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STATE E}IPLOYEES RETIREI'IENT FUi{D

REPORT HIGHLIGHTS
(D0LLARS IN THoUSANDS)

A. C0NTRIBUTIoNS (TABLE ll)
l. Statutory Contributions - Chapter 352

% of Payrol 1

2. Required Contributions - Chapter 355
% of Payroll

3. Sufficiency (Deficiency) (A1-A2)

FUNDING RATIOS

l. Accrued Benefit Funding Ratio
a. Current Assets (Table 2)
b. Current Benefit Obligations (Table 8)
c. Funding Ratio (a/b)

2. Accrued Li abi I i ty Fund'ing Rat'io
a. Current Assets (TabIe 2)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio (a/b)

3. Proiected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit

0b'l'igations
c. Funding Ratio (a/b)

PLAN PARTICIPANTS

l. Active Members
a. Number (Table 3)
b. Projected Annual Earnings
c. Average Annual Earnings (Actual $)
d. Average Age
e. Average Service

2. Others
a. Service Retirements (Table 4)
b. Disability Retirements (Table 5)
c. Survivors (Tab1e 6)
d. Deferred Retirements (Table 7)
e. Terminated 0ther Non-vested (Table 7)
f. Total

07 /or/88
VALUATION

7.63%

7.61%

0.02%

$1,644,145
$ I , 775,445

92.60%

$ 1 ,644, 145
$2,115,476

77.72%

$2,824,501
$2,820,61 I

100. l4%

47,040
$1,315,571

$27,990
40.2
9.3

u,455
669
753

l, 162
4,084

18,123

07 /01/8e
VALUAT ION

8.85%

8.14%

0.7t%

$1,871,542
$2,109,272

88.73%

$1,87I,542
$2,456,686

76.18%

$3,457,595
$3 , 239,884

107.03%

48, 553
$1,418,l50

$29,148
40.5
9.4

1 1 ,564
555
850

I ,355
3,924

18, 3 58

B.

c.
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STATE EI'IPLOYEES RETIREI'IEI{T FUND

COI'II.IENTARY

Puroose

The purpose of this valuation is to determine the financial status of the Fund.

In order to achieve this purpose, an actuarial valuation js made at the

beg.inning of each fiscal year as required by Section 356.215 of Minnesota

Statutes.

Report Hi qh] i ohts

The statutory contributions for the State Employees Retjrement Fund are

sufficient for 1989 by an amount of 0.71% of payro'|l. Accordjng to this

valuation a contribution rate of 8.14% is required to comply with Minnesota Law.

The financial status of the Fund can be measured by three different funding

rati os :

o The Accrued Benefit Fundjng Ratio is a measure of current funding

status, and when viewed over a period of years, presents a v'iew of

the funding progress. This ratio is based on Statement No. 5 of the

Governmenta'l Accounting Standards Board. This year's ratio is

88.73%. The corresponding ratio for the prior year was 92.60%.

o The Accrued Liability Funding Ratio is also a measure of fund'ing

status and funding progress. It is based on the actuarial cost

method that has historically been used. For 1989 the ratio is

76.187o, which is a decrease from the 1988 value of 77.7?%.

-2-
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o The Projected Benefit Funding Rat'io is a measure of the adequacy or

deficiency in the contribut'ion level. This ratio, which is greater than

IOO%, verifies that the current statutory contributions are adequate.

Asset Information (Tables I and 2)

Minnesota Statutes require that the asset value used for actuarial purposes

recognize only a third of the unrealized gains and losses. This requirement

exists because market values (which include all unrealized gains and losses) are

typically volatile and can produce ematic changes in the contribution

requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines FI

to F6. It combines the cost value of the Assets Available for Benefits and

one-th'ird of the difference between the market value and cost value of those

assets.

The term "Actuarial Value of Assets" is used to indicate that the value was

determined for use in this actuarial valuation. Since M'innesota Statutes refer

to this value as "Current Assets", the latter phrase will be used in the

remainder of this report.

This Fund participates in the I'IPRIF (i.e. l{innesota Post Retirement Investment

Fund). The asset value shown for IIPRIF on line A3 is set equal to the MPRIF

Reserves reported on line D3 for both market and cost value purposes. This

reserve is based on a 5% interest assumption.

-3-
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Investment performance by SBI (i.e. State Board of Investment) above lhe 5%

level is not shown in the assets but will be added in on January 1, 1990 when

benefits will be increased for those annuitants who have been receiving payments

for at least 7 months. Next year's valuation will include the 1990 benefit

increase in determining the iIPRIF value.

After the MPRIF t'iability has been ca]culated for each participat'ing Fund, SBI

will determine each Fund's portion of the excess earnings for the January

benefit increase as well as the Fund's allocated market share of I'IPRIF. An

approximation of those values on June 30, 1989 is provided below:

l,lPRI F Reserves
Reserves Plus Excess
MPRIF Market Value

$70l ,989, ooo
Earnings 729,000,000

791 ,000,000

l,lembershio Data (Tables 3. 4. 5. 6 and 7)

Tables 3 through 6 summarize statistical 'information about members by category.

Actjve members are grouped by age and completed years of serv'ice in Table 3.

The earnings shown for these members are for the prior fiscal year except in

the case of new hires whose earnings have been annualized.

The service retirements are shown in Table 4 and disabled members are shown in

Table 5. The survivors category (Table 5) includes spouses and children of

deceased members.

A reconciliation of members in Table 7 provides a method for tracking what

happened to members during the past year.

-4-
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Actuarial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for eva'luating current and future

levels of funding.

Current funding levels are evaluated by comparing Cument Assets on line A to

Current Benefit Obligations on line D5. Curent and future fund'ing 1eve1s are

evaluated by comparing the Total Current and Expected Future Assets on line C to

the Total Current and Expected Future Benefit Obligations on line F.

The Current Benefit Obligation used to measure cument funding levels is

ca]culated in accordance with Statement No. 5 of the Governmenta'l Accounting

Standards Board (GASB). Those requirements are:

o For active members - salary and service are proiected to ret'irement

to determine benefits for each member and the ratio of credited

service to total service establishes the portion of the projected

benefit to be used in calculating the current funding level.

o For non-active members - the discounted value of benefits, jncluding

augmentation in cases where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be djsclosed

by Statement No. 5 of the Governmental Accounting Standards Board (GASB).

However, Statement No. 5 uses the terms "Actuarial Present Value of Credited

Projected Benefits" and "Pension Benefit Obligation" rather than "Current

Benefit Obl igation".

-5-
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The July l, 1989 Pension Benefit Obligation reported in Table 8 is reformatted

for GASB reporting purposes in the following table. This table shows the impact

of the changes in plan provisions on the liabilities under the old actuarial

assumptions. See page 9 for an explanatjon of the changes in plan prov'isions.

Retirees and beneficiaries currently
receiving benefits and terminated
employees not yet receiving benefits

Current Employees -
Accumulated employee contributions
including a'llocated investment income
Emp'l oyer- fi nanced vested
Empl oyer-fi nanced nonvested

Total Pension Benefit Obligation

* Estimated

Reti rees and benef i ci aries currenily
receiving benefits and terminated
employees not yet receiving benefits

Current Employees
Accumul ated employee contributions
including allocated investment income
Empl oyer-financed vested
Empl oyer-financed nonvested

Total Pension Benefit Obligation

* Estimated

Old Benefits New Benefits

$727 ,291,000 $732,848,000

421,822,000 *
610,813,000
172,469,000

454, 132,000
848,375, 000
138, 545, 000

$1,932,395,000 * $2, 173,901,000

The following table shows the impact of the change in actuarjal assumptions

using the new plan provisions. See page 1l for an explanation of the change

in actuarial assumptions.

0ld Assumotions New Assumptions

$732,949,000 $738,283,000

454,132,000 *
848,376,000
l3g, 545, 000

454, 132,000
785, 507,000
131,350,000

-5-
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Actuarial Cost liethod (Table 9)

The approach used by the State of Minnesota to determ'ine contribution

sufficiency is the Entry Age Normal Actuarial Cost Method' The primary

characteristic of this method is that it allocates costs as a Ievel percentage

of payro11.

A comparison of this actuarial method (Table 9) to the actuarial balance sheet

(Tab1e g) illustrates the two techn'iques for allocating liabil'ities of active

members to past and future. As noted in the prior section, the balance sheet

allocates benefjts and the corresponding l iab'il'ities, on the bas'is of service'

The method used in Table 9 allocates Iiabilities so that the cost each year will

be a constant percentage of payroll. Both approaches, however, calculate the

value of all future benefits the same rray (see line F of Table 8 and line A6,

co'lumn l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal

Actuari al Cost l,lethod by compari ng the I i abi I i ti es al I ocated to past serv'ice

(Actuarial Accrued Liability) to the Current Assets. This amount, line 83, is

funded over the remaining years to the amortization date by a series of payments

that remain a constant percentage of payroll each year'

The payments will increase 5.5% each year because that is the assumed rate of

increase in payroll. Although the payment schedule will be adequate to amortize

the existing unfunded, the lower payments in the earl'ier years w'ill not be

sufficient to cover the interest on the unfunded liability. After a few years

the annual payment will cover the interest and also repay a portion of the

unfunded.

-7-
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Sources of Actuarial Gains and Losses (Table 10)

The assumptions used in making the calculations using the Entry Age Normal

Actuarial Cost tlethod are based on long-term expectations. Each year the actual

experience will deviate from the long-term expectation. The maior sources of

gain and loss, which have been identified, are:

A gain from salaries where the average'increase was 4.6% compared to

the expected 6.5%.

A gain from Current Assets because the return was 14.2%'instead of

the assumed 8%.

Contribution Sufficiencv (Table ll)
This report answers the question of "How adequate are the Statutory

Contributions?" by comparing the Statutory Contributions to the Required

Contri buti ons .

The Required Contribut'ions, set forth in Chapter 356, cons'ist of:

Normal Costs based on the Entry Age Normal Actuarj al Cost Method

A Supplemental Contribution for amortizing any Unfunded Actuarial

Accrued Liabil ity

An Allowance for Expenses

-8-
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Table ll shows the Fund has a contribution sufficiency since the Statutory

Contribution Rate is 8.85% compared to the Required Contribution Rate of 8.14%.

Projected Cash Flow (Table 12)

Table 12 illustrates the anticipated cash flow over the amortization period.

The cash flow begins with the Non-tlPRIF Assets, which are the Current Assets

reduced by the IIPRIF Reserves. Contributions are then added based on the

present statutory rates for employees. As members become eligible for payments

from IIPRIF an amount of reserve is transferred to SBI. The other disbursements

represent benefjt payments made directly by the Fund.

This projected cash flow assumes that future payrolls increase by 6.5%. This is

the only table in the report where new members are assumed to be hired in order

to replace those who terminate from the active group. This open group method

provides a more realistic picture of future cash flow. The statutory interest

rate of 8.5% is used to project future investment return.

The amounts transferred to l,lPRIF will be affected by the number of members who

reach the assumed retirement age during a given year. The amount for 1991 is

Iarge because it includes those already over age 55 who are assumed to retjre a

year from the valuation date.

Chanqes in PIan Provisions

There were numerous changes in benefits in 1989 that are recognized in the July

l, 1989 actuarial valuation. The significant changes in benefits are summarized

bel ow.

-9-
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o

The service requirement for the normal retirement benefit' early

retirement benefit, disability benefit, surviving spouse annuity and

deferred benefit was reduced from 5 years to 3 years.

Special rules apply to those members who were hired before July I'
1989. The early retirement benefit was changed to be the greater of:

l% of ayerage salary for the first l0 years of service and 1.5%

of average salary for each additional year. The early

retirement reduction is .25% for each month that retirement

precedes age 65 or age 62 if 30 years of service. If member

meets the RuIe of 90 requirement, there is no early retirement

reduction; or

1.5% of average salary for each year of service. The early

retirement reduction is an actuarial equivalent reduct'ion w'ith

augmentation at 3% per year to age 65.

The deferred annuity is now augmented at 5% a year for each year that

the benefit is deferred beyond age 55.

The interest rate credited on refund of member contributions was

lncreased from 5% lo 6%.

The joint and survivor annuity option now provides a bounce back

feature without additional reduction.

- l0-
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Chanqes in Actuarlal Assumptions

The pre-retirement interest rate assumption has been increased from 8.0% lo

8.5%. Also, the amortization target date has been changed to July l, 2020.

Impact Due To Changes In
Actuarial Assumotions

Actuari al Accrued Li ab'i I i tY
Pension Benefit Obl igation

for GASB No. 5

Normal Cost
Suppl ementa'l Contri buti on
Required Contribution

Actuari al Accrued Lj abi 1 i ty
Pension Benefit Obl igation

for GASB No. 5

Normal Cost
Supplemental Contribution
Required Contribution

Impact Due To Changes In
Plan Provisions

$23l,l67,ooo

241 ,515,000

1.02%
.7t%

1.73%

Interest Rate
Chanqe

($73,627, ooo)

(64 ,629,000)

(.47%)
(. rs%)
(.62%)

Amortization Date
Chanqe

$o, ooo, ooo

o,00o, ooo

.00%
(.3e%)
(.3e%)

-tl-
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STATE EI'IPLOYEES RETIRET'IENT FUND

ACCOUNTING BALANCE SHEET

(DOLLARS IN THoUSANDS)

ilulY I' 1989

I4ARKET VALUE

$22,377

268,7?3
867 ,946
103,044
701 ,989

2,972

TABLE I

COST VALUE

$2?,377

264,885
750,862
82, 588

701 ,989

2,972

A. ASSETS
l. Cash, Equivalents, Short-Term Securities
2. Investments

a. Fixed Income
b. Equity
c. Real Estate

3. Equity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. 0ther

B. TOTAL ASSETS

C. AMOUNTS CURRENTLY PAYABLE

D. ASSETS AVAILABLE FOR BENEFITS
1. Member Reserves
2. Emp'loyer Reserves
3. l.tPRIF Reserves
4. Non-MPRIF Reserves

5. Total Assets Available for Benefits

E. TOTAL AMOUNTS CURRENTLY PAYABLE AND

ASSETS AVAILABLE FOR BENEFITS

==1I3!1311

$1 ,257

$316,302
941,931
701 ,989

5,572

==11311:!11

$1,257

$316,302
800, 553
701 ,989

5,572

$1,965,794 $i ,824,416

$l,967,051 $ I ,825,673

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

l. Cost Value of Assets Available for
Benefits (D5)

2. Market Value (D5)
3. Cost Value (D5)

4. Market Over Cost (F2-F3)
5. l/3 of Market 0ver Cost(F4)/3

6. Actuarial Value of Assets (F1+F5)
(Same as "Current Assets")

-t?-

$1 ,965,794
1,824,416

$1,824,415

47,126

===l131Il11

$141,378
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STATE E}IPLOYEES RETIRE}IENT FUT{D

CHANGES IN ASSETS AVAILABLE FOR BEIIEFITS AND ASSET ALLOCATION
(D0LLARS IN THoUSANDS)

YEAR EilDING JUNE 30, 1989

A. ASSETS AVAILABLE AT BEGINNING OF YEAR

I4ARKET VALUE

$l ,713,674

$43,957
45,401

l l0,86l
73,477
20,84 I
I,100

37,085

TABLE 2

COST VALUE

$ 1 ,609, 381

$43,957
45,401

I 10,861
73,477
20,841
l,100

0

B. OPERATING REVENUES
I . lllember Contri buti ons
2. Employer Contributions
3. Investment Income
4. I'IPRIF Income
5. Net Realized Gain (Loss)
5. 0ther (Includes State Appropriation)
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

OPEMTING EXPENSES
l. Service Retirements
2. Di sabi I i ty Benefi ts
3. Survivor Benefits
4. Refunds
5. Expenses
6. Other

7. Total Disbursements

D. OTHER CHANGES IN RESERVES

E. ASSETS AVAILABLE AT END OF YEAR

-13-

$33?,722 $295,537

$66,942
2,662

0
7,898
2,660

474

$66,942
2,652

0
7,898
2,660

474

$80,636

34

113!l:131

$80,636

34

II331113
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TABLE 3
STATE EI'IPLOYEES RETIREI'IENT FUND

ACTIYE IIEIIBERS AS OF JUilE 30' 1989

&
<25

25-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

TOTAL

t,142 962 95
1,329 3,190 I,480

I,136 2,883 2,566
913 2,342 2,?31

623 1,528 1,453
334 962 848

196 574 621
t20 348 460

60 150 310
t9 44 9l

5,872 13,083 10,155

167

1 ,543
2,352

1 ,705
980

7t3
552

435
124

g,571

160
1,227

I ,465
740

538
485

388
109

5,172

153

824 66
889 374 43

535 388 343
488 342 455

376 172 242
92 31 46

3,358 1,373 1,129

2,199
6, 165

8,288
9, 218

7,764
5, l7o

3,909
3,250

2, 133
556

48, 553

AVERAGE ANNUAL EARNINGS

YEARS OF SERVICE

&E

<25
25-29

30-34
35-39

40-44
45-49

50-54
55-59

50-64
65+

ALL

<1

5,894
8, 556

g, 491
9,451

9,621
8,682

9,184
8,036

8,940
l4,607

8,343

u 5-e

17,139 19,088
20,663 22,547

?2,080 24,631
23,109 ?5,708

23,028 26,213
22,679 25,620

2l , 501 24,631
20,263 24,lo5

19,847 24,445
20,038 19,038

2l , 500 24 ,7 4l

10-14 15-19 20-24 25-29 30+

26,522

30,935
33,333

3l,103
29,570

28,567
28, 010

30,855

32,078
34,040

34,343
33,024

29,871
27,432

33, 107

32,713

35,089
35, 791

35, I 23
32,447

35, l8l

ALL

I I ,383
18,581

21,755
24,432

26,695
27, 555

27 ,442
27 ,718

26,877
25,152

23,915

22,656

?5,692 26,002
28,269 28,163

29 ,720 32,366
29,390 31,578

27 ,626 29,932
27,338 28,577

26,072 27,491
25,776 27,314

27 ,852 29,959

<I

48,989

E
282,590

5-9

251,250

l0-14

238,716 153,151

20-24

I 03 ,649

25-29

45,456

39r

39, 719

TOTAL

1 , 153,520

- l4-

,r. @a// coMPANY



TABLE 4

STATE EIIPLOYEES RETIREI'IE}IT FUTID

SERYICE RETIRE}IENTS AS OF i'U}IE 30, 1989

AE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

TOTAL

&E

<50
50-54

55-59
60-64

55-59
70-74

75-79
80-84

85+

ALL

3

39
233

153
8

8,81 I

3,240
5,81 1

5,212
4,331

3

201
I ,059

I ,670
257

4
I

4,509

8,236
7, 535

6,011
5, 291

3, 517
3,743

rt2

I ,073
1,882

173
2

9,097

6,998
5,894

5,325
lo,155

t8
578

I ,549
298

8

2,551

7 ,644
5,875

4,602
5,129

7,204

4,982

l3

234
886

264

1 ,397

3, 123

4, 490
4,083

3,799

4,089

ll
87

385

483

?,152
2,800

2,959

2,911

I
14

235

250

I ,537
2,459

3,018

2,981

0
5

240
I ,414

2,914
2,738

2,072
I ,288

892

I I ,564

0
6, 710

7,424
7 ,376

5, 343
5,816

4,533
4, 230

3,261

5, 5gg

436 3,205 3,242

AVERAGE ANNUAL A}I}IUITY

5,364 6, 596 5,343

<t

2,339

L4
2l, l4l

E9

20, 563

l0-14

12,709 5,712

20-24

1 ,406

&
745

TOTAL

64 , 615

- l5-
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TABLE 5
STATE E}IPLOYEES RETIREI.IETIT FUI{D

DISABILITY RETIREI,IEilTS AS OF JUNE 30' 1989

AgE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

TOTAL

&
<50
50-54

55-59
60-64

55-69
70-74

75-79
80-84

85+

TOTAL

3 17s 15

r0 30

102
63
183

I

5

15
l4

2t
t5

I,174

2,545

3, l90
2,729

2,355
3,475

I

5
7

6
7

4

30

1 ,350

2,986
2,542

3,520
2,337

2,077

2,662

I

3
2

l4

20

3,456

3,4?4
I ,575

2,755

2,780

32
30

5l
123

173
145

58
24

l8

665

3,421
4,210

4,496
4,263

4,147
3,719

3 ,378
2,985

2,612

3,923

2l 43 37

22 83
25 100

28

I , 2gg 3,347 4, 184 3,435
5,215 4,699 2,685 2,487

4,019 4,800 4,324 3,887
4,409 3,527 5, 153 4,712

4, l5g 4,665 3,670
3,796 3,921

4, lll

l6

47

7t199r79t2739

AVERAGE ANNUAL BETIEFIT

4,301 4,051 4,517 3,925 2,839

TOTAL AIITIUAL BE}IEFIT IIl{ TI{OUSANDS) BY YEARS OF DISABILITY
<! L4 5{ t0-14 ls-le

168 515 807 78r 20?

- 16-
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&
<50
50-54

55-59
60-54

65-69
70-7 4

75-79
80-84

85+

TOTAL

&
<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

TABLE 6
STATE EI{PLOYEES RETIREI{ENT FUND

SURYMRS AS 0F irUNE 30, 1989

28
l8

58
124

r81
t42

t27
88

8t7
410 I

I

2
ll

9
24

39

87

3
3

8
35

8
l0

l9

4l
74

92

3

l8
22

34
l9

t4

ll0

2,925

4,013
4,879

4, 5lg
4,652

3,504

4,360

2, 198

1 ,389

1,939
3,278

I ,933
2,102

?,034

2,192

2,024

?,419

2,905

2,534

2,072

2,055
2,069

2,125
1 ,567

2,102

2,010

3,494
3,431

4,729
5,170

5,009
4,707

3,972
3,635

2,516

4,335

l0 49

740
3 12

1t2
70 347

49
47

36
26

l0

2t8

3,311 3,410 4,452
3,379 3,566 3,463

8,360 4,414 3,135
5,338 5,504 4,711

5,514 5,226 4,955
3,255 5,147 4,981

4,7?6 4,311 3,493
3,554 3,750 4,5lo

17,294 1,989 2,338

5, 123 4,773 4,412

I
2

I
2

5

l3

2

2

5

84

850

AVERAGE AIITIUAL BENEFIT

TOTAL AI{IIUAL BEIIEFIT (Iil TI{OUSAI{DS) BY YEARS SINCE DEATH<tr
359 1,656

54 10-14 r5-r9

961 480 191

-17 -
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STATE E}IPLOYEES RETIREI,IET{T FUND

REC0NCILIATI0t{ 0F l,lEl'IBERS

ACTIVES

47,040

5,860

340

29,698
18, 955

48, 553

RETIREI.IENT

l,152

446

1 ,355

RECIPIENTS

TABLE 7

t{ON-VESTED

4,084

1,212

TERI'IINATED
DEFERRED OTHER

A.

B.

c.
(78)
(4)

(23)

0
(1)

( l2o)

(27)

(ss6)
(4e)
(ss)

(3s4 )
(2,631)

(eo2)

D.

A.

B.

c.

0n June 30, 1988

Addi ti ons

Del eti ons:
l. Service Retirement
2. Disability
3. Death
4. Termi nated-Deferred
5. Terminated-Refund
5. Terminated-0ther Non-vested
7. Returned as Active

Data Adjustments

Vested
Non - Vested

Total on June 30, 1989

0n June 30, 1988

Add'iti ons

Del eti ons :

l. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

Data Adjustments

Total on June 30, 1989

(7)
0

(84)
(21)

(420)

(3e6)

(444)

E. 3,924

D.

E.

RETIREI'IENT
ANNUITANTS

I I ,455

549

DISABLED

669

53

0
(s2)

0
0

(s)

665

SURVIVORS

753

73

( l4)
0

38

850

(45e)
0
0

29

1 1 ,564

- 18-

,r. %o// coMPANY



A.

B.

STATE EI{PLOYEES RETIREI'IENT FUi{D

ACTUARIAL BALANCE SHEET
(D0LLARS Ill THoUSANDS)

iruLY I, 1989

CURRENT ASSETS (TABLE I, F5)

EXPECTED FUTURE ASSETS
l. Present Val ue of Expected Future Statutory

Supp'l emental Contnibutions
2. Present Value of Future Normal Costs

3. Total Expected Future Assets

C. TOTAL CURRENT AND EXPECTED FUTURE ASSETS

D. CURRENT BENEFIT OBLIGATIONS Non-Vested
l. Benefit Recjpients

a. Retirement Annuities
b. Disability Benefits
c. Surviving Spouse and

Ch'ild Benefits

2. Deferred Retirements with
Future Augmentation

3. Former Hembers without Vested Rights

4. Active l,lembers
I I ,303
51, 126
50,958
7,963

0

Vested

$645,859
28,098

40, 312

21,836

2,178

925,686
0
0

283,440

29,513

TABLE 8

$1,871,542

812,955

783, 198

1,595,153

--11:M331

Total

$645,859
28,098

40,312

21 ,836

2,178

937,989
51,126
60, 958

291,403

29, 513

a. Ret'irement Annuities
b. DisabiIity Benefits
c. Survivors' Benefits
d. Deferred Retirements
e. Refund Li abi'l i ty Due to

Death or Uithdrawal

5. TotaI Current Benefit Obligations

E. EXPECTED FUTURE BENEFIT OBLIGATIONS

$131,350 $1,977,9?2 $2,109,272

$1,130,612

--13:313:331

$237 ,730

($227,81 I )

G.

H.

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

CURRENT UNFUNDED ACTUARIAL LIABILITY (D5.A)

CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F-C)

- 19-
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STATE EI.IPLOYEES RETIREI.IEI{T FUND

DETERT'|INATI0il 0F UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)

AND SUPPLEI.IENTAL CONTRIBUTION RATE

(D0LLARS IN THoUSAIIDS)

TABLE 9

ACTUARIAL
ACCRUED
LIABILITY

(3)=(l)-(2)
A.

iruLY I, 1989

ACTUARIAL ACTUARIAL
PRESENT VALUE PRESENT VALUE
OF PROJECTED OF FUTURE

BENEFITS NORMAL COSTS(l) G)
DETERI-'IINATION OF ACTUARIAL ACCRUED

LIABILITY (ML)
l. Active Members

a. Retirement Annuities
b. Disability Benefits
c. Survivors Benefits
d. Deferred Retirements
e. Refunds Due to Death or

Ui thdrawal

f. Total

Deferred Retirements with
Future Augmentation

Former Members llithout
Vested Rights

Annuitants in MPRIF

Total

$2, 50l ,601 $783, 198 $1,718,403

$1,753,036
95,505

I 12,058
479,469
5l ,533

$452,897
32,750
35,892

185,038
76,621

$1,310,139
62,755
75, 165

294,431
( 25, 088)

2.

3.

4.

$21,836

2,178

708, 697

5,572

$21 ,836

2,178

708,697

5,572

Reserve on 6/30/89 is $701,989
without the bounce back subs'idY
Recipients Not in MPRIF5.

6.

B. DETERMINATION OF

r. ML (A5)

2. Current Assets

3. UML (Br-82)

$3, 239,884
============

UNFUNDED ACTUARIAL ACCRUED

(Table 2, K3)

====!131:133

LIABILITY (UML)

==13:11!:!3!

$2,456,686

1,971,542

====113!:111

$32, 250, 137

t.8t%

C. DETERI,IINATION OF SUPPLEII'IENTAL CONTRIBUTION RATE

l. Present Val ue of Future Payrol I s through the
Amortization Date of July l, 2020

2. Supplemental Contribution Rate (83/Ct)

-20-
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)

A.

B.

c.

D.

STATE EI'IPLOYEES RETIREI'IENT FUND

GHANGES ItI U]IFUilDED ACTUARIAL ACCRUED LIABILITY
(DoLLARS It{ THoUSA}IDS)

YEAR EilDING 
'IUNE 

30, 1989

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS AND

CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl, and 82

4. Total (Bl+B2+83)

EXPECTED UML AT END 0F YEAR (A+B4)

INCREASE (DECREASE) DUE T0 ACTUARIAL LoSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EXPECTED

I . Sa'lary Increases
2. Investment Return
3. MPRIF Mortality
4. l,lortal i ty of Other Benef i t Reci pi ents
5. 0ther ltems

6. Total

UAAL AT END OF YEAR BEFORE PLAN AI4ENDMENTS

AND CHANGES IN ACTUARIAL ASSUMPTIONS (C+06)

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO

PLAN AI,IENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO

CHANGES IN ACTUARIAL ASSUMPTIONS

UML AT END 0F YEAR (E+F+G)

TABLE IO

(uML)

$471,331

$67,525
(90,458)
36,789

$13,857

$485, 188

($30, 516)
(62 ,984 )

968
0

34,948

($57,584)

s427 ,604

$231,167

($73,627 )

=======1:3!:111

E.

F.

G.

H.

-2t-
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STATE EIIPLOYEES RETIREIiEilT FUT{D

DETERI'IINATION OF CONTRIBI'TION SUFFICIENCY
(DoLLARS It{ THoUSANDS)

JULY I, 1989

%0F
PAYROLL

A. STATUTORY CONTRIBUTIONS - CHAPTER 352

4.34%

4.5t%

TABLE 11

$
AMOUNT

$61 ,548

53,959

B.

t.

2.

3.

3.

4.

Empl oyee Contri butions

Empl oyer Contri buti ons

Tota'l

REQUIRED CONTRIBUTIONS - CHAPTER 355

l. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or

Ui thdrawal

f. Total

Supplemental Contribution
Amortization by July l, 2020
of UML of $585,144

Allowance for Expenses

Total

CONTRIBUTION SUFFICI ENCY
(A3-84)

(DEF rC r ENCY)

Note: Projected Annual Payroll
on July 1, 1989 is $1,418,160

0.77%

for Fiscal Year Beginning

8.85%

3.54%
0.25%
0.27%
1.38%
0.66%

$ I 25, 507

$50,417
3,486
3,779

l9, 535
9,325

6.t0% $85, 543

2. t.8t%

0.23%

$25,659

$3,262

c.

8.14% $ I I 5,474

$ lo, 033

-22-
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STATE EI.IPLOYEES RETIREI.IEilT FUTID

PROJECTED CASH FLOI{
(DoLLARS Iil TH0USAilDS)

TRANSFERS
TO

I4PRI F

OTHER
DISBURSETIENTS

INVESTMENT
RETURN

TABLE 12

NON-MPRI F

ASSETS
YEAR END

$1,169,553

I ,335,930
I ,455,354
1,628,970
1 ,808, 583
2,00?,575

2,213,281
?,438,499
2,678,523
2,936,887
3,203,236

3 ,485,870
3,784,328
4,085,319
4,390,577
4,594,211

5,009,836
5,337,456
5,654,060
5,997 ,447
6,305, 138

6 ,658, 629
7 ,026,157
7,418,940
7,954,302
I, 273 ,850

g, 781 , 073
9,370,399

l0,045,753
10,777 ,ll2
I I , 525,007

12,358,157

FISCAL STATUTORY
YEAR CONTRIBUTIONS

1989

1990
l99l
t992
1993
1994

1995
1995
1997
1998
1999

2000
200r
2002
2003
2004

2005
2006
2007
2008
2009

2010
201 l
20t2
2013
2014

201 5
20t6
2017
2018
2019

2020

$125,507
133,555
142,344
l5l ,596
l5l ,450

171,944
183, l2l
195, 024
207 ,7oo
221,201

235, 579
250,891
267 ,199
284,567
303,064

322,763
343,743
365,085
389,882
415,224

442,214
470,957
501 ,570
534,172
568,893

605,871
645,252
687, 194
73 1 ,861
779,432

830,095

$51 ,297
I 16, 258
83 , 713
99,425

I 08, 896

ll7 ,978
131,022
145,813
159,149
184,482

202,546
226,040
260,581
298,412
340,395

371,216
404,17 4
451,753
492,969
557, 208

572,292
613,047
645,842
665,935
747,466

730,600
728,338
731,342
772,799
858,479

884,439

$9,975
l0,789
I I ,805
12,698
13,933

15, 129
16,522
17 ,795
lg, I l3
20,687

2?,137
23,821
25,493
27,382
29,502

3l , 531
33,771
36,242
38,935
41,869

44,930
48,275
5l ,834
55, 525
59,382

63,333
67 ,576
7?,044
76, 598
81,298

87,201

$102, 142
I 13,835
1 25, 781
I4o, l40
1 55,37 t

l7l,869
189, 64 I
208,508
228,926
250,317

272,738
295,428
320,856
345, 585
370,357

395,609
421,832
448,503
475,409
50l ,544

528,499
557,893
588,889
622,650
657,503

695,285
739,988
791 ,546
848,894
909, 240

973,595

-?3-
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SUIIIIARY

TABLE 13

STATE EIIPLOYEES RETIRET'IENT FUND

OF ACTUARIAL ASSUTiPTIO]IS A}ID IIETHODS

Pre-Reti rement:
Effective July l, 1989: 8.5% per annum
Prior to July l, 1989: 8.0% Per annum

Post-Retirement: 5% Per annum

Reported salary at valuation date increased 6.5% to
cui^rent fiscal-year and 6.5% annually for each-future
year. Prior fiical year salary is annualized for new

I'lembers.

Pre-Reti rement:
I*la'le - 1971 Group Annuity Mortality Table
Female - 1971 Group Annujty Mortality Table

male rates set back 8 Years

Post-Reti rement:
l,lal e - Same as above
Femal e - Same as above

Post-Disability:
I'lal e - Combi ned Annui ty Mortal i ty Tabl e

Female - Combined Annuity Mortality Table

Graded rates beginning at age 58 as shown in rate
table. l,lembers-who have attained the highest assumed
retirement age will retire in one year. In addition'
25% of membeis are assumed to retire each year that
they are eligible for the Rule of 90.

Graded rates based on actual experience developed by
the June 30, l97l experience analysis. Rates are
shown in rate table.

Rates adopted by l.lSRS as shown in rate table.

Prior year expenses expressed as a percentage of prior
year payrol I . (0.23% of payrol'l )

AII employees withdrawing after becoming eligible for
a deferred benefit were assumed to take the 'larger of
their contributions accumulated with interest or the
value of their deferred benefit.

85% of l4embers are married. Female is three years
younger than male.

NA

Interest:

Salary Increases:

Mortal i ty:

Retirement Age:

Separati on:

Disability:

Expenses:

Return
Contri buti ons:

Family Composition:

Social Security:

-24-
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Benefit Increases
after Retirement:

Speci al Consideration :

Actuarial Cost l,lethod:

Asset Va] uati on l4ethod :

Payment on the
Unfunded Actuarial
Accrued Li abi I 'ity:

Projected Cash Fl ow
Method:

TABLE 13
(cont)

Payment of earnings on retired reserves in excess of
57, accounted for by 5% post-retirement assumptions.

l,larried members assumed to elect subsidized joint and
survivor form of annuity as follows:

l.lales - 25% elect 50% J & S option;
- 457o elect 100% J & S option;

Females - 5% elect 50% J & S option;
5% elect 100% J & S oPtion.

Entry Age Normal Actuarial Cost Method with normal
costi eipressed as a level percentage of earnings.
Under this method Actuarial Gains(Losses)
reduce(increase) the Unfunded Actuarial Accrued
Liability.

Cost Value plus one-third Unrealized Gains or Losses.

A I evel percentage of payrol I each year to_ the
statutory amortization date assuming payro'|1
increases of 5.5% per annum.

Cash flows from the Non-MPRIF portion of the Fund were
projected based on the current p'lan benefits,
participant data, and actuarial assumptions. In
addition, new entrants were assumed so that the total
payroll would increase by 6.5% per annum.

-25-
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SEPARATIONS EXPRESSED AS THE

NUI'IBER OF OCCURRENCES PER IO.OOO

Disabilitv
Ma]e Femal e

TABLE 13
(cont)

Reti rement
l'1al e Femal e

00As
20
2t
22
23
24

25
26
27
28
29

30
31
32
33
34

6
7
7

7
8

4
4
4

5
5
5
5
5

5
5
6
5
7

7
7
I
I
9

9
l0
l0
ll
t2

l3
t4
l5
l6
l8

0
0
0

0
0
0
0
0

2
?
2
2
2

2
2
2
2

2

0
0
0
0
0

0
0
0
0
0

5
6
7
7

l0

l0
t2
l4
l6
20

Death
I'lal e Femal e

l.li thdrawal
Mal e Fema'le

2,400 3,700
2,250 3,550
2,080 3,390
1,920 3,230
1,760 3,070

I,600 2,910
I ,470 2,750
1,340 2,600
1,230 2,430
I , 130 2,270

1,040 2,L20
950 I,970
890 1,820
830 1,680
770 1,540

720 l,4lo
680 I,300
640 I,190
600 1,090
560 1,000

5
5
5
6
5

0
0

4
4 0

0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

I
9
9

l0
10

0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

I
t
I
I
2

2
2
4
4
4

2
2
2
3
3

3
5
7
9

u
l4
l6
20
24
28

920
850
780
720
680

630
590
560
530
500

470
440
410
390
360

20
23
26
29
33

l5
l8
20
23
26

29
33
38
42
47

53
59
55
7l
78

35
35
37
38
39

40
4l
42
43
44

45
46
47
48
49

50
5l
52
53
54

ll
t2
l3
l4
l5

530
500
480
460
430

410
390
370
350
340

320
300
280
260
240

0
0
0
0
0

0
0
0
0
0

-?6-
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TABLE 13
(cont)

As
55
55
57
58
59

60
5l
62
63
64

55
55
67
58
59

70

Death
l.lal e Femal e

tli thdrawal
l-lal e Fema'l e
2t0 330
170 290
140 230
90 170
40 90

Disabilitv
l.lal e Femal e

Reti rement
Mal e Femal e

00
00
00

50 50
50 50

150 150
150 150
500 200
350 350

l,100 l,100

10,000 10,000
00
00

85
93

t00
109
ll9

l3l
144
159
t74
t92

213
236
263
292
324

361

38
42
47
53
59

65
7t
78
85
93

100
109
ll9
l3r
144

159

76
90

ll0
136
t74

0
0
0
0
0

0

24
30
36
44
52

0
0
0
0
0

0

34
40
46
56
56

0
0
0
0
0

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

0

62
74
88

104
r22

0
0

0

0
0

-27 -
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EI igibil ity

Contri buti ons
l,lember

Empl oyer

Allowab'le Service

Sal ary

Average Sa'lary

RETIREI,IE}IT
Normal Retirement Benefit

El igibil ity

Amount

Early Retirement Benefit
EI igibil ity

TABLE 14

STATE EI{PLOYEES RETIREI.IEII FUilD

SUI.IIIARY OF PLAil PROYISIONS

State employees, non-academic staff of the
University of l'linnesota, and employees of certain
l{etro levLl governmenta'l units, unless excluded by
I aw.

4.34% of Salary. (Amended 1989)

4.51% of Salary. (Amended 1989)

Service during which l'lember contributions were made.
May also include certain leaves of absence, m'ilitary
service, and periods while temporary Worker's
Compensation is paid.

Includes wages, allowances, and fees.
Excludes lump sum payments at separation.

Average of the 5 highest successive years (50
successive months) of Salary. Average Sa'lary is
based on all Allowable Service if less than 5 years.
(Amended 1989)

First hired before Ju'ly l, 1989:
Age 65 and 3 years of Allowable Service.
Proportionate Retirement Annuity is available at
age 65 and I year of Allowable Service.

First hired after June 30, 1989:
The greater of age 65 or the age eligible for
full Social Security retirement benefits and 3
years of Allowable Service.
Proportionate Retirement Annuity is avajlable at
normal retirement age and I year of Allowable
Service. (Amended 1989)

1.5% of Average Salary for each year of Allowable
Service. (Amended 1989)

First hired before July I, 1989:
Age 55 and 3 years of Allowable Service.
Any age with 30 years of Allowable Service.
Rul e of 90: Age pl us Al I owabl e Servi ce tota'l s
90.
(Amended 1989)

-28-
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Amount

Form of Payment

Benefit Increases

TABLE 14
(cont)

First hired after June 30, 1989:
Age 55 with 3 years of Allowable Service.
(Amended 1989)

Fi rst h'ired before July I , 1989:
The greater of

l% of Average Salary for each of the first 10

years of A'llowable Service and 1.5% of Average
SaIary for each subsequent year with reduction
of 0.25% for each month the l'lember i s under
age 55 at time of retirement (age 6! if.30
y6ars of Allowable Service). No reduction if
lge plus years of Allowable Service totals
90.

or
1.5% of Average Salary for each year of
Allowable Service assuming augmentation to age
65 at 3% per year and actuarial reductjon for
each month the Hember is under age 65.
(Amended 1989)

First hired after June 30, 1989:
1.5% of Average Salary for each year of Allowable
Service assuming augmentation to the age eligib'le
for full Socjal Security retirement benefits at
3% per year and actuarial reduction for each
month the l4ember is under the Social Security
retirement age. (Amended 1989)

Life annuity with return on death of any ba1ance of
contributions over aggregate monthly payments.
Actuarially equivalent options are:

50% or 100% joint and survivor with bounce back
feature without additional reduction (option is
cancelled if l4ember is pre-deceased by
beneficiary).
15 year certain and life thereafter.
(Amended 1989)

Benefits may be increased each January I depending
on the investment performance of the Minnesota Post
Retirement Investment Fund (I'IPRIF). A benefit
recipient who has been receiving a benefit for at
Ieast 12 full months as of June 30 will receive a
full increase. Benefit recipients receiving
benefits for at'least I full month but less than 12
months will receive a partial increase.
(Amended 1989)

-29-

,.. Qffa// coMPANY

)



TABLE 14
(cont)

Irlembers retired under ]aw in effect before July l,
1973 receive an additional lump sum payment each
year. In 1989, this lump sum payment is-$25 times
6ach fu'|l year of Allowable Service or $400 per
full year of service less any Social Security
benefits received or annuity from a Hinnesota
public emp'loyee pension plan. In each following
year, the lump sum payment will increase by_the same
percentage increase that is appl ied .to-regular
annuitiei paid from MPRIF. (Amended 1989)

DISABILITY
Di sabi 1 i ty Benef i t

E1i9ib'iIity

Amount

Form of Payment

Benefit Increases

Retirement After
D'i sab'il i ty

E'ligibjlity

Amount

Benefit Increases

DEATH
Surviving Spouse
Opti ona'l Annui ty

Eligibility

Total and permanent d'isability before normal
retirement age with 3 years of Allowable Servjce.
(Amended 1989)

Normal Retirement Benefit based on Allowable Serv'ice
and Average Salary at disability without reductjon
for commencement before normal retirement age.

Payments stop at normal retirement age, or earlier
if disability ceases or death occurs. Benefits may

be reduced on resumption of partia'l employment.

Same as for retirement

Same as for retirement.

Normal retirement age with continued disab'il ity.

Any optional annuity continues. 0therwise a normal
retirement benefit equal to the disabi'lity benefit
paid before normal retirement age, or an actuarially
equivalent optional annuity.

Same as for retirement.

l,lember or former l,lember who dies before retirement
or disability benefits commence, if age 50 with 3
years of Allowable Service or any age with 30 years
of Allowable Service. If the l,lember dies before age
55 and has less than 30 years of Allowab'le Service,
benefits commence when Member would have been age
55. (Amended 1989)
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Amount

Benefit Increases

Refund of Contributions
Eligibility

Amount

Eligibility

Amount

TERI,IITIATION
Refund of Contributions

Eligibility
Amount

Deferred Benefit
Eligibility
Amount

TABLE 14
(cont)

Surviving spouse receives the 100% ioint and
survivor benefit the l*lember could have elected if
terminated. In lieu of this benefit the surviving
spouse may elect a refund of contributions with
i nterest.

Same as for retirement.

Active employee dies and survivor benefits are not
payable, or a former employee dies before annu'ity
begins, or a former employee who is not entitled to
an annuity dies.

The Member's contributions with 5y, interest if
death occurred before May 16, 1989, and 6% interest
if death occurred on or after tlay 16, 1989.
(Amended 1989)

Retired or disabled annuitant who did not select an
optional annuity dies, or the remaining recipient of
an option dies.

The excess of the l.lember's contributions over all
benef i ts pa'id.

Termination of state service.

l'lember's contributions with 5% interest compounded
annually if termination occurred before I'lay 16,
1989, and 6% interest compounded annually if
termination occurred on or after l.lay 15, 1989. A
deferred annuity may be elected in lieu of a refund.
(Amended 1989)

3 years of Allowable Service. (Amended 1989)

Benefit computed under law in effect at termination
and increased by the following annual percentage: 0%
before 7/l/71, 5% from 7/l/71 to l/l/81, and 3%
thereafter until January I of the year following
attainment of age 55 and 5% thereafter until the
annuity begins. Amount is payable as a normal or
early retirement. (Amended 1989)
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TABLE 15

STATE E}IPLOYEES RETIRE}iENT FUND

IiIILITARY AFFAIRS CALCULATIOII

Section 352.85 of Chapter 352 of Minnesota Statutes provides that certain

military affairs personnel may retire, with an unreduced benefit, at age 60. In

addition, they may receive disability benefits upon being found disqualified for

retention in active military duty. To fund these special benefits, employees

and employer contribute an extra 1.6% of payroll.

To recogn'ize the effect of the unreduced ear'ly retirement benefit available at

age 50, we have assumed that all military affairs personnel will retire at age

50, or if over age 60, one year from the valuation date.

The results of our calcu]ations are as follows:

l. Number of Active Members

2. Projected Annual Earnings

3. Norma'l Cost

a. Dollar Amount

b. Percent of Payroll

5

$215,574

$ 15,457

7.t7%

-32-
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TABLE 16

STATE EIIPLOYEES RETIREI'IENT FUi{D

PILOTS CALCULATIOT{

Section 352.85 of Chapter 352 of Minnesota Statutes provides that certain

transportation department pilots may retire, with an unreduced benefit, at age

62. In addition, they may receive disability benefits upon being found

disqualified for retention as pilots. To fund these special benefits, employees

and employer contribute an extra 1.6% of payroll.

To recognize the effect of the unreduced early retirement benefit available at

age 62, we have assumed that all pilots will retire at age 62, or if over age

62, one year from the valuation date.

The results of our calculations are as follows:

l. Number of Active l.lembers

2. Proiected Annual Earnings

3. Normal Cost

a. Dollar Amount

b. Percent of Payroll

5

$257,384

s 22,341

8.68%
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ISTH FLOOR
A4OO NORMANDALE LAKE BOULEVARD

MI NNEAPOLIS, M I NNESOTA 55437

(6r2) 92r-a7OO

I oarron,o,- sERVTcES
Cor"a"ao,o" PRoGRAMS
ADMINISTRATIVE SYSTEMS

INTERNATIONAL S ERVICES
ORGANIZATION SURVEYS

EMPLOYEE BENEFITS
EMPLOYE E COM MU N ICATIONS

RISK MANAGEMENT
INSURANCE CONSULTING

HEALTH CARE CONSULTING

December 7, 1989

Legislative Commission on
Pensions and Retirement
55 State Office Bui1ding
St. Pau1, ]'linnesota 551S5

RE: CORRECTIONAL EltpL0yEES RETIREilEi{T FUI{D

Commission Members:

l'le have.prepared an actuarial valuation of the Fund as of July 1, tggg based onr membership and financial data supplied by the Fund. 
--

I
|de certify that to the best of our knowledge and belief this actuarial valuationwas performed in accordance with the requiiements of Sectio; 3a6:ri5,'llinnesotaStatutest aTd the requirements of the sdandardi ioi nituarial uork, aooptta-uv-the Commjssion on September 20, 1999.

Respectful ly submi tted,

THE WYATT COI'IPANY

(x"re- P",a* u-,/eM.,*
Consul ti ng Actuary Actuaiy 

- - --rr r ! I Yvrr:
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CORRECTIOi{AL EI'IPL0YEES R,ETIREi|E}|T FUND

REPORT HIGHLIGHTS
(DoLLARS IN THoUSAT{DS)

A. CoNTRIBUTIoNS (TABLE 1r)

1. ^Statutory Contributions - Chapter 352
% of Payroll

2. Required Contributions - Chapter 35G
% of Payrol I

3. Sufficiency (Deficiency) (Al-A2)

FUNDING MTIOS

l. Accrued Benefit Funding Ratio
a. Current Assets (Table 2)
b. Current Benef.i!'gpligations (Tab1e 8)c. Funding Rati o (a/b)

2. Accrued L'iabi 1 i ty Fundi ng Rati o
a. Current Assets (Tab1e-2)
b. Actuari al AccrudO I_t abi i i ty (Tab1e 9)c. Funding Ratio (a/b)

3. Projected Benefit Funding Ratio (Table 8)a. Current and Expected Future Aisetsb. Current and Expected Future Benefit
0b1 igations

c. Funding Ratio (a/b)

PLAN PARTICIPANTS

I . Act i ve l,lembers
a. Number (Table 3)
b. Projected Annuai Earnings
c. Average Annual Earnings-(Actual $)d. Average Age
e. Average Service

2. Others
a. Service Retirements (Table 4)
b. Disability Retiremen[s (fabl6 S)c. Survivors (Table 6)
d. Deferred Retirements (Tab1e 7)
e. Terminated Other Non-vested (l'able 7)f. Total

07 /01/88
VALUATION

13.60%

10.37%

3.23%

$74,055
$69, 142

t07.12%

$74,065
$81 ,454

90.93%

$143,306
$ I 14,41 7

125.25%

07 /01/8e
VALUATION

13.60%

t0.87%

2.73%

B.

c.

7,267
$38,907
$30, 629

37 .4
8.0

328
6

l2
47
80

473

$85,441
$79, 143

t07.96%

$85,441
$92,684

92.t9%

$ 1 54, 739
$ I 28, 557

120.27%

1,317
$41,976
$3 I ,872

37.6
8.2

337
8

t2
58
57

472
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CORRECTIONAL EI'IPLOYEES RETIREI'IENT FUND

c01'lt'tEI{TARY

Purpose

The purpose of thjs valuation is to determine the financial status of the Fund.

In order to achieve this purpose, an actuarial valuat'ion is made at the

beginning of each fiscal year as required by Section 356.215 of Mjnnesota

Statutes.

Report Highl ights

The statutory contributions for the Correctjonal Employees Retirement Fund are

sufficient for 1989 by an amount of 2.73% of payroll. According to this
valuat'ion a contrjbution rate of 10.87% is required to comply with Minnesota

Law.

The financjal status of the Fund can be measured by three d'ifferent fund.ing

rati os :

The Accrued Benefit Funding Ratio is a measure of current funding

status, and when viewed over a period of years, presents a vjew of the

funding progress. Thjs ratio is based on Statement No. 5 of the

Governmental Accounting Standards Board. This year's ratio is 107.96%.

The corresponding ratio for the prior year was l07.lZ%.

The Accrued Liability Funding Ratio is also a measure of funding status

and funding progress. It is based on the actuarial cost method that

has historically been used. For 1989 the ratio is 92.19%, which is an

-2-
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increase from the 1988 value of 90.93%.

The Projected Benefit Funding Ratio is a measure of the adequacy or

deficiency in the contribution level. This ratio, which is more than

100%, verifies that the current statutory contributions are adequate.

Minnesota Statutes require that the asset value used for actuarjal purposes

recognize only a third of the unrealized gains and losses. Thjs requirement

exists because market values (which include all unrealized gains and'losses) are

typically volatile and can produce erratic changes in the contribution

requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines FI

to F6. It combines the cost value of the Assets Avaitable for Benefits and

one-third of the difference between the market value and cost value of those

assets.

The term "Actuarial Value of Assets" is used to indicate that the value was

determined for use in this actuarial valuation. S'ince Minnesota Statutes refer
to this value as "Current Assets", the latter phrase will be used jn the

remainder of this report.

This Fund participates in the I-IPRIF (i.e. Minnesota Post Retirement Investment

Fund). The asset value shown for MPRIF on line 43 is set equal to the MPRIF

Reserves reported on line D3 for both market and cost value purposes. Thjs

reserve is based on a 57o interest assumption.

-3-
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Investment performance by SBI (i.e. State Board of Investment) above the 5%

level is not shown in the assets but will be added in on January l, 1990 when

benefits will be increased for those annuitants who have been receiving payments

for at least 7 months. Next year's valuation will include the 1990 benefit

increase in determining the MPRIF value.

After the I4PRIF liability has been calculated for each participating Fund, SBI

will determine each Fund's portion of the excess earnjngs for the January

benefit increase as well as the Fund's allocated market share of tlPRIF. An

approximation of those values on June 30, 1989 is provided below:

MPRIF Reserves
Reserves Pl us Excess
MPRIF l*larket Value

$28, 354, 0oo
Earnings 29,400,000

31,900,000

ilembershio Data (Tables 3. 4. 5. 6 and 7)

Tables 3 through 6 summarize statistical information about members by category.

Active members are grouped by age and completed years of service in Table 3.

The earnings shown for these members are for the prior fiscal year except in

the case of new hires whose earnings have been annualized.

The service retirements in Table 4 include not only those retiring from active

status but also disabled members who have attained age 62. Disabled members

under age 62 are shown in Table 5. The survivors category (Table 5) includes

spouses and children of deceased members. The annua'l annuities shown in Table

4 and Table 6 represent the amount that is payable after 84 months, or age 65

if earl ier.

A reconciliation of members in Table 7 provides a method for tracking what

-4-
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happened to members during the past year.

Actuarial Balance Sheet (TabIe 8)

An actuarial balance sheet provides a method for evaluating current and future

levels of funding.

Current funding levels are evaluated by comparing Current Assets on line A

Current Benefit Obligations on line D5. Current and future funding 1eve1s

evaluated by comparing the Total Current and Expected Future Assets on line

the Total Current and Expected Future Benefit Obligations on line F.

The Current Benefit Obligation used to measure current funding levels is

calculated in accordance with Statement No. 5 of the Governmenta'l Accounting

Standards Board (GASB). Those requ'irements are:

For active members - salary and service are projected to retirement to

determine benefits for each member and the ratio of credited service to

total service establishes the portion of the projected benefit to be

used in calcu1ating the current funding leve1.

For non-active members - the djscounted value of benefits, including

augmentation in cases where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be d'isclosed

by Statement No. 5 of the Governmental Accounting Standards Board (GASB).

However, Statement No. 5 uses the terms "Actuarial Present Value of Cred'ited

to

are

Cto
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Projected Benefits" and "Pension Benefit Obl igation" rather than "Current

Benefit Obligat'ion".

The July l, 1989 Pension Benefit Obligat'ion reported in Table 8 is reformatted

for GASB reporting purposes in the following table. This table shows the impact

of the changes in plan provisions on the liabilities under the old actuarial

assumptions. See page 9 for an explanation of the changes in plan provis'ions.

Retirees and benefjciarjes currently
recejving benefits and terminated
employees not yet receiving benefits

Current Empl oyees -
Accumulated employee contributions
including allocated investment income
EmpI oyer- fi nanced vested
Empl oyer-fi nanced nonvested

Tota'l Pens i on Benef i t Obl 'igati on

* Estimated

Total Pension Benefit Obligation

* Estimated

0ld Assumptions
Retirees and beneficiaries currently
receiving benefits and terminated
employees not yet receiving benefits $31,535,000

Cument Empl oyees -
Accumul ated employee contributions
including allocated investment income 15,706,000 *
Employer-financed vested 31,447,000
Employer-financed nonvested 3,30l,OOO

0ld Benefits

$3 I ,407,000

New Benefits

$31,535,000

I 5, 706, 000
31,447,000
3,301 ,000

14,839,000 *
27 ,202,000
3, 764,000

$77,212,000 $81 ,989, 000

The following table shows the impact of the change in actuarial assumptions

using the new plan provisions. See page 1l for an explanation of the change in

actuarial assumptions.

