional Coordinated contribution not
needed for Coordinated arnortizatton could be applied toward Basic arnorttzation.
In accordance with this principle, $3,586,48I of the Ernployer Additional Co-
ordinated contribution ($+, tZ5,768 - $539,287) rnay be used for Basic arrtortiza-
tion. Although this increases the financing for the Basic deficit to $8, 188,854
($4, 602, 373 + $3, 586,481), this arnount is still less than one-half of the Basic
arnortization requirernent. Part of this deficiency is offset by the excess of
Basic regular support over Basic norrnal cost, but the net result is still a
deficiency of $3,395, 226 f.or the Basic Group. Another way of arriving at the
sarrre result follows:

Basic Required Support
Basic Statutory C ontribution
Gross Deficiency
Ernployer Additional

Coo rdinated Cont ribution
C oo rdinate d Arno rtiz ation

Requi rernent
Exce s s

Net Deficiency

D. CONSOLIDATED REPORT

$ 41, 039,270
34, 057, 563

$ 6, gg L, 707

$ 4, 125,769

539,297
3,596, 4.gl

$ 3,395, 226

- ALTERNATIVE APPROACH

When the PERA Valuation Report was first subrnitted on October T, 1973, it
was based upon a partial consolidation of the financing of the benefits for the two
groups. Ftrrthermore, the Report did not contain a separate treatrnent of each
of the two groups.

Although we are of thc opinion that the consolidated approach used in the
valuatiou has some rnerits, we pointed out that Section 355.301 still requires

-6-



separate valuations and rcquested that these be subrnitted. They have been dis-
cussed above

Since we feel that the consolidated rnethod has sorrre rnerit, we will present
a sumrrlary for review by the Cornrnission. This approach is based on the
reasoning that if coordination had not been rnade available, part of the contri-
butions on behalf of new ernployees would have been available for the financing
of irnprovernents in benefits for older ernployees. With aII new ernployees
going into the Coordinated Group, this source of help in financing the costs for
the older Basic ernployees has been cut off .

In this approach, the cost of a portion of the benefits of the Basic Group is
cornbined with the cost of the benefits of the Coordinated Group. The portion
is supposed to be the arnount of benefit which the rnernber would have if he were
a Coordinated rnernber. The financing of this cornbined cost is deterrnined by
the usual entry age norrrral cost rnethod with arnortization of the deficitby 1991.

The balance of the benefits for the Basic Group is financed over the average
rernaining service period of the rnernbers.

The support for the Basic Group is also divided with the consolidated portion
equal to the safi)e arnount as that contributed for a Coordinated rnernber and the
rernainder going toward the Basic Residue.

This approach produced the following results:

Consolidated B asic Res idue

Present Value of Benefits $ 582, 736,620 $ 344,087,677
Assets 132,75L,023 216,508, 675
Arnount to be Funded $ 449, 985,597 $ lZ7, 579, 002
Present Value of Norrnal Cost 229, 133, ZBZ
Def ic it $ ZZ0, B5Z, 3l5

When the Present Value of Norrnal Cost and the Basic Residue Arnount to be Funded
are related to the proper Present Value of Future Payroll figures, ratios of.6.Z4Ta
and 8.79olo, respectively, were obtained. The Deficit of $220,852,315 can be arrror-
tized by 1997 with an annual contribution of $16, 005, 16? which is 3.49T0 of the total
payroll. In surnrnary, the picture would appear as follows:

Consolidated Basic Residue

Norrnal Cost
Expenses

Arno rtiz ation

Ernployee
Employcr Regular
Ernploye r Additional

6 . Z4o/o

0. 17

o . +t"/,
3 .49
9.90o/o

4'oo/o

4.0
r.5
frn/"

8.7 Bo/o

4'oo/o

4.0
1.0
l. ouJ,
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Although the percentages in the above surrrrrrary seern to indicate approxi-
rnate balance, one rnust rernernber that the 0.40/o deftciency in the Consolidated
section is applied to the total payroll of $45!, 146, I37 whereas the 0.ZZqo surplus
in the Basic Residue section is applied to only the Basic payroll of $184, 094,937.
In addition, even though the approach rnay have sorne rnerit, there rernains sorrle
question about the reasonableness of the allocation of total Basic cost figures and
assets between Consolidated and Basic Residue. The following chart displays
this alloc ation:

Total Basic Consolidated Basic Residue

Present Value of
B enef its

As s ets
$ 717, 168,286 $ 373, 080, 5 09(52.0210) $ 344, 087,677(47. g8rrc)

286,796, ggz 70, zB8,3L7(Z4.5r7o) Zr6, 508,675(75.4g10)

Arnount to be Funded $ 430, 37l, 294 $ 302, 792, Z9Z(7 0.36qo) $ 127, 579, 002(29.64%)

The allocation of.5Zlo of the Present Value of Benefits appears without detailed
analysis to be reasonable since the benefit credits for the first decade of service
have the ratio 50olo (l{e vs. ZTol and those for later decades have the ratio 60%
(1.5{o vs. 2.510). However, we question whether an allocation of. 24.5To of the
assets is reasonable.