New Assumotions

$31,492,000

1 5, 706, 000
28,845,000
3,099,000

$81 ,989,000 $79, l43,0oo

-6-
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Actuarial Cost ilethod (Table 9)

The approach used by the State of Minnesota to determine contributjon

suffjciency is the Entry Age Normal Actuarial Cost I'lethod. The primary

characteristic of this method is that it allocates costs as a level percentage

of payrol I .

A comparison of this actuarial method (Table 9) to the actuarial balance sheet

(Tab1e 8) illustrates the two techn'iques for allocating Iiabilities of active

members to past and future. As noted in the prior section, the balance sheet

allocates benefits and the corresponding liabilities, on the basis of servjce.

The method used in Table 9 allocates liab'ilitjes so that the cost each year wi'|1

be a constant percentage of payroll. Both approaches, however, calculate the

value of all future benefits the same way (see ljne F of Table 8 and line A6,

column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal

Actuarial Cost Method by comparing the liabilitjes allocated to past service

(Actuarial Accrued Liability) to the Current Assets. This amount, line 83, js

funded over the remaining years to the amortization date by a series of payments

that remain a constant percentage of payro'll each year.

The payments wjll increase 6.5% each year because that js the assumed rate of

increase in payroll. Although the payment schedule will be adequate to amortize

the existing unfunded, the lower payments in the earlier years will not be

sufficient to cover the interest on the unfunded liability. After a few years

the annua'l payment will cover the interest and also repay a portion of the

unfunded.

-7-
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Sources of Actuarial Gains and Losses (TabIe l0)

The assumptions used in making the calculations using the Entry Age Normal

Actuarjal Cost Method are based on long-term expectations. Each year the actual

experience will deviate from the Iong-term expectation. The major sources of

gain and loss, which have been identified, are:

o A gain from salaries where the average increase was 5.1% compared to

the expected 6.5%.

o A gain from Current Assets because the return was 14,?% instead of

the assumed 8%.

Gontribution Sufficiencv (Table ll)
This report answers the question of "How adequate are the statutory

Contributions?" by comparing the Statutory Contributions to the Required

Contri but i ons .

The Required contributions, set forth in chapter 356, consist of:

o Normal Costs based on the Entry Age Normal Actuari al Cost Method

o A Supplemental Contribution for amortizing any Unfunded Actuarjal

Accrued Liabil ity

o An Allowance for Expenses

-8-



Table ll shows the Fund has a contribution sufficiency since the Statutory

Contribution Rate is 13.60% compared to the Required Contrjbutjon Rate of

t0.87%.

Projected Cash Flow (Table 12)

Table 12 illustrates the anticipated cash flow over the amortization period.

The cash flow begins wjth the Non-l'IPRIF Assets, which are the Current Assets

reduced by the MPRIF Reserves. Contributions are then added based on the

present statutory rates for employees. As members become eligible for payments

from MPRIF an amount of reserve is transferred to SBI. The other disbursements

represent benefit payments made d'irect'ly by the Fund. This projected cash flow

assumes that future payrolls increase by 6.5%. Table 12 is the only table in
this report where new members are assumed to be hired in order to replace

those who terminate from the active group. This open group method provides a

more realistic picture of future cash fIow. The statutory interest rate of 8.5%

is used to project future investment return.

The amounts transferred to l.lPRIF will be affected by the number of members who

reach the assumed retirement age during a given year. The amount for t99l is
large because it includes those already over age 58 who are assumed to retjre a

year from the valuation date.

Ghanges in PIan Provisions

There were numerous changes in benefjts in 1989 that are recognized in the July

l, 1989 actuarial valuation. The significant changes in benefits are summarjzed

bel ow.

-9-
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The service requirement for the normal retirement benefit, surviving

spouse annuity and deferred benefit was reduced from 5 years to 3

years.

The benefit formula was changed from 2.5% of average salary for the

first 25 years of service and 2% of average salary for each

additional year (maximum of 75% of average salary) to a level 2.5% of

average salary for each year of service (maximum of 75% of average

sal ary) .

Early retirement is now allowed at age 50 and 5 years of service.

The early retirement benefit is the actuarial equivalent of the

normal retirement benefit payable at age 55.

The occupational disability benefit was changed to be equal to 50% of

average salary plus 2.5% of average salary for each year of service

in excess of 20 years of service.

The service requirement for the non-occupational djsability benefit

was reduced from 5 years to I year. The benefit formula rras changed

to be equal to the normal retirement benefit based on a m'inimum of 15

years of service.

The interest rate credited on refund of member contributions was

increased from 5% to 6%.

- 10-
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The ioint and survivor annuity option now provides a bounce back

feature without additional reduction.

Changes in Actuarial Assumptions

The pre-retirement interest rate assumption has been increased from g.O% to

8.5%. AIso, the amortization target date has been changed to JuIy l, ZOZO.

Impact Due To Changes In
Actuarial Assumotions

Actuari al Accrued Li abi'l i ty
Projected Benefit Obl igation

for GASB No. 5

Normal Cost
Supplemental Contribution
Required Contribution

Actuari aI Accrued Li abi I i ty
Projected Benefit Obl igatibn

for GASB No. 5

Norma'l Cost
Supplemental Contribution
Required Contribution

- 11-

Impact Due To Changes In
Pl an Provi sions

$6,390, ooo

4,777 ,ooo

1.22%
.63%

1.85%

Interest Rate
Chanqe

$ (2,901 ,000)

(2,946,000)

(.79/,)
(.Zs%L

( I .03%)

Amortization Date
Chanoe

$0, 000, 000

0,000,000

.00%
1.02%)
(.02%)
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TABLE 1

CORRECTIOTIAL EIIPLOYEES RETIREI,IET{T

ACCOUIITING BALAT{CE SHEET
(DoLLARS Iil THoUSAT{DS)

FUTID

II'IARKET VALUE

$1,671

12,947
4l,glg
4,965

28,364

232

COST VALUE

$1,671

12,756
36,27 0
4,002

29,364

232

July I, 1989

A. ASSETS
1. Cash, Equivalents, Short-Term Securities
2. Investments

a. Fixed Income
b. Equity
c. Real Estate

3. Equ'ity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. 0ther

c.

D.

B. TOTAL ASSETS

AMOUNTS CURRENTLY PAYABLE

ASSETS AVAILABLE FOR BENEFITS
1. Member Reserves
2. Employer Reserves
3. IIIPRIF Reserves
4. Non-MPRIF Reserves

5. Tota'l Assets Ava'ilable for Benefits

E. TOTAL AMOUNTS CURRENTLY PAYABLE AND
ASSETS AVAILABLE FOR BENEFITS

=====133:331

$88

$12,053
49,492
28,364

0

=====l3l:131

$88

$12,053
42,790
28,364

0

.. _ _ _19?:?9?

$89,997

-----Iil:191

=====!31:33!

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

l. Cost Value of Assets Available for
Benefjts (D5)

2. l,larket Value (D5)
3. Cost Value (D5)

4. Market 0ver Cost (F2-F3)
5. l/3 of I'larket 0ver Cost(F4)/3

6. Actuarial Value of Assets (Fl+F5)
(Same as "Current Assets")

$89, 909
83,207

$83,207

2,234

======1!l:111
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CORRECTIOTIAL EI,IPLOYEES RETIR.EI'IEIIT FUTID

CHA]IGES I}I ASSETS AYAILABLE FOR BE}IEFITS AND ASSET ALLOCATION
(DoLLARS Ill TH0USAilDS)

YEAR ENDIilG iIU}IE 30, 1989

I"IARKET VALUE

$77,302

$l ,748
3,094
5,387
2,897

970
0

I ,846

TABLE 2

COST VALUE

$72,446

$1,749
3,094
5,397
2,997

970
0
0

A. ASSETS AVAILABLE AT BEGINNING OF YEAR

B. OPERATING REVENUES
1. Member Contributions
2. Employer Contributions
3. Investment Income
4. lt'IPRIF Income
5. Net Realized Gain (Loss)
5. 0ther
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

C. OPEMTING EXPENSES
t. Service Retirements
2. Di sab'i 1 i ty Benef i ts
3. Survivor Benefits
4. Refunds
5. Expenses
6. 0ther

7. Total Disbursements

D. OTHER CHANGES IN RESERVES

E. ASSETS AVAILABLE AT END OF YEAR

-13-

$ 1 5,932 $14,086

$2,876
88

0
270
147
3t

$2,876
88

0
270
147
3l

$3 , 412 $3 , 412

87

$89,909

87

$83, 207

,,.1Wr// .oMPANY



TABLE 3
CORRECTIOIIAL EiIPLOYEES RETIREIIENT FUND

ACTIYE IIEI,IBERS AS OF JUI{E 30, 1989

YEARS OF SERYICE
&E

<25
25-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
55+

TOTAL

&
<25

25-29

30-34
35-39

40-44
45-49

50-54
55-59

50-64
65+

ALL

35
I

TOTAL

64
22r

272
275

223
t23

104
28

7

0

1,317

<t

30
40

t7
t2

9
5

2
I

u 5-9 l0-t4 15-19 20-24 25-29 30+

33 I
115 64

77 136
49891
35 68
t3 28

l1 l4

t9

43
t2

22
7

I

104405

I

42
06

6l
40

27
7

3

6
2l

t5
4

I

I
4

10 3
I

ll5 337 287 1647

AVERAGE AI{IIUAL EARNI}IGS

ll ,322 20,324 ?6,22t
17,691 23,048 27,531 29,499

18,?7? 24,710 29,905 32,159
74,207 25,230 29,014 31,712 34,096

1:7,1!4 24,019 29,433 31,935 35,446
18,954 27,525 29,327 32,500 34,409

20,q50 29,295 30,000 32,351 35,943
14,785 30,705 32,339 31,694 37,573

37,532 31,649 31,090

16, 196
23,404

27,502
29,095

34,239 25,735 30,044
34,806 29,695 30,929

32,939 33,519 32,990 32,340
41, 161 41,019 34,?52

35,391 2l ,733 3t ,527
0

27,89315,794 23,ggl 29,922 3l,gg5 35,295 34,659 3l,og7 34,gg0

<IL4U
1,832 9,095 11,702

l0-14

9, 190

- t4-

3,670

20-24

1,629

25-29

497

TOTAL

36, 735

30+

140

,-r@o// .oMPANY
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TABLE 4
CORRECTIONAL EI,IPLOYEES RETIREI{E}IT FUND

SERVICE RETIREI,IENTS AS OF i'UI{E 30, 1989

YEARS RETIRED
AGE

<50
50- 54

55-59
60-64

55-69
70-74

75-79
80-84

85+

TOTAL

<t l-4 5-9 10-14 15-19 20-24 & TOTAL

0
0

58
74

82
78

44
I

0

337

15
2

I

43
10

5

62

28
9

48
67

39

2

5
I

99 154 8

AVERAGE A}INUAL ANilUITY

YEARS RETIRED

05818

&
<50

50-54

55-59
50-64

65-69
70-74

75-79
80-84

85+

ALL

7,944
3, 500

8,260

8,294
7,933

5,7?9

<l r-g 5:-9 l0- t4 ls- 19 20-24 25+

8,739

6,945 6,979
4,480 5,557 5,436

4,197 6,161
3,771

ALL

0
0

8,170
8,489

6,907
5,429

4,41I
3 ,771

0

6,7947,394 8,003 7,944 5,553 5,691

,=TOTAL 4NlUAL ANIUITY (I! IEOUSANDS) BY YEARS OF RETIREI'IENT<l t{ 5{ t0-14

133 464 777 871 45

- 15-
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TABLE 5
CORRECTIONAL EIIPLOYEES RETIREI,IET{T FUND

DISABILITY RETIREIIET{TS AS OF i'U}IE 30, 1989

AGE

<50
50- 54

55-59
50-64

55-59
70-74

75-79
80-84

85+

TOTAL

u
I

<1

3
I

TOTAL

4
2

I
I

0
0

0
0

0

8

I
I

AVERAGE ATITIUAL BENEFIT

EE

<50
50-54

55-59
50-64

55-59
70-74

75-79
80-84

85+

TOTAL

<t

4,327
2,899

l-4 5-9

3,349

ALL

4,092
4, 349

3,124
12,731

0
0

0
0

0

5, 110

l0- 14 l5- l9 20-24 25+

5, 799

3,124
12,731

3,970 5,799 6,401 o o 0 0

,= TOTAL=A!ilUAL BEilEFIT (JI{=IHOUS4ilD9) BY YEARS OF DISABILITY<lL4U

- 15-

l9l6
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TABLE 6
CORRECTIONAL EI,IPLOYEES RETIREI'IENT FU}ID

suRvlvoRs As 0F JUilE 30, 1989

YEARS SI}ICE DEATH

E
<50
50-54

55-59
50-54

65-69
70-7 4

75-79
80-84

85+

TOTAL

l-4

2

<t 5-9 t0-14 15-19 20-24 &. TOTAL

2
I

3
0

4
I

I
0

0

t2

I

I

I
I

AVERAGE Ai{NUAL BE}IEFIT

IEARS SI}ICE DEATHE
<50
50-54

55-59
60-64

65-59
70-74

75-79
80-84

85+

ALL

<l l-4

2,969

l-4

2l

u 10-14 15-19 20-24 25+ ALL

2,968
2 I ,399

5,?44
0

3, 514
3,566

4,741
0

0

5,4520 3,497 8,889 4,445 0

2 I ,399

5,105 5,52?

2,417 5,070
3,566

4, 150

4,741

-t7 -

,^r OWo// coMPANY

5-.9

35

l5- l9

0

20-24

0

25+

0

TOTAL

65



TABLE 7
CORRECTIO}IAL EIIPLOYEES RETIREI,IENT FUND

RECOT{CILIATIOT{ OF ].IE}IBERS

TERI-IINATED

A.

B.

c.

0n June 30, 1988

Add i t'i on s

Del eti ons :

1. Service Retirement
2. Disabil ity
3. Death
4. Termi nated-Deferred
5. Terminated-Refund
6. Terminated-0ther Non-vested
7. Returned as Active

Data Adjustments

Vested
Non-Vested

Total on June 30, l9B9

0n June 30, 1988

Additions

Deletions:
l. Service Retirement
?. Death
3. Annuity Expired
4. Returned as Active

Data Adjustments

Total on June 30, 1989

ACTIVES

1,267

130

t6

854
453

I ,317

ATINUITANTS

328

20

(ll)
0
0

0

337

DEFERRED
RETIREIIIENT

OTHER

}ION.VESTED

80

15

SURVIVORS

l2

47

t7

(2)

0

0

(4)

0

( le)
(4)
(3)

(t1)
(48)
(11)

(2)
(1)
(s)

(4)

(26)D.

5758

DISABLED

6
A.

B.

c.

D.

E.

- l8-
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CORRECTIOTIAL EIIPLOYEES RETIREI'IENT

ACTUARIAL BALAT{CE SHEET
(DoLLARS m TH0USAI|DS)

iruLY I, 1989

CURRENT ASSETS (TABLE l, F6)

EXPECTED FUTURE ASSETS
l. Present Val ue of Expected Future Statutory

Supplemental Contributions
2. Present Value of Future Normal Costs

3. Total Expected Future Assets

TOTAL CURRENT AND EXPECTED FUTURE ASSETS

Non-Vested

418
979

I ,356
346

0

Vested

$26, 763
822

907

2,929

t72

31,295
0
0

12,429

839

TABLE 8

$85,441

33 ,325

35,973

69,298

====1111133

Total

$26,763
822

907

2,929

t72

31,703
979

I ,355
12,77 4

839

FU}ID

A.

B.

c.

D. CURRENT BENEFIT OBLIGATIONS
l. Benefit Recipients

a. Retirement Annuities
b. Disability Benefits
c. Surviving Spouse and

Chi'ld Benefits

Deferred Retirements with
Future Augmentation

Former l,lembers without Vested Rights

Acti ve I'lembers
a. Retirement Annuities
b. D'i sabi I i ty Benef i ts
c. Survivors' Benefits
d. Deferred Retirements
e. Refund Liability Due to

Death or Uithdrawal

5. Total Current Benefit Obligations

E. EXPECTED FUTURE BENEFIT OBLIGATIONS

2.

3.

4.

$3,099 $75,044

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

CURRENT UNFUNDED ACTUARIAL LIABILITY (05-A)

CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F-C)

$79, 143

G.

H.

$49,514

====1133:!11

( $6 
' 
298)

( $26, 082 )

- 19-
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CORRECTIOIIAL E]'IPLOYEES RETIREiIET{T FUND

DETER}IINATIO}I OF U}TFUNDED ACTUARIAL ACCRUED LIABILITY
AilD SUPPLEI,IEIfiAL C0NTRIBITION RATE

(DoLLARS Ill THoUSAilDS)

iruLY I, 1989

ACTUARIAL ACTUARIAL
PRESENT VALUE PRESENT VALUE
OF PROJECTED OF FUTURE

BENEFITS NORMAL COSTS
(l) (2)

A. DETERMINATION OF ACTUARIAL ACCRUED

LIABILITY (ML)
l. Active l4embers

TABLE 9

(uML)

ACTUARIAL
ACCRUED
LIABILITY

(3)=(r)-(2)

a. Retirement Annuities
b. Disab'il ity Benefits
c. Survivors Benefits
d. Deferred Retirements
e. Refunds Due to Death or

lli thdrawal

f. Tota'l

Deferred Retirements with
Future Augmentation

Former l,lembers l,li thout
Vested Rights

Annuitants in MPRIF
Reserve on 6/30/89 is $28,364

$58, 397
1 ,879
2,706

22,766
1 ,417

$21,735
787
915

l0,478
2,057

$45,651
1 ,092
I ,7gl

12,288
(540)

$97, 165 $35,973 $61,192

2.

3.

4.

$2,828

172

28,492

0

$2,828

t72

28,492

0
without the bounce back subs'idy
Recipients Not in I'IPRIF5.

6. $128,657Total

DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UML)
r. ML (A6)

2. Current Assets (Table l, F6)

3. UML (Bl-82)

DETERI,IINATION OF SUPPLEI'IENTAL CONTRIBUTION RATE

l. Present Val ue of Future Payrol I s through the
Amortization Date of July l, 2020

2. Supplemental Contribution Rate (83/Cl)

-20-

$35,973 $92,684

$92,684

85,441

======11311

$954,857

,^. @a// ..MPANY

0.76%



A.

B.

c.

D.

CORRECTIONAL EiIPLOYEES RETIRE}IENT FUND

CHAI{GES I}I UI{FUiIDED ACTUARIAL ACCRUED LIABILITY
(DoLUIRS m THoUSANDS)

YEAR E}IDI}IG i'U]{E 30, 1989

, UML AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS AND
CURRENT RATE OF FUNDING

t. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl, and 82

4. Total (81+82+83)

EXPECTED UML AT END 0F yEAR (A+84)

IIgB.q4!E-(DE9EENE) quE To ACTUARTAL LossEs (GATNS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EiiECTiO

l. Sal ary Increases
2. Investment Return
3. I|PRIF tlortality
4. I'lortal !ty of Other Benefit Recipients5. Other Items

6. Total

UML AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CHANGES IN ACTUARTAL ASSUI4PTIOHS tc+Osl

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
PLAN AI.IENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
CHANGES IN ACTUARIAL ASSUMPTIONS

UML AT END 0F YEAR (E+F+G)

-2t-

(uML)

TABLE IO

$7,399

$3,403
(4,832)

534

($8es)

$6,494

( $26s )
(3,031)

(5e)
0

625

($2, z+o;

$3,754

$6,390

($2, sot;

a========11311

,-, @a// coMPANY
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CORRECTIONAL E}IPLOYEES RETIREI.IENT FUilD

DETERI{ INAT I OtI OF COTTRI BUT IOT{ SUFF I C I ET{CY
(DoLLARS Iil THoUSAT{DS)

ituLY I, 1989

%0F
PAYROLL

4.90%

8.70%

TABLE II

$
A1',lOUNT

$2,057

3,552

A. STATUTORY CONTRIBUTIONS - CHAPTER 352

l. Employee Contributions

2. Employer Contributions

3. Total

B. REQUIRED CoNTRIBUTIoNS - CHAPTER 356

l. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or

}li thdrawal

f. Total

Supplemental Contribution
Amortization by July l, 2020
of UML of $7,?43

Allowance for Expenses

Total

13.60%

5.98%
0.22%
0.25%
2.72%
0.53%

$5, 709

$2, 5l 5
9l

103
l, l4l

223

9.707. $4,073

2. 0.76%

0.4t%

$319

sr723.

4.

c. CoNTRIBUTToN SUFFICIENCY (DEFICIENCY)
(A3-84)

Note: Projected Annual Payroll for
on July l, 1989 is $41,976

t0.87%

2.73%

Fiscal Year Beginning

$4, 554

-22-
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TRANSFERS
FISCAL STATUTORY TO
YEAR CONTRIBUTIONS I'|PRI F

CORRECTIO}IAL E}iPLOYEES RETIREI'IE}IT

PROJECTED CASH FLO}I
(D0LLARS rN TH0USAilDS)

OTHER
DISBURSEMENTS

FU}ID

INVESTMENT
RETURN

TABLE 12

NON-MPRI F

ASSETS
YEAR END

$57 ,077

66,680
74,599
86,839
97,290

108,500

tzl,57g
135,344
1 50, 552
168,692
186,765

208, 169
230,730
253,520
277,540
303, 745

327 ,946
354,976
387, l6l
419, 145
455,237

493,369
533,643
580, 590
629,715
585,494

746,745
814,090
884,063
g52, gg4

I ,051 ,041

1 , 145,444

1989

1990
1991
t992
1993
1994

1995
1996
1997
1998
1999

2000
2001
2002
2003
2004

2005
2006
2007
2008
2009

2010
20t1
20t2
2013
2014

2015
2016
2017
2018
20t9

2020

$5, 709
6,090
6,475
6,895
7 ,344

7,821
8, 330
8,871
9,449

10,062

10, 716
l l ,413
l2 , 154
12,944
13,796

14,682
15,636
l5,653
17,735
18,889

20, I l5
21,423
22,815
24,299
25,878

?7,560
29,351
3l ,259
33,291
35,455

34, 185

$825
3,593

454
3,560
4,097

3,652
4, 518
4,556
3,924
5,834

4,716
5,996
8,306
g,715

10,359

15,244
I 5,399
13,581
I 7 ,394
17,132

I 9, 255
21,523
19,713
22,808
2l ,9l l

22,779
23,51 I
28,346
27 ,477
26,970

26,770

$325
338
362
391
427

47t
520
565
603
646

696
749
800
859
920

989
1,059
1,142
1,227
1,311

I ,4oo
1 ,495
l,5gg
1,696
1,906

I,9lg
2,035
2, 159
2,?88
2,430

2,557

$5,045
5, 760
6, 5gl
7, 505
8,390

9,390
10,474
I I ,559
13,019
14,491

16, 100
I 7,893
19,742
2l ,650
23,697

25,752
27,841
30, 255
32,871
35,646

38,672
41,859
45,424
49,341
53,519

58,389
63,531
69,229
75,295
82,102

89, 545

-23-
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TABLE 13

Interest:

Sal ary Increases:

l.lortaf ity:

Retirement Age:

Separati on:

Djsabjl ity:
Expenses:

Return
of Contributions:

Family Composition:

CORRECTIONAL EIiIPLOYEES R,ETIREiIEilT FUilD

SUllllARY 0F ACTUARIAL ASSUI,IPTIOilS AllD !,|ETH0DS

-24-

Pre - Ret i rement :
Effective July l, 1989: 8.5% per annum
Prior to July l, 1989: 8.0o/o pey annum

Post-Retirement: 5% per annum

Reported salary at valuation date increased 6,5% to
current fiscal year and 6.5% annually for each futureyear. Prior fiscal year salary is annualjzed for new
Members.

Pre-Reti rement:
Male - 1971 Group Annu'ity Hortality Table
Femal e - l97l Group Annui ty l,lortal i ty Tabl e

male rates set back 8 years

Post-Retirement:
l,lal e - Same as above
Femal e - Same as above

Post-Disabif ity:
Male - Combined Annuity Mortality Table
Female - Combined Annuity Mortality Table

Age 58, or if over age 58, one year from the valuation
date.

Graded rates based on actual experience developed by
the June 30, 1971 experience analysis. Rates are
shown in rate table.

Rates adopted by l.lSRS as shown in rate table.

Prior year_expenses expressed as a percentage of prior
year payroll. (0.41% of payroll )

AI l. empl oyees wi thdrawi ng after becomi ng el i g.i b1 e for
a deferred benefit were assumed to take-the Iarger oftheir contributions accumulated with interest oi the
value of their defemed benefit.

85% of l,lembers are married. Female is three years
younger than male.

,,, @a/f coMPANY
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Social Security:

Benefit Increases
after Retirement:

Speci al Considerati on :

Actuari al Cost l'lethod:

Asset Valuation Method:

Payment on the
Unfunded Actuarial
Accrued Liabil ity:

Projected Cash Flow
Method:

TABLE 13
(cont)

Based on the present law and 5.5% salary sca1e. 0n1y
earnings history while in state service is used. Future
Social Securjty benefits replace the same proport'ion of
sa1 ary as at present.

Payment of earnings on retired reserves in excess of
5% accounted for by 5% post-retirement assumptions.

l'larried members assumed to elect subsidjzed joint and
survivor form of annuity as follows:

l.lales - 25% elect 50% J & S option;
- 25% elect 100% J & S option;

Females - 5% elect 50Y. J & S option;
- 5% elect 100% J & S option.

Entry Age Normal Actuarial Cost l.lethod with normal
costs expressed as a level percentage of earnings.
Under this method Actuarial Gajns(Losses)
reduce(increase) the Unfunded Actuarial Accrued
Liability.

Cost Value plus one-third Unrealized Gains or Losses.

A level percentage of payro'I1 each year to the
statutory amortjzatjon date assuming payroll
increases of 5.5% per annum.

Cash flows from the Non-MPRIF portion of the Fund were
projected based on the current plan benefits,
participant data, and actuaria'l assumptions. In
addition, new entrants were assumed so that the total
payroll would increase by 6.5% per annum.

-?5-
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Death
Mal e Femal e

Disability
l"la'le Femal e

TABLE 13
(cont)

Ret'i rement
ilal e Femal el,lale Femal e

2,400 3,700

1,600 2,910
1,470 2,750
I ,340 2,600
I,230 2,430
I,130 2,270

I ,040 2,120
950 1,970
890 I,920
830 1,590
770 I,540

720 1,410
680 I,300
640 I,190
600 1,090
560 I,000

630
590
560
530
500

470
440
410
390
360

SEPARATIOl{S EXPRESSED AS THE
NUIIBER OF OCCURRENCES PER IO.OOO

tli thdrawal
As
20
2l
22
23
24

25
26
27
28
29

35
35
37
38
39

40
4l
42
43
44

45
46
47
48
49

50
5t
52
53
54

5
5
5
6
6

6
7
7
7

8

I
9
9

l0
t0

l5
t8
20
23
26

29
33
38
42
47

53
59
65
7l
78

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

4
4
4
4
4

2,250 3,550
2,080 3,390
| ,920 3,230
1,760 3,070

30
3l
32
33
34

5
5
5
5
5

5
6
6
6
7

7
7
8
8
9

9
10
l0
1l
t2

l3
l4
l5
l6
l8

0
0
0
0
0

2
2
2
2
2

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

il
t2
l3
14
l5

2
2
2
2
2

2
2
2
3
3

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

I
I
I
I
2

2
2
4
4
4

20
23
26
29
33

920
850
780
720
580

530
500
480
460
430

410
390
370
350
340

320
300
280
260
240

3
5
7
9

ll
l4
l6
?0
24
28

5
6
7
7

l0

l0
12
l4
l6
?0

0
0
0
0
0

-26-
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lli thdrawal
I'lal e Femal eAse

55
56
57
58
59

60
6l
62
63
64

65
56
67
68
69

70

Death
l,lal e Femal e

38
42
47
53
59

65
7l
78
85
93

100
109
119
r3l
144

159

100
109
119

l3l
144
t59
174
192

213
236
253
292
324

351

210
170
140
90
40

0
0
0
0
0

0
0
0
0
0

0

330
290
230
170
90

0
0
0
0
0

0
0
0
0
0

0

-27 -

85
93

Di sabi I 'itv
l,lal e Femal e

34
40
46
55
66

76
90

ll0
r36
t74

TABLE 13
(cont)

Reti rement
l.lal e Femal e

00
00
00

10,000 10,000
00

24
30
36
44
52

0
0
0
0
0

0

62
74
88

104
t22

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

0

,,, @a// coMPANY
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TABLE 14
CORRECTIONAL EI'IPLOYEES RETIREI{ENT FUND

SUI,II.IARY OF PLAi{ PROVISIOTIS

EI igi bi'l i ty

Contri but i ons
lilember

Empl oyer

Allowable Service

Sa1 ary

Average Salary

RETIRE}IET{T
Norma1 Retirement Benefit

El 'igi bi I i ty

Amount

State employees in covered correctional servjce.

4 .90% of Sal ary.

8.70% of Salary.

Service during which lilember contributions were
made. l.lay al so i ncl ude certai n I eaves of absence,
military service, and periods while temporary
lforker's Compensation is paid.

Includes wages, allowances, and fees. Excludes
lump sum payments at separation and reduced Salary
while receiving l{orker's Compensatjon benefits.

Average of the 5 highest successive years of
Salary. Average Salary is based on al1 years of
Allowable Service if less than 5 years.
(Amended 1989)

-28-

Age 55 and 3 years of Allowable Service under the
Correctional and General Plans. Proportionate
Retirement Annuity is available at age 65 and I
year of Allowable Service. (Amended 1989)

2.5% of Average Sa'lary for each year of Allowable
Service, pro rata for completed months. I'laximum
of 75% of Average Salary. (Amended 1989)

After 84 months or norma'l retirement age if earlier,
benefit changes to unreduced General PIan benefit.
For l,lembers hired prior to July l, 1989 normal
retirement age is 65; for Members hired after June
39, 1989 normal retirement age is the age first
ql_igible for nonreduced Social Security-benefits.
If combined General Plan benefit and Sbcial Security
(based on State service) are less than the
Correctional benefit then an additional benefit will
be paid to prevent a decrease.

Age 50 and 5 years of Allowahle Service.
(Amended 1989)

Early Retirement Benefjt
El i9i bi I ity

,..O)/fa// coMPANY
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Amount

Form of Payment

Benefit Increases

DISABILITY
Occupati onal Di sabi'l 'ity

Elig'ibi'lity

Amount

Non-0ccupational Di sabil ity
E'l igi bi I ity

TABLE 14
(Cont)

Normal Retirement Benefit based on Allowable Service
and Average Salary at retirement date reduced to the
actuarial equivalent of the benefit that would be
payable if the member deferred the benefit until age
55. (Amended 1989)

Life annuity with return on death of any balance
of contributions over aggregate monthly payments.
Actuarially equivalent options are:

50% or 100% joint and survivor w'ith bounce back
feature without additional reduction (option
cancelled if Member is pre-deceased by
benefi c i ary)
15 year certain and life benefits
(Amended 1989)

Benefits may be increased each January I depending
on the investment performance of the Minnesota Post
Retirement Investment Fund (MPRIF). A benefjt
recipient who has been receiving a benefit for at
least 12 full months as of June 30 will receive a
full increase. Benefit recipients receiving
benefits for at least I full month but less than 12
full months will receive a partial increase.
(Amended 1989)

l,lember under age 55 who cannot perform hjs duties as
a direct result of a djsability related to an act
of duty.

50% of Average SaI ary p'lus 2 .5% of Average SaI ary
for each year in excess of 20 years of Allowable
Service pro rata for completed months. Maximum of
75% of Average Salary. (Amended 1989)

Payment begins at disability and stops at age 62 or
earlier if disability ceases or death occurs.
Benefits may be paid upon reemployment but salary
plus benefit cannot exceed current salary of
position held at time of disability.

Under age 55 with at least I year of Correctional
service and disability not related to covered
employment. (Amended 1989)

Normal Retirement Benefit based on Allowable Service
(minimum of 15 years) and Average Salary at
disabil ity. (Amended 1989)

-29-
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Form of Payment

Benefit Increases

Retirement Benefits
Eligibility
Amount

Form of Payment

Benefit Increases

DEATH
Surviving Spouse Benefit

Eligibility

Amount

Benefit Increases

Refund of Contributions
with Interest

Eligibility

TABLE 14
(Cont)

Payment begins at disability and ends at age 52 or
earlier if disability ceases or death occurs.
Benefits may be paid upon reemployment but salary
plus benefit cannot exceed current salary of
position held at time of disability.

Same as for retirement.

Adjusted by MSRS to provide same increase as MPRIF.

Age 62 with continued djsability.

Benefit computed as a normal retirement benefit
under General Plan based on same Allowable Service
and without reduction for age.

Same as for retirement.

Same as for retirement.

Member or former l.lember who dies before retirement
or disability benefits commence, if age 50 with 3
yqars of Allowable Service or any age with 30 years
of Allowable Service. If the I'lember dies before age
55, benefits commence when l4ember wou'ld have been55. (Amended 1989)

Surviving spouse receives the General Plan 100%joint and survivor benefit the Member could have
elected if terminated. In l'ieu of this benefit the
survjving spouse may elect a refund of contrjbutions
with interest.

Adjusted by l,lSRS to provide same income as MpRIF.

Active employee dies and survivor benefits are not
payable, or a former employee dies before annuity
begi ns .

The I'lember's contributions with 5% interest if death
occurred before I'lay 16, 1989, and 6% interest if
death occurred on or after I'lay 16, 1989.
(Amended 1989)

-30-
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TERT{It{ATIOil
Refund of Contributions

Elisibility
Amount

Deferred Annuity
Eligibility

Amount

TABLE 14
(Cont)

Termination of state service.

lilember's contributions with 5% interest compounded
annually if termination occurred before May 15,
1989, and 5% interest compounded annually if
termination occurred on or after Jtlay 16, 1989. A
deferred annuity may be elected in lieu of a refund.
(Amended 1989)

3 years of Correctional and General Servjce.
lAmended 1989)

Benefit computed under law in effect at termination.

-31 -
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MINNEAPOLIS, MINNESOTA 55437
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KoDer E . rerKl ns, FsA l*li chael C. Gunval SOn , FSAConsulting Actuary Actuary

) acrulnrar sERVTcESt
COMPENSATION PROGRAMS
ADtel I NISTRATIVE SYSTEMS

INTERNATIONAL SERVICES
ORGANIZATION SL'RVEYS

EMPLOYEE BENEFITS
EM PLOYE E COI\4 MU N ICATIONS

RISK MANAGEIeIENT

INSURANCE CONSULTING
HEALTH CARE CONSULTING

December 7, 1989

Legislative Commission on
Pensions and Retirement
55 State 0ffice Building
St. Pau'l , Minnesota 55155

RE: STATE PATROL RETIRE}IENT FUI{D

Commission Members:

Ue have.prepared.an actuarial valuation of the Fund as of July l, l9g9 based onI membership and financial data supplied by the Fund.)
We certify that to the best of our knowledge and bel'ief this actuarjal valuatjon
was performed in accordance wjth the requiiements of Section 358 .its, MinnesotaStatutes: ald the requirements of the Sdandards for Actuariat Wor-f,-idopted bythe Commission on September 20, 1999.

Respectful 1y submitted,

THE WYATT CO!4PANY

=(a*r-t./""a;, M(U,-
RoberE.Perkinf ffi

OFFICES IN PRINCIPAL CITIES AROUND THE WORLD

)



STATE PATROL RETIREiIENT FUND

TABLE OF CONTET{TS

REPORT HIGHLIGHTS

COMMENTARY

Purpose

Report Highl ights

Asset Information

I'lembersh i p Data

Actuarial Balance Sheet

GASB Disclosure

Actuari al Cost Method

Sources of Actuarial Gains and Losses

Contri buti on Suff i c.iency

Projected Cash Fl ow

Changes in Plan Provisions

Changes in Actuarial Assumptions

ASSET INFORI|IATION
Table I Accountjng Balance Sheet

Table 2 changes in Assets Available for Benefits

MEI4BERSHIP DATA
Table 3 Active I'lembers

Table 4 Service Retirements

Table 5 Disability Retirements

Table 5 Survivors

Table 7 Reconciliation of ilembers

FUNDING STATUS
Table 8 Actuarial Balance Sheet

PAGE

I

2

2

3

4

5

5

7

I
8

9

9

1t

14

15

16

17

t8

l9

12

l3

,-. @a// coMPANY



Table 9 Determination of Unfunded Actuarial Accrued Liability
(UML) and Supplemental Contrjbution Rate

Table 10 changes in unfunded Actuarial Accrued LiabiI ity(uML)
Table ll Determination of contribution Sufficiency

Table 12 Projected Cash Flow

ACTUARIAL ASSUIT,IPTIONS
Table 13 summary of Actuarial Assumptions and Methods

PLAN PROVISIONS
Table 14 Summary of Plan provisions

20

2t

22

23

24

28

,,. Q.ffa// coMPANY

)



STATE PATROL RETIREiIET{T FUND

REPORT HIGHLIGHTS
(DoLLARS rN THoUSANDS)

A. C0NTRIBUTIoNS (TABLE ll)
l. Statutory Contributions - Chapter 3528

% of Payroll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency (Deficiency) (Al-A2)

FUNDING MTIOS

l. Accrued Benefit Fundjng Ratio
a. Cument Assets (Table l)
b. Current Benefit Obligations (Table 8)
c. Funding Ratio (a/b)

2. Accrued Liability Funding Ratio
a. Current Assets (TabIe 1)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio (a/b)

3. Projected Benefit Funding Ratio (Tab'le 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit

ObI igations
c. Funding Ratio (a/b)

PLAN PARTICIPANTS

1. Active Members
a. Number (Table 3)
b. Projected Annual Earnings
c. Average Annual Earnings (Actual $)
d. Average Age
e. Average Service

2. Others
a. Service Retirements (Table 4)
b. Disability Retirements (Table 5)
c. Survivors (Table 6)
d. Deferred Retirements (Table 7)
e. Terminated Other Non-vested (Table 7)
f. Total

07 /0t/88
VALUATION

07 /0r/8e
VALUAT ION

27.40%

2t.84%

5.56%

$t67 ,271
$ 184, 250

90.78%

$t67 ,271
$ I 94, 434

86.03%

$304,877
$263,684

tts.62%

765
$32,591
$42,603

40.7
14.0

340
l4

101
19

7

481

B.

27.40%

23.87%

3.53%

$148,355
$167,349

88.65%

$ 148,355
$175,052

84.74%

$259, 582
$241 ,433

t07.52%

740
$?9,267
$39, 550

40.5
14.0

339
13

103
16
I

479

C.

-l-
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STATE PATROL RETIREI,IET{T FUi{D

C0l,ll,lENTARY

Puroose

The purpose of this valuation is to determine the financial status of the Fund.

In order to achieve this purpose, an actuarial valuatjon is made at the

beg'inning of each fiscal year as required by Section 356.215 of Minnesota

Statutes.

Report Hiohl ights

The statutory contributions for the State Patrol Retirement Fund contjnue to be

sufficient. The margin of sufficiency has increased from 3.53% in lggg to 5.5G%

in 1989. According to this valuation a contribution rate of Zl.B4% is required

to comply wjth Minnesota Law.

The financial status of the Fund can be measured by three different funding

ratios:

The Accrued Benefit Funding Ratio is a measure of current funding

status, and when viewed over a period of years, presents a view of the

funding progress. This ratio is based on Statement No. 5 of the

Governmental Accounting Standards Board. This year,s ratio is 90.7g%.

The corresponding ratio for the prior year was gg.65%.

The Accrued Liability Funding Ratio is also a measure of funding status

and funding progress. It is based on the actuarial cost method that

-2-
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has historically been used. For l9g9 the ratio is g6.03%, which .is an

increase from the 1988 value of 94.74%.

The Projected Benefit Funding Ratio is a measure of the adequacy or

deficiency in the contribution level. This ratio exceeds 100% and

verifies that the current statutory contributions are adequate.

lilinnesota Statutes require that the asset value used for actuarial purposes

recognize only a third of the unrealized gains and losses. This requirement

exists because market values (which include all unrealized gains and losses) are

typically volatile and can produce erratic changes in the contribution
requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl
to F6. It combines the cost value of the Assets Available for Benefits and

one-third of the difference between the market value and cost value of those

assets.

The term "Actuarial Value of Assets" is used to indicate that the value was

determined for use in this actuarial valuation. Since Hinnesota Statutes refer
to this value as "Current Assets", the latter phrase will be used in the
remainder of this report.

This Fund participates in the I.|PRIF (i.e. Minnesota post Retirement Investment

Fund). The asset value shown for IIPRIF on line A3 is set equa'l to the MPRIF

Reserves reported on line D3 for both market and cost value purposes. This

-3-
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reserve is based on a 5% interest assumption.

Investment performance by SBI (i.e. State Board of Investment) above the 5%

leve'l is not shown in the assets but will be added in on January l, 1990 when

benefits will be increased for those annuitants who have been receiving payments

for at'least 7 months. Next year's valuation will include the 1990 benefit

increase in determining the MPRIF value.

After the I'IPRIF liability has been calculated for each participating Fund, SBI

wjll determine each Fund's portion of the excess earnings for the January

benefit increase as we]l as the Fund's allocated market share of MpRIF. An

approximation of those values on June 30, 1989 is provided below:

l.lPRIF Reserves
Reserves Plus Excess
MPRIF I'larket VaIue

$78, 463 , 000
Earnings 81,400,000

gg, 400, 000

ilembershio Data (Tables 3. 4. S. 6 and 7)

Tables 3 through 6 summarize statistical information about members by category.

Active members are grouped by age and completed years of service in Table 3.

The earnings shown for these members are for the prior fiscal year except in

the case of new hires whose earnings have been annualized.

The service retirements in Table 4 include not only those retiring from active

status but also disabled members who have attained retirement age. Disabled

members under retirement age are shown in Table 5. The survivors category

(Table 6) includes spouses and children of deceased members.

A reconciliation of members in Table 7 provides a method for tracking what

happened to members during the past year.

-4-
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Actuarial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating current and future

levels of funding.

Current funding levels are evaluated by comparing Current Assets on line A

Current Benefit Obligations on line D5. Current and future funding 'levels

evaluated by comparing the Total Current and Expected Future Assets on ljne

the Total Current and Expected Future Benefit 0b1 igations on I ine F.

The Current Benefit Obligation used to measure cument funding leve'ls'is

calculated in accordance with Statement No. 5 of the Governmental Accounting

Standards Board (GASB). Those requirements are:

For active members - salary and service are projected to retirement to

determine benefits for each member and the ratio of credited service to

total service establishes the portion of the projected benefit to be

used in calculating the current funding level.

For non-active members - the discounted value of benefits, inc'luding

augmentation in cases where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be disclosed

by Statement No. 5 of the Governmental Accounting Standards Board (GASB).

However, Statement No. 5 uses the terms "Actuarial Present Value of Credited

Projected Benefits" and "Pension Benefit Obl igation" rather than "Current

to

are

Cto

-5-
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Benefit Obl igation".

The July I, 1989 Pension Benefit Obligation reported in Table 8 is reformatted

for GASB reporting purposes in the following table. Thjs table shows the impact

of the changes in plan provis'ions on the liabjlities under the old actuarial

assumptions. See page 9 for an explanation of the changes in plan provisions.

Retirees and beneficiaries currently
receiving benefits and terminated
employees not yet receiving benefits

Current Employees -
Accumul ated employee contributions
including allocated investment income
Employer-financed vested
Empl oyer-financed nonvested

Total Pension Benefit Obligation

* Estimated

Retirees and beneficiaries currenily
receiving benefits and terminated
employees not yet receiving benefits

Current Employees -
Accumul ated employee contributions
including allocated investment income
Employer-financed vested
Empl oyer-fi nanced nonvested

Total Pension Benefit Obligation

* Estimated

0Id Benefits

$88,089,000

New Benefits

$89, 280, oo0

29,854, 000
57,309,000
12,725,000

27 ,059,000 *
55, 557,000
I 2 , 564,000

$ 183 , 279, 000 $189,158,000

The fol)owing table shows the impact of the change in actuarial assumptions

using the new plan provisions. See page ll for an exp'lanatjon of the change in

actuari a'l assumpti ons.

0ld Assumptions New Assumptions

$89,290,000 $89,239,000

29, 854, 000
57,309,000
I 2, 725, 000

* 29,854,000
52,924,000
12,233,000

-6-

,,.'Woff co,PANY

$189,169,000 $ 184, 250, 000



Actuarial Gost llethod (Table 9)

The approach used by the State of Minnesota to determine contributjon

sufficiency is the Entry Age Normal Actuarial Cost Method. The primary

characteristic of this method is that it allocates costs as a level percentage

of payrol I .

A comparison of this actuarial method (TabIe 9) to the actuarial balance sheet

(Table 8) illustrates the two techniques for allocating Iiabilities of active

members to past and future. As noted in the prior section, the balance sheet

allocates benefits and the corresponding liabilities, on the basis of service.

The method used in Table 9 allocates liabilities so that the cost each year will
be a constant percentage of payro'll. Both approaches, however, calculate the

value of all future benefits the same way (see line F of Table 8 and'line AG,

column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal

Actuarial Cost Method by comparing the liabilities a'llocated to past service

(Actuarial Accrued Liability) to the Current Assets. This amount, line 83, js

funded over the remaining years to the amortization date by a serjes of payments

that remain a constant percentage of payroll each year.

The payments will increase 6.5% each year because that is the assumed rate of
increase in payroll. Although the payment schedule will be adequate to amortjze

the existing unfunded, the lower payments in the earlier years will not be

sufficient to cover the interest on the unfunded liability. After a few years

the annual payment will cover the interest and also repay a portion of the

unfunded.

-7-
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Sources of Actuarial Gains and Losses (TabIe l0)

The assumptions used in making the calculations using the Entry Age Normal

Actuaria'l Cost Method are based on long-term expectations. Each year the actual

experience will deviate from the long-term expectation. The major sources of

gain and loss, which have been identified, are:

A gain from salaries where the average increase was 8.8% compared to

the expected 5.5%.

o A gain from Cument Assets because the return u,as 13.9% instead of

the assumed 8%.

Contributlon Sufficiencv (Table tl)
This report answers the question of "How adequate are the Statutory

Contributions?" by comparing the Statutory Contributions to the Requ'ired

Contri buti ons.

The Required contributions, set forth in chapter 35G, consist of:

Normal costs based on the Entry Age Normal Actuarj al cost ilethod

A supplemental contribution for amortizing any unfunded Actuarial

Accrued Liabil ity

An Allowance for Expenses

-8-
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Tab'le 11 shows the Fund has a contribution sufficiency since the Statutory

Contribution Rate i s 27.40% compared to the Required Contribution Rate of

21.84%.

Projected Cash Flow (Table 12)

Table 12 illustrates the anticipated cash flow over the amortization period.

The cash flow beg'ins with the Non-MPRIF Assets, which are the Current Assets

reduced by the MPRIF Reserves. Contributions are then added based on the

present statutory rates for emp'loyees. As members become eligible for payments

from MPRIF an amount of reserve is transferred to SBI. The other disbursements

represent benefit payments made directly by the Fund. This projected cash flow

assumes that future payro'l'ls increase by 6.5%. Table 12 is the only table in

this report where new members are assumed to be hired in order to replace those

who terminate from the active group. This open group method provides a more

realistic picture of future cash flow. The statutory interest rate of 8.5% is

used to project future investment return.

The amounts transferred to ttPRIF w'ill be affected by the number of members who

reach the assumed retirement age during a given year. The amount for 1991 is

large because it includes those already over age 58 who are assumed to retjre a

year from the valuation date.

Changes in Plan Provisions

There were numerous changes in benefits in 1989 that are recognized in the July

l, 1989 actuarial valuation. The significant changes in benefits are summarjzed

bel ow:

-9-
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The service requirement for the normal retirement benefit, surviving
spouse annuity and deferred benefit was reduced from 5 years to 3

years.

The benefit formula changed from 2.s% of average salary for the
first 25 years of service and z% of average sarary for each

additional year to a level z.s% of average sarary for each year of
servi ce.

Early retirement is now allowed at age 50 and

The early retirement benefit is the actuaria'l
normal retirement benefit payable at age 55.

5 years of service.

equivalent of the

The service requirement for the non-duty disabirity
reduced from 5 years to r year. The benefit formura
be equa'l to the normar retirement benefit based on a
years of service.

benefit was

was changed to

minimum of 15

The surviving spouse benefit for members

than 3 years of service was changed from

of annual salary.

under age 55 or with less

207, of annual salary to SO%

The surviving dependent chirdren,s benefit was changed from a

maximum of 4W. of average salary to a minimum of 50% and a maximum

of 70/' of average salary. The eligible age for full-time students
was increased fron ZZ to 23.

- l0-
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The interest rate credited on refund of member contributions was

increased fron 5% to 6%.

The joint and survivor annuity option now provides a bounce back

feature without additional reduction.

The pre-retirement interest rate assumption has been increased from g.O% to
8'5%' Also, the amortization target date has been changed to JuIy l, ZoZo.

Actuarial Accrued Liabjlity
Projected Benefit Obl igati6n

for GASB No. 5 -

Normal Cost
Supplemental Contribution
Required Contribution

Actuarial Accrued Liability
Projected Benefit ObI igati6n

for GASB No. 5 -

l{ormal Cost
Supplemental Contribution
Required Contribution

Impact Due to To Changes In
Pl an Provisions-

$5, 045,000

5,999,000

.98%

.88%
1.86%

Impact Due To Changes In
Actuarial Assumotions

Interest Rate Amortization DateChange Chanqe

($3,355,000) $0,ooo,ooo

(4,9I9,000)

(r.46%)
(.36%l

(1.82%)

0, 000, 000

.00%
n.3r%)
(1.3r%)

-il-
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STATE PATROL RETIRET'IET{T FUilD

ACCOUNTIT{G BALAI{CE SHEET
(DoLLARS Iil THoUSAi{DS)

July I, 1989

i,IARKET VALUE

$2,499

20 , 131
55, 02 1

7,720
78,463

263

TABLE 1

COST VALUE

$2,499

19,883
57,059
6,220

78, 463

A. ASSETS
l. Cash, Equivalents, Short-Term Securities
2. Investments

a. Fixed Income
b. Equity
c. Real Estate

3. Equi ty 'in tl'innesota Post-Reti rement
Investment Fund (MPRIF)

4. 0ther 263

c.

D.

B. TOTAL ASSETS

AMOUNTS CURRENTLY PAYABLE

ASSETS AVAILABLE FOR BENEFITS
l. lllember Reserves
2. State Reserves
3. I'IPRIF Reserves
4. Non-MPRIF Reserves

5. Total Assets Available for Benefits

E. TOTAL AMOUNTS CURRENTLY PAYABLE AND

ASSETS AVAILABLE FOR BENEFITS

====1111331

$3s3

$19,583
57 ,442
78,463
8,256

$173,744

====1131131

$3s3

$19,583
57 ,732
79, 463
8,256

$164,034

====1111:931 ====1M131

F. DETERI4INATION OF ACTUARIAL VALUE OF ASSETS

l. Cost Value of Assets Available for
Benefits (D5)

2. l-larket Value (05)
3. Cost Value (D5)

4. l.larket 0ver Cost (F2-F3)
5. l/3 of l'larket 0ver Cost(F4)/3

6. Actuarial Value of Assets (F1+F5)
(Same as "Cument Assets")

-t2-

$173,744
164,034

$164,034

3,237

$167,271
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STATE PATROL RETIREIIEilT FUT{D

CHAI{GES III ASSETS AVAILABLE FOR BEi{EFITS
(DoLLARS rr{ THoUSANDS)

YEAR ETIDITIG i'U}IE 30, 1989

I.IARKET VALUE

$152,929

$2,367
5,256
8,315
8,021
1 ,410

59
2,849

TABLE 2

COST VALUE

$146,068

$2,357
5,256
8,316
8,021
1,410

59
0

A. ASSETS AVAILABLE AT BEGINNING OF PERIOD

B. OPERATING REVENUES
I . l.lember Contri but i on s
2. Employer Contributions
3. Investment Income
4. HPRIF Income
5. Net Realized Gain (Loss)

9. 9tf'.t. (IncIudes Stite Aipropriation)
7. Net Change in UnrealizeU'Gain (tosii

8. Total Revenue

C. OPEMTING EXPENSES
l. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Expenses
5. 0ther

7. Total Disbursements

D. OTHER CHANGES IN RESERVES

E. ASSETS AVAILABLE AT END OF PERIOD

-t3-

$28,278 $25,429

$5,272
153
752

78
158
44

$6,272
153
752

78
158
44

$7 ,467 $7 ,457

4

==1113:111

4

==1M331
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TABLE 3
STATE PATROL RETIREIIE}IT FUND

ACTM l,lEl,tBERS AS 0F irUNE 30, t9B9

YEARS OF SERVICE
AgE

<25
25-29

30-34
35-39

40-44
45-49

50- 54
55- 59

60-54
65+

TOTAL

AGE

<25
25-29

30-34
35-39

40-44
45-49

50-54
55- 59

60-54
65+

ALL

<r r 5-.9 l0-t4 15-19 20-24 25-29 30+

t28
t7 38

422
85
l4
I

2t

59 27
35 74

537
l4
I

132 142

23

81
33

t4
2

5
7

2
t

t5

9

38
t2

5
2

66t537843

27
55

40
9

2
I

I
I

135

TOTAL

20
78

134
t23

155
130

87
25

9
4

765

27 ,156
30, 741

34,987
36,gl7

38,777
39, 404

40, I l3
40, ggl

39,971
37,425

37,009

AVERAGE AilNUAL EARNIIIGS

24,613 30,970
23,620 31,713 34,397

23,737 30,717 35,675 39,054
24,022 32,596 35,446 39,479 40,703

19,!ll 34,025 35,353 38,697 40, l3l 38,33236,061 36,917 44,529 39,g16 39,ogz 36,613

37,799 42,267 40,789 39,og8 41,694
22,327 36,290 43,585 40,481 43;330

16,981 44,962 35,658 47,303
4l ,459 36, Og2 36',047

24,039 31,542 35,512 39,742 40,2?7 39,4gg 39,729 42,g26

- 14-

.=pRroR=FISCAL IE4R E4Bill[cs (r]t=THousAilps\ By yEARs 0F sERvrCE<1 I-4 E9 l0-t4

I,034 2,460 5,433 5,269 5,311 5,607 2,555 642 2g,312
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TABLE 4
STATE PATR0L RETIREI'IENT FUIID

SERVICE RETIRE}IE}ITS AS OF JUIIE 30, 1989

AE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

TOTAL

reE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

54
43

4

l0
63

44
14

0
0

64
106

73
54

23
l8

2

340

1l

t2
I

2

26

24
29

2
1 l1

ll

9
5

l41l tot tzt 55

22,185 lg, g51

22,916 lg,592

14,769 21,2t8 21,596 15,267
13,937 17,373 9,539

lg,7gl 13,767 7 ,19612,020 ll,355 9,041 5,903

14,926

2l,5ll 20,596 19,663 16,426 ll,55l 7,499 5,903

AVERAGE Ailt{UAL Ail]{UITY

0
0

19,457
20, 900

19,395
14,692

I I ,533
7,751

14,926

I 7, 959

<I

237

!4
2,089

5-.9

2,379

t0-14

920

20-24

105

25+

76

TOTAL

6, 106300

- l5-
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&
<50
50- 54

55-59
60-64

65-69
70-74

75-79
80-84

85+

TOTAL

TABLE 5
STATE PATROL RETIREI.IEilT FUilD

DISABILITY RETIRE]IENTS AS OF JUilE 30, 1989

3
0

5
5

I
0

0
0

0

t4

I
I

I

0

AYERAGE AI{ilUAL BE]IEFIT

&
<50
50-54

55-59
50-64

55-69
70-74

75-79
80-84

85+

TOTAL

9,229 16,172 11,251

22,431 12,502 9,576
15,494 9,133

7,993

9,229 19,302 11,251 14,206 9,564 0

l5- l9

25

-16-

12,217
0

l3,703
14,214

7,993
0

0
0

0

0 13, l5g

99

,..'Wo// coMPANY
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&E

<50
50- 54

55-59
60-64

65-69
70-74

75-79
80-84

85+

TOTAL

STATE PATROL RETIREiIET{T FUilD

suRvlvoRs As 0F a,ut{E 30, 1989

TABLE 6

2

I

l0
t2

t2
t5

20
14

l5

t0l

5, 933
7,049

2l ,439

I6,656
5, 130

4,699
4,706

3,792

6,779
74,923

6,970
5,077

7,499
3,904

3,990

7,009

t

2

I

5

2
I

I
2

I

2

9

3
2

5
2

4
I

2

20

4
5

3
4

3
5

5

30

I
I

3

2
3

I
2

20

3

3
4

5

l5

AVERAGE A}INUAL BE}IEFIT

AqE

<50
s0-54

55- 59
50-64

55-69
70-74

75-79
80-84

85+

ALL

I 6,059

3,895

9 ,977 9,645

r
173

&. TOTAL
764.859

58 766

l6, 502
l5,906

I I ,309
6, 615

7,465
4,600

3,777

9,537

8,792
5,699

8,541
I,136

7,977

3,910

7,099

l5- t9

64

3,751

3,904

5,624

4,996

4,760

20-24

24

3,943

3,995
3,957

3,995

3,875

4,963
7 ,049

1 0, 756
16,274

10,524
5, 590

5,642
4, 533

3,924

7 ,573

E9

287 I40

-17 -
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TABLE 7
STATE PATROL RETIREI'IEiIT FUilD

RECOT{CILIATIOil OF }IEI.IBERS

TER}IINATED

A.

B.

c.

A.

B.

c.

D.

E.

0n June 30, 1988

Addi t i ons

Del et i ons :

l. Service Retirement
2. Di sabi I i ty
3. Death
4. Termi nated-Deferred
5. Terminated-Refund
6. Terminated-0ther Non-vested
7. Returned as Active

Data Adjustments

Vested
Non-Vested

Total on June 30, 1989

0n June 30, 1988

Addi ti ons

Del et i ons :

l. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

Data Adjustments

Total on June 30, 1989

ACTIVES

740

46

DEFERRED
RETIRE}IENT

l6

4

DISABLED

l3

I

OTHER
ilON-VESTED

0
0
0

0

(2)

I

(14)
(t)

0
(3)
(4)
0

( l3)
0
0

0

340

8

0

(7)

101

(l)

0

(1)

II

644
t2l
755 l9

AililUITAi{TS

339

l4

SURVIVORS

103

7

0
0
0
0

0

14

(2)
0

- l8-
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A.

B.

STATE PATROL RETIREI,IEI{T FUIID

ACTUARIAL BALAilCE SHEET
(DoLLARS ril THoUSAT{DS)

rrulY I, 1989

CURRENT ASSETS (TABLE I, F6)

EXPECTED FUTURE ASSETS
l. Present Val ue of Expected Future Statutory

Supplemental Contributions
2. Present Value of Future Normal Costs

3. Total Expected Future Assets

C. TOTAL CURRENT AND EXPECTED FUTURE ASSETS

D. CURRENT BENEFIT OBLIGATIONS
t. Benefit Recip'ients

Non-Vested

a. Retirement Annuities
b. Disability Benefits
c. Surviving Spouse and

Child Benefits

Defemed Retirements with
Future Augmentation

Former Members without Vested Rights

Active Members

TABLE 8

$167 ,271

69, 356

69, 250

137,505

====1131311

TotaI

$73,170
2,476

I I ,739

1 ,795

59

74,409
I,139
3,635
8,721

107

2.

Vested

$73, l70
2,476

I I ,739

I ,795

59

74,040
0
0

8,531

107

3.

4.
a. Retirement Annuities
b. Disability Benefits
c. Survivors' Benefits
d. Deferred Retirements
e. Refund Liability Due to

Death or Uithdrawal

5. Total Current Benefit Obligations

E. EXPECTED FUTURE BENEFIT OBLIGATIONS

$12,233 $172,0t7 $ t84 , 250

$79,434

====1333:!31

$16,979

($41,193)

359
8,139
3,635

90

0

G.

H.

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

CURRENT UNFUNDED ACTUARIAL LIABILITY (D5-A)

CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F-C)

- t9-
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STATE PATROL RETIREI'IET{T FUT{D

DETERI,II}IATIO}I OF UNFU}IDED ACTUARIAL ACCRUED LIABILITY
AilD SUPPLE}IEI{TAL CONTRIBUTIOT{ RATE

(DoLLARS rlt THoUSAT{DS)

iruLY I, 1989

ACTUARIAL ACTUARIAL
PRESENT VALUE PRESENT VALUE
OF PROJECTED OF FUTURE

BENEFITS NORI',IAL COSTS
(r) (2)

TABLE 9

(UAAL)

ACTUARIAL
ACCRUED

LIABILITY
(3)=(l) - (2)

A. DETERMINATION OF ACTUARIAL ACCRUED
LIABILITY (ML)
l. Active l*lembers

a. Retirement Annuities
b. Disability Benefits
c. Survivors Benefits
d. Deferred Retirements
e. Refunds Due to Death or

tli thdrawal

$139,040
l4, 067
6,232

14,924
182

$50, 253
7, 163
3,490
g, 052

292

$88, 787
5,904
2,7 42
6,872

( u0)

f. Total

Deferred Retirements with
Future Augmentation

Former Members tlithout
Vested Rights

Annuitants in MPRIF

$ 1 74,445 $69, 250 $105,195

2.

3.

4.

$1,795

59

79,129

8, 256

$1,795

59

79,129

8, 256

Reserve on 6/30/89 is $78,4G3
without the bounce back subsidy

5. Reci pi ents Not i n IIPRI F

B.

5. Total

DETERMINATION OF
l. ML (A5)

2. Current Assets

3. UML (Bl-82)

DETERT.,IINATION OF SUPPLEI.IENTAL C0NTRIBUTI0N RATEl. Present Value_of Future payrolls through the
Amortization Date of July l, ZOZO

2. Supplemental Contribution Rate (B3lCl)

$263,684 $69,250
============ ============

UNFUNDED ACTUARIAL ACCRUED LIABILITY (UML)

(Table 1, F6)

-20-

====1131i11

$194,434

167 ,271

$27, 163

$741 ,384

,^. @a// coMPANY
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STATE PATROL RETIRE}IEilT FU}ID

CHA}IGES IN UTIFUNDED ACTUARIAL ACCRUED LIABILITY
(DoLLARS rlt THoUSAT{DS)

YEAR E}IDIilG i'UilE 30, 1989

UML AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS AND
CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl, and 82

4. Total (Bl+B2+83)

EXPECTED UML AT END 0F YEAR (A+84)

MB.+!E_(D!9EE4!q) quE T0 ACTUARTAL LossES (cArNs)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EXPECTED

l. Salary Increases
2. Investment Return
3. ]IIPRIF l,lortal i ty
4. l-lortal i ty of Other Benef i t Reci pi ents
5. 0ther Items

6. Total

UML AT END OF YEAR BEFORE PLAN AI,IENDI4ENTS
AND CHANGES IN ACTUARIAL ASSUMPTIOilS (C+DO)

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
PLAN AI.IENDI.IENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
CHANGES IN ACTUARIAL ASSUMPTIONS

UML AT END 0F YEAR (E+F+G)

(UAAL)

TABLE IO

$26,707A.

B.

$5,202
(7 ,68?)
2,037

($443 )

c.

D.

j26,264

$1, lol
(4,530)

287
6

1 ,345

F.

G.

($1,790)

$?4,47 4

$6,045

($3,356)

$27, t63
===============

-21-

H.
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STATE PATROL RETIREI'IENT FUND

DETERI.IIilATIO]I OF COITRIBI'TIO}I SUFFICI EilCY
(DoLLARS ril THoUSAilDS)

.IULY I, 1989

%oF
PAYROLL

A. STATUTORY CONTRIBUTIONS . CHAPTER 3528

8.50%

t8.90%

TABLE II

$
AMOUNT

$2,770

6, 150

l.
2.

3.

3.

4.

Empl oyee Contri butions

EmpI oyer Contri butions

Total

REQUTRED CoNTRIBUTIoNS - CHAPTER 356

l. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or

Ui thdrawal

f. Tota'l

Supplemental Contribution
Amortization by July l, 2020
of UML of $27,163

A'llowance for Expenses

Total

-22-

27.40%

12.75%
1.84%
0.93%
2.02%
0.07%

$8,930

$4,155
501
304
657

23

17.6ly. $5, 740

2. 3.667.

0.57%

$1,193

$186

c.

2t.84%

5.56y.

Year Beginning

$7, I l9

CoNTRrBUTroN SUFFICIENCY (DEFTCIENCY)
(A3-84)

Note: Projected Annual Payroll for Fiscal
on July 1, 1989 is $32,591

,,. @a// coMPANY

$l,8ll



TABLE 12
STATE PATROL RETIREI(Ei{T FUilD

PROJECTED CASH FLOI{
(DoLLARS rlt THoUSAi{DS)

FISCAL STATUTORY
YEAR CONTRIBUTIONS

TRANSFERS
TO

MPRI F

OTHER
DISBURSEMENTS

INVESTMENT
RETURN

NON-MPRI F

ASSETS
YEAR END

$88,808

104, 206
112,950
128,294
141,807
I 54, 3og

l6g, 937
182,975
l94,17g
205,950
216,523

231,266
239,029
243,059
247 ,371
249,775

257 ,394
263,042
263,466
266,397
278,llg

286, 135
287,045
286,567
287, gg5

282,242

27g,4gl
267,146
252,617
244,956
218,734

206,235

1989

1990
l99l
t992
1993
1994

1995
1996
1997
1998
1999

2000
2001
2002
2003
2004

200s
2005
2007
2008
2009

2010
20tr
20t2
2013
2014

2015
20t6
20t7
20I8
2019

2020

$8,930
9, 510

10, l29
10,797
l 1 ,4gg

12,235
13,030
l3,877
14,779
I 5, 740

16,763
17,952
l9,013
20,249
21 ,565

22,967
24,459
26,049
27 ,742
29,546

3l ,466
33,512
35,690
38,010
40,490

43,lll
45, 914
48,899
52,076
55,461

56,845

$749
8,326
2,650
5,5gl
7,610

6, 530
8, 231

l2 , 031
12,362
74,447

I I ,2gg
19,199
23,405
23, 503
25,719

20, 960
23,501
29,013
26,772
18,569

23,754
30,717
32,221
30, 592
37,519

35,392
42,579
44,995
37,330
54,770

37, 595

$5s2
I ,293
1 ,970
2,694
3,449

4,255
5, l0g
6,019
5, 957
7 ,943

8,976
10,064
17,222
12,437
13,710

I 5, 054
16,527
18,076
19,710
21,444

23,299
25,252
27,332
29,529
3 I ,848

34,330
36,924
39,731
42,692
45,816

49,074

$7,869
8,853
9,935

ll,0ll
12,072

13,179
14,347
1 5, 376
16,312
17,223

18,255
19,173
l9,554
I g, gg4

20,257

20,676
21,217
21,464
2l ,60l
22,199

23,003
?3,367
23,395
23,479
23,243

22,960
22,244
21, lgg
20,?95
18,903

17,325

-23-
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TABLE 13
STATE PATROL RETIREiIE}IT FUND

SUIII,IARY OF ACTUARIAL ASSUiIPTIO}IS AIID IIETHODS

Interest:

Sal ary Increases:

I'lortal ity:

Retirement Age:

Separati on :

Disability:

Expenses:

Return of
Contri buti ons :

Family Composition:

Pre-Reti rement:
Effective July l, 1989: 8.5% per annum
Prior to July 1, 1989: 8.0% per annum

Post-Retirement: 5% per annum

Reported salary at valuation date increased 6.5% to
cument fiscal year and 6.5% annually for each future
year.

Pre - Ret i rement :
I'lale - l97l Group Annuity Mortality Table
Female - l97l Group Annuity Hortallty table

male rates set back 8 years

Post - Ret i rement :

l,lal e - Same as above
Female - Same as above

Post -Di sabi l i ty:
l'lal e - Same as above
Female - Same as above

Agq 58 for State Troopers and for State pol ice0fficers hired after June 30, 1961, or age 63 for
State Police Officers hired before-July i, 196l. If
over assumed retirement age, one year irom the
valuation date.

Graded rates starting at .93 qt age 20 and decreasing
to^.005 at age 45-49 and .02 for iges 50-54. Adopted
1984.

Rates adopted by IISRS as shown in rate table.

Prior year-expenses_expressed as percentage of prior
year payrolI. (0.51% of payroll )'
AII employees withdrawing after becoming eligible for
a deferred benefit were assumed to take-the Targer oftheir contributions accumulated with interest oi the
value of their deferred benefit.

100% of members are married. Female is three years
younger than male. lS% load on spouse benefiti forchildren's benefits.

NA

-24-
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Benefit Increases
After Retirement:

Special Consideration :

Actuarial Cost ilethod:

Asset Valuation Method:

Payment on the
Unfunded Actuarial
Accrued Liabil ity:

Projected Cash Flow
Method:

TABLE 13
(cont)

fayment of earnings on retired reserves in excess of
5% accounted for by 5% post-retirement assu,npiions.

lilarried members assumed to elect subsidized joint andsurvivor form of annuity as follows:
l,lales - 25% elect S0% J & S option;- 25% elect 100% J & S option;
Females - 5% elect S0% J & S option;- 5% elect t00% J & S option.

Entry Age Normal Actuarial Cost t4ethod based on
earnings and_the-date the.employee entered the plan is
lpplied to aIl plan benefits. lJnder this me[hoUActuarial Gains(Losses)_reduce(increase) the UnfundedActuariat Accrued Liabil ity.
cost value plus one-third unrealized Gains or Losses.

A.level percentage of payro'll each year to thestatutory amortization date assumin! payroli increases
6.5% per annum.

cash flows for the non-l'lpRlF portion of the Fund wereprojected based on the current plan benefiis,- 
-

pql!!cipant data, and actuarial' assumptions.' Inaddition new entrants were assumed so'thi[-the iotalpayroll would increase by 6.5% per annum.

-25-
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5
5
5
6
5

5
7
7

7
8

8
9
9

l0
l0

AE
20
2l
22
23
24

25
26
27
?8
?9

30
31
32
33
34

35
35
37
38
39

l8
20
22
24
26

29
32
35
41
46

50
57
64
72
80

29
32
36
41
46

50
57
64
72
80

100 t0090 9080 8070 7050 60

50 5050 5050 5050 5050 50

200 200200 200?00 200200 200200 200

20
23
26
29
33

45
45
47
48
49

50
5l
52
53
54

Death
I'lal e Femal e

SEPARATIONS EXPRESSED AS THE
ilUI,IBER OF OCCURRENCES PER IO.OOO

t{i thdrawal
Itlal e Femal e
300 300
290 290
280 280
270 270
260 260

250 250
240 240
230 230
220 220
2r0 210

200 200
t90 190
180 180
170 170
160 160

150 150
140 140r30 130t20 t20110 u0

-26-

Disabilitv
I'lal e Femal e

44
44
55
55
66
5
6
7
7
8

8
9
9

l0
l0

ll
12
l3
t5
l6

18
20
2?
24
26

6
6
7
7
8

8
9
9

l0
l0

ll
t2
l3
15
l5

TABLE 13
(cont)

Reti rement
Itlal e Femal e

00
00
00
00
00
0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

4
4
4
4
4

40
4l
42
43
44

il
t2
l3
l4
l5

16
18
20
23
26

29
33
38
42
47

53
59
65
71
78

5
5
5
5
5

5
6
6
6
7

7
7
8
8
9

9
IO
l0
u
l2

l3
l4
I5
t6
l8

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0
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Death
l.lal e Femal e

lli thdrawal
Male Female

TABLE 13
(cont)

Reti rement
l.lal e Femal e

Disabilitv
l.lal e Femal e

88
98

108
ll8
t29

0
0
0
0
0

0
0
0
0
0

8800
9800

10800
l18 10,000 10,000
t2900

AE
55
56
57
58
59

60
6t
62
63
54

65
66
67
68
59

70

85
93

100
109
lt9

t3l
t44
159
t74
192

213
236
?63
292
324

36r

38
42
47
53
59

65
7t
78
85
93

100
109
It9
131
144

159

0
0
0
0
0

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

0

l4l
154
167

0
0

0
0
0
0
0

0

l4l
154
167

0
0

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

0

-27 -
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Elisibi'lity

Contri buti ons
l,lember

Empl oyer

Allowable Service

Sa1 ary

Average Salary

RETIREiIETIT
Normal Retirement Benefit

El igibil ity

Amount

Early Retirement Benefit
Eligibility
Amount

Form of Payment

TABLE 14

STATE PATROL RETIREIIEI{T FUND

SUiII,IARY OF PLAN PROYISIONS

State troopers, conservation officers, and certa.in
crime bureau officers.

8.50% of SaIary.

18.907, of Salary.

Service during which member contributions were
deducted. Includes period receivinq tempo"arv
l,lorkers' Compensati on . Al I owabl e S6rvi cb for-
benefi! purposes stops at age 60 for new members and
most of the current members.

Salaries excluding Iump sum payments at separation.

Average of_the 5 highest successiyg years of Salary.
Average Salary must be based on all Allowable
Service if this service is less than 5 Veiis.(Amended 1989)

Age 55 and 3 years of Allowable Service.
(Amended 1989)

?.5%.of Average Salary for each year of AllowableService. (Amended 1989)

Age 50 and 5 years of Allowable Service.

Normal Retirement Benefit based on A]lowable service
and Average Salary at retirement reduced io-tfreactuarial equivalent of the benefit that ,ouii-b.
plyable if the ilember deferred the benefit un[ii-ag.55. (Amended 1989)

Life annuity.
Actuarially equivalent options are:

5-07. or 100% joint and-survivor with bounce back
feature without additional reduction iopiion iscancelled if I'lember is pre-deceased bi '
beneficiary).

Benefits may be increased each January I depending
on the investment performance of the ftinneiSii-poit
Retirement Investment Fund (t4pRIF). A il;iit
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DISABILITY
Occupational Disabil ity
Benefi t

Eligibility

Amount

Non-Duty Disabil ity Benefit
El igibil ity

TABLE 14
(cont)

recipient who has been receiving a benefit for at
least 12 full months as of June 30 will receive a
full increase. Benefit recipients receiving
benefits for at least I full month but less than 12
full months will receive a partial increase.
(Amended 1989)

lilembers retired under laws in effect before June l,
1973 receive an additional 5% supplement. Each year
the supplement increases by 6% of the total annuity,
which includes both }IPRIF and supplemental amounts.

l.lembers retired under law in effect before June l,
1973 receive an additional lump sum payment eachyear. In 1989, this lump sum payment is $25 times
each full year of Allowable Service or $400 per
full year of service less any Social Security
benefits received or annuity from a Minnesota
public emp]oyee pension plan. In each following
year, the lump sum payment will increase by the-same
percentage increase that is applied to regular
annuities paid from l,lPRIF. (Amended 1989)

l,lember under age 55 who cannot perform his duties
because of a d'isabjlity directly resulting from an
act of duty.

Norma'l Retirement Benefit based on Allowable Service
(minimum of 20 years) and Average Salary at
disability without reduction foi commenlement before
age 55.

Payments cease at age 55 or earlier if disability
ceases or death occurs. Benefits may be paid upon
reemployment but salary plus benefit-cannbt excbed
current salary of position held at time of
disabil ity. (Amended 1989)

Under age 55 with at least I year of Ailowable
Service and disability not related to covered
employment. (Amended 1989)

Normal Retirement Benefit based on Allowable Service
(qinjqgry of 15 years) and Average Salary at
disability without reduction foi conmenlement before
age 55. (Amended 1989)

-29-
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Form of Payment

Benefit Increases

Retirement After
Disability

El igi b'il i ty

Amount

Form of Payment

Benefit Increases

DEATH
Surviving Spouse Benefit

El igibil ity

Amount

Benefit Increases

Surviving Dependent
Children's Benefit

Eligibility

TABLE 14
(cont)

Payments cease at age 55 or earlier if disability
ceases or death occurs. Benefits may be paid upon
reemployment but salary plus benefjt cannbt excbed
current salary of position held at time of
disabil ity. (Amended 1989)

Same as for retirement.

Adjusted by l,lSRS to provide same increase as MpRIF.

Age 55 with continued disability.

0ptional annuity continues. Otherwise a normal
retirement annuity equal_to disabjlity benefit paid,
or an actuarially equivalent option

Same as for retirement.

Same as for retirement.

l,lember who i s acti ve or recei vi ng a di sab.i 1 i ty
benefi t.
50% of Annual Salary if l.lember was active or
occupational disability and either had less than 3
years of A'llowable Service or was under age 55.
Pgyment for life or until remarriage.
(Amended I989)

Surviving spouse receives the I00% joint and
survivor benefit cormencing on the lrlember's 55th
birthday if_l.lember was active or a disabil ity with
years of Allowable Service. A spouse who hai been
receiving the 50% benefit shall be entiiled to the
larger of the two. Payment for life or unt.il
remarriage. (Amended 1989)

Adjusted by ltlSRS to provide same increase as MpRIF.

l.lember who is active or receiving a disabil itybenefit. Child must be unmamied, under age ig 1or23 if full time student), and dependent up6n the
tlember. (Amended 1989)
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Amount

Refund of Contributions
El igibil ity

Amount

TERIIIilATION
Refund of Contributions

El igibil ity
Amount

Deferred Benefit
EI igibil ity
Amount

TABLE 14
(cont)

l0% of Average Salary for each chi'ld and $20 per
month prorated among all dependent children.
Benefit must not be less than 50% nor exceed 70% of
Average Salary. (Amended 1989)

ilember dies before receiving any retirement benefjts
and survivor benefits are not payable.

l,lember's contributions with 5% interest if death
occumed before ilay 15, 1989, and G% interest .if
death occurred on or after ttlay 16, 1989.
(Amended 1989)

Termination of state service.

l,lember's contributions with 5% interest compounded
l!!!ally if termination occumed before May' 15,
1989, and 6% interest compounded annually if
termination occurred on or after l.lay 16, 1989.
(Amended 1989)

3 years of Allowable Service. (Amended 1989)

Benefit computed under law in effect at termination
l$. increased !y tle following annual percentage:
0% before 7/l/71, 5% from 7/t/7t to t/t/Bt, anld 3%
thereafter until the annuity begins. 

'Ainount 
is

payable as a normal or early retirement.

-31-

,,.Q/fa// coMPANY



i,UDGES RETIR,E}IEilT

ACTUARIAL YALUATIOil

iruLY 1, 1989

FU}ID

REPORT

,,. CWo// coMPANY



f o.rro*,o,- sERVTcES
COMPENSATION PROGRAMS
AOMI NISTRATIVE SYSTEMS

INTERNATIONAL SERVICES
ORGANIZATION SURVEYS

rHE C)/6/a// coMPANY

I5TH FLOOR
84OO NORMANDALE LAKE BOULEVARD

MI NN EAPOLIS, MI N NESOTA 55437

(612) 92r-a7OO

December 22, 1989

Legislative Commission on
Pensions and Retirement
55 State Office Bui1ding
St. Paul, Minnesota 55155

RE: JUDGES RETIREI'IENT FUND

Comm'issi on Members:

We have prepared an actuarial valuation of the Fund as of July 1, 1989 based on
membersh'ip and financial data supplied by the Fund.

trle cert'ify that to the best of our knowledge and belief this actuarial valuation
was performed in accordance with the requirements of Section 355.215, Minnesota
Statutes, and the requirements of the Standards for Actuarial Work, adopted by
the Commjssion on September 20, 1989.

Respectful ly submitted,

THE I.IYATT COMPANY

EMPLOYEE BENEFITS
EMPLOYEE COMMUNICATIONS

RISK MANAGEMENT
INSI.] RANCE CONSU LTI NG

HEALTH CARE CONSULTING

Ka,r t /r.o;,*
Robert E. Perkins, FSA
Consulting Actuary

7L0drrft"d.*4,*/
Michael C. Gunvalson, FSA
Actuary

)
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JUDGES RETIRE}IEiIT FUND

REPORT HIGHLIGHTS
(DoLLARS In THoUSAilDS)

07 /0t/88
VALUATION

07 /01/8e
VALUATION

A. CoNTRTBUTIoNS (TABLE lr)
l. Statutory Contributions - Chapter 490

% of Payro'll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency (Deficiency) (Al-A2)

FUNDING RATIOS
1. Accrued Benefit Funding Ratio

a. Current Assets (Tab1e l)
b. Current Benefit Obligations (TabIe 8)
c. Fund'ing Rat'io (a/b)

2. Accrued Liability Funding Ratio
a. Current Assets (Tab1e l)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio (a/b)

3. Projected Benefit Funding Ratio (Tab1e 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit

0b'ligations
c. Funding Ratio (a/b)

PLAN PARTICIPANTS
l. Active l4embers

a. Number (Tab1e 3)
b. Projected Annual Earnings
c. Average Annual Earnings (Actual $)
d. Average Age
e. Average Service

2. 0thers
a. Service Retirements (Table 4)
b. Disability Retirements (Table 5)
c. Survivors (Table 6)
d. Defemed Retirements (Table 7)
e. Terminated Other Non-vested (Table 7)
f. Total

B.

26.05% *

28.24%

-2.19% t

25.49%

24.30%

t.t9%

$23,352
$64, 106

36.43%

$23,352
$64,854

35.01%

$98, 870
$93 ,77 4

t05.43%

257
$ 18, 759
$72,992

53.5
ll.3

c.

$20, 760
$59,389

34.96%

$20,760
$59, 708

34.77%

$82,262
$88,854

92.58%

246
$17,109
$59, 548

53.2
tt.2

93
5

63
5
0

166

95
I

63
4
0

170

* Restated to recognize employer statutory contributions.
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JUDGES RETIREI,IENT FUND

COI,Il'IENTARY

Purpose

The purpose of this valuation is to determine the financial status of the Fund.

In order to achieve this purpose, an actuaria'l valuation is made at the

beginning of each fiscal year as required by Section 356.215 of Minnesota

Statutes.

Report Hiqhl iqhts

The statutory contributions, represent'ing member contributions and an estimate

of employer contributions, for the Judges Retirement Fund are 25.49%. Thus, the

statutory contributions exceed the required contribution level of 24.30% by

1.19%. This is the first year that employer contributions have been recognized

and the final section of this commentary describes the process.

The financial status of the Fund can be measured by three d'ifferent funding

rati os :

o The Accrued Benefit Funding Ratio is a measure of current fund'ing

status, and when viewed over a period of years, presents a view of the

fundjng progress. This ratio is based on Statement No. 5 of the

Governmental Accounting Standards Board. This year's ratio is 36.43%.

The corresponding ratio for the prior year was 34.96%.

o The Accrued Liability Funding Ratio is also a measure of funding status

and funding progress. It is based on the actuarial cost method that

has hjstorically been used. For 1989 the ratio is 35.01%, which is an

-2-
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increase from the 1988 value of 34.77%.

o The Projected Benefit Funding Ratio is a measure of the adequacy or

deficiency in the contribution Ievel. This year's ratio of 105.43%

venifies that the current statutory contributions are sufficient.

Since the State will make only the necessary payments to fund

annu'ities payable from I4PRIF and to pay other benefits as they come

due, this Funding Ratio may be considered to be 100% over the lifetime

of the Fund.

Asset Information (Tables I and 2)

Mjnnesota Statutes require that the asset value used for actuarial purposes

recognize only a third of the unrealized gains and losses. This requirement

exists because market values (which include all unrea'lized gains and Iosses) are

typica'lly volatile and can produce erratic changes in the contribution

requ'irements from year to year.

The calculation of the Actuarial Va'lue of Assets is shown in Table I on lines Fl

to F6. It combines the cost value of the Assets Available for Benefits and

one-third of the difference between the market value and cost value of those

assets.

The term "Actuarial Value of Assets" is used to indicate that the value was

determined for use in this actuarial valuation. Since l.linnesota Statutes refer

to this value as "Current Assets", the latter phrase will be used in the

remainder of this report.

-3-
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This Fund participates in the }IPRIF (i.e. I'linnesota Post Retirement Investment

Fund). The asset value shown for ltlPRIF on line A3 is set equal to the MPRIF

Reserves reported on line D3 for both market and cost value purposes. This

reserve is based on a 5% interest assumption.

Investment performance by SBI (i.e. State Board of Investment) above the 5%

level is not shown in the assets but wi'll be added in on January 1, 1990 when

benefits will be increased for those annuitants who have been rece'iv'ing payments

for at least 7 months. Next year's va1uation will include the 1990 benefit

increase in determining the iIPRIF value.

After the MPRIF liability has been calculated for each participating Fund, SBI

will determine each Fund's portion of the excess earnings for the January

benefit increase as well as the Fund's al'located market share of ltlPRIF. An

approx'imation of those values on June 30, 1989 is provided below:

I'IPRIF Reserves $20,159,000
Reserves Plus Excess Earnings 20,900,000
l.lPRI F l*larket Val ue 22,700,000

non-l4PRIF Reserves amount of $12,395,000 on ltne D4 of Table I represents

liability for benefits that are paid directly by the Fund.

l,lembership Data (Tables 3. 4. 5. 6 and 7)

Tables 3 through 5 summarize statistical information about members by category.

Active members are grouped by age and completed years of service in Table 3.

The earnings shown for these members are for the prior fiscal year except in

the case of new hires whose earnings have been annualized.

The service retirements in Table 4 include not only those retiring from active

-4-
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status but also disabled members who have attained retirement age.

members under retirement age are shown in Table 5. The survivors

(Table 5) includes spouses and children of deceased members.

Di sabl ed

category

A reconcjliation of members in Table 7 provides a method for tracking what

happened to members during the past year.

Actuarial Balance Sheet (Table 8)

An actuarial ba'lance sheet provides a method for evaluating current and future

levels of funding.

Current funding levels are evaluated by comparing Current Assets on line A

Current Benefit Obligations on line D5. Current and future funding levels

evaluated by comparing the Total Current and Expected Future Assets on Iine

the Total Curent and Expected Future Benefit Obligations on line F.

The Current Benefit Obligation used to measure current funding levels is

calculated in accordance with Statement No. 5 of the Governmental Accounting

Standards Board (GASB). Those requirements are:

For active members - salary and service are proJected to retirement to

determine benefits for each member and the ratio of credited service to

total service establishes the portion of the projected benefit to be

used in calculating the current funding Ieve1.

For non-active members - the discounted value of benefits.

to

are

Cto
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GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be disclosed

by Statement No. 5 of the Governmental Accounting Standards Board (GASB).

However, Statement No. 5 uses the terms nActuarial Present Value of Credited

Projected Benefits" and "Pension Benefit Obligation" rather than "Current

Benefit Obl igation".

The July l, 1989 Pension Benefit Obligation reported in Table 8 is reformatted

for GASB reporting purposes in the fo'l'lowing table. This table shows the impact

of the change in actuarial assumptions. See page 9 for an explanation of the

change in actuarial assumptions.

0ld Assumptions New Assumotions

Retirees and beneficiaries currently
receiving benefits and terminated
employees not yet rece'iving benefits

Current Empl oyees -
Accumulated employee contributions
including allocated investment income
Employer-fi nanced vested
Employer-fi nanced nonvested

Total Pension Benefit Obligation

* Estimated

$33,024,000 $33,014,000

5,930, ooo
18,969,000
7,365, 000

5,930,000
18, 076,000
7, 086, 000

$65,288,000 $64, 106,000

Actuarial Cost l{ethod (Table 9)

The approach used by the State of ltlinnesota to determine contribution

sufficiency is the Entry Age Normal Actuarial Cost l,lethod. The primary

characteristic of this method is that it allocates costs as a level percentage

of payroll.

-6-
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A comparison of this actuarial method (Table 9) to the actuarial balance sheet

(Tab1e 8) illustrates the two techniques for allocating liabilities of active

members to past and future. As noted in the prior section, the balance sheet

allocates benefjts and the corresponding Iiabilities, on the basis of service.

The method used in Table 9 allocates liabilities so that the cost each year will

be a constant percentage of payroll. Both approaches, however, calculate the

value of a'll future benefits the same way (see'line F of Table 8 and line A5,

column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal

Actuarial Cost Method by comparing the'liabilities allocated to past service

(Actuaria'l Accrued Liability) to the Current Assets. This amount, line 83, is

funded over the remaining years to the amortization date by a series of payments

that remain a constant percentage of payroll each year.

The payments will increase 6.5% each year because that is the assumed rate of

increase in payrol'1. Although the payment schedule will be adequate to amortize

the existing unfunded, the lower payments in the earlier years wi'|1 not be

sufficient to cover the interest on the unfunded liability. After a few years

the annual payment will cover the interest and also repay a portion of the

unfunded.

Sources of Actuarial Gains and Losses (Table l0l

The assumptions used in making the calculations using the Entry Age Normal

Actuarial Cost l-lethod are based on long-term expectations. Each year the actual

experience will deviate from the long-term expectation. The major sources of

ga'in and loss, which have been identified, are:

-7-
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Contribution Sufficiencv (Table ll)

o No gain or'loss from salaries because the average increase was equal

to the expected increase.

o A gain from Current Assets because the return was 16.8% instead of

the assumed 8%.

This report answers the question of "How adequate are the Statutory

Contributions?" by comparing the Statutory Contributions to the Requ'ired

Contri buti ons .

The Required Contributions, set forth in Chapter 355, consist of:

o Norma'l Costs based on the Entry Age Normal Actuarial Cost ltlethod

o A Supplemental Contribution for amortizing any Unfunded Actuarial

Accrued Liabil ity

o An Allowance for Expenses

Tab'le 11 shows the Fund has a contribution sufficiency since the Statutory

Contribution Rate is 25.49% compared to the Required Contribution Rate of

24.307,.

Pro.iected Cash Flow (Table 12)

Table t2 illustrates the anticipated cash flow over the amortization period.
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The cash f'low begins with the Non-tlPRIF Assets, which are the Current Assets

reduced by the l"lPRIF Reserves. Contributions are then added based on the

present statutory rate for employees and an estimate of the employer

contributions. As members become eligible for payments from MPRIF an amount of

reserve is transferred to SBI. The other disbursements represent benefit

payments made directly by the Fund.

State contributions are approximated from TabIe 12 by assuming that the State

pays 85% of the amount transferred to MPRIF (the remaining l5% coming from

member contributions) and 100% of the other disbursements.

This projected cash flow assumes that future payrolls increase by 6.5%. Th'is is

the only table in the report where new members are assumed to be hired in order

to replace those who terminate from the active group. This open group method

provides a more realistic picture of future cash flow. The statutory interest

rate of 8,5% is used to project future investment return.

The amounts transfered to l,lPRIF wi'll be affected by the number of members who

reach the assumed retirement age during a given year. The amount for 1991 is

large because it includes those already over age 68 who are assumed to retire a

year from the valuation date.

Chanqes ln Actuarlal Assumotlons

The pre-retirement interest rate assumption has been increased from 8.0% to

8.5%. Also, the amortization target date has been changed to July 1,2020.

-9-
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Impact Due To Changes In
Actuarial Assumot'ions

Actuarial Accrued Liabil ity
Projected Benefit Obl igation

for GASB No. 5

Normal Cost
Supplemental Contribution
Required Contribution

Interest Rate
Change

($738, ooo)

(I,l82,o0o)

(.80%)
.36%

(.44%)

Amort'i zat i on Date
Change

$0,000, 000

0, 000,000

.00%
8.99%l
(3.ee%)

Chanoes in Plan Provisions

This valuation does not reflect any changes in plan provisions since the prior

val uat i on .

Recoqnition of Emplover Contributions

Each year the State pays the amounts required to fund new annuities from MPRIF

and to make other benefit payments during the year. Since these contribution

amounts can vary considerably from year to year, they have not been lncluded in

prior actuarial reports for measuring contribution sufficiency. As a result,

large contribution deftclencles have been reported.

This report recognizes employer contributions for the first time and, as a

result, a contribution sufficiency is reported. Employer contributions have

been estimated based on the proJected cash flows in Table 12. The projected

transfers to }IPRIF are assumed to consist of 85% employer money and 15% member

money. Eighty-five percent of the transfers for the next five years are

translated to current dollars and averaged to get the employer contribut'ions to

MPRIF. One hundred percent of the other disbursements for next year are assumed

to represent additional employer contributions needed to make benefit payments

- l0-
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and cover expenses.

The argument can be made that there should be no contribution sufficiency or

deficiency because the State will pay whatever is required to provide benefits.

However, this method of payment is not one of the acceptable actuarial methods

and does not provide for advance funding. Therefore, this report continues the

tradition of measuring statutory contributions (now increased to acknowledge the

employer portion) against an acceptable actuarlal calculation (the entry age

normal method) as the standard benchmark used by all maior funds in the State of

l,linnesota for purposes of evaluating contribution sufficiency (deficiency).
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A. ASSETS
l. Cash, Equivalents, Short-Term Securities
2. Investments

a. Fixed