In surnrnary, the above approach does have sorne rnerit. On the other hand,
it is not authorized by law at the present tirne, and even if it were, the allocation
of costs and assets presents a problern.

4. Conclusion

The Supplernental Report dated Novernber !, 1!73 filed by PERA conJorrns
with the statutes. Although the Report dated October 9, 1!73 presents an in-
teresting approach, it does not, in our opinion, conforrn with the present Iaws.

Under Present laws and standards, the financing for the Coordinated Group
aPPears to be rnore than adequate but that for the Basic Group is not sufficient to
retire the Basic deficit by 1991.

Franklin C. Srnith
Associate, Society of Actuaries
GEORGE V. SI-ENNES AND ASSOCIATES
Cornrniss ion Actua rie s
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GVS Minncsota Mernorandurr No. 73-10
June lB, 1974

PERA VALUATION AS OF JUNE 30, 1973

(Police and Fire Fund)

The purpose of this rnernorandurn is to discuss the valuation report of

the PERA Police and Fire Fund, dated Novernber $, 1973, which was sub-
rnitted to the Cornrnission in accordance with Chapter 24) of Minnesota Laws
Ig5? and Chapter ZB9 of Minnesota Laws 1959. The valuation was rnade using
the entry age norrnal cost rnethod and assurning 5To interest. The 1973 and

l)72 valuation reports were cornpleted by Arthur Stedry Hansen, Consulting
Actuarie s .

This rnernorandurn contains the following:

1. Statistical and Valuation Data
Z. Discussion of Valuation Results
3. Conclusion

Statistical and Valuation Data

Results of the valuation repott are shown below
where necessary for sirnplicity of presentation.

As of
June 30, 1972

3,027
Z16,','

5

192:.'
I l'i'

28, 359,526
5gg, 255

34. I rnillion
3I.6 rnillion

2. 5 rnillion

92. BTo

are rounded

As of
June 30, 1973

3, 105

25t
6

z0l
13

$ 30, I 92,486
746,734

51.7 rnillion
38.9 rnillion

12.8 million

75.3alo

Figures

(I ) Mernbership

Active Mernbers
Retired Mernbe rs
Disabled Mernbers
Survivors of Deceased Mernbers
Deferred Annuitants

(Z) Payroll and Annuities Payable

Covered PaY ro11

Annuities Payable (annual)

(3) Valuation Balance Sheet

Acc rued Liability
As s ets
Unfunded Accrued Liability

(Deficit)

Funding Ratio (Assets/
Acc rued Liability)

,i Corrected on 1973 Report



June 30
of
t97 z

As As of
June 30 rgtz

(4) Norrnal Costs and
Funding Costs

Norrnal Cost
Expenses
Norrnal Cost PIus Expenses

Norrnal Cost Plus Expenses
Inte re st on Def ic it
Minirnurn Cont ributi on

Norrnal Cost PIus Expenses
Arnortization by 1!t7
Required Contribution

(5) Statutory Contributions

Ernployee
Ernployer Regular
Ernployer Additional
Total

Inc re as es:

Change in Benefits
Salary Scale Loss

Total Inc reases

Decreases:

Change in Assurned Interest Rate
Excess Intercst
Arno rtiz ation C ont ributi on
Other Actuarial Gains

Total Dec re ase s

Net Inc rease

17.47T0
0. rz

tf Sgq'

17.5gTo
0.30

T13iT,

17 .5gqo
0.52

reJt7,

16. 07olo

O. II
Tolt;T,

r6. rgqo

z. tl
tezgq,

t5. t9o/o

3. 06

Tz+y,

$ 14, 5Z7,69Z
r,585,742

3, Ol0, LZg

826, l13
1,347,590

6zt, tol

8' oo/o

IZ. 0

0.0
Toq,

$ 16, tt3,434

5,804, 933

$ 10, 309, 501

7.oTo
to.5
I.5

ffi,l,

z. Discussion of Valuation Results

The benefit percentages of this plan were not irnproved, but the basis
was changed frorn career average to final salary. In spite of this irnprovernent,
the Report shows a decline in norrnal cost. On the other hand, the increase in
the deficit decreased the funding ratio frorrr alrnost 930/o to about 75T0.

The deficit increased frorn $2,446,030 to $L2,754,53I which is an increase
of $10,308,501. The PERA Actuary gives the following analysis of this change:
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t,

3. Conclusion

The Report liled by PIIRA relative to the Police and Fire Fund conforrns
with the requir:ements of the various statutes.

The statutory contribution of 200/o covers the required support. However,
the sizeable increase in the deficit plus the elimination of the Errrployer Addi-
tional contribution rneans that the financing of the deficit is now shared by
Ernployees and Ernployer.

Franklin C. Srnith
As s oc iate, Society of Actuarie s
GEORGE V. STENNES AND ASSOCIATES
Cornrni ss ion Actuarie s


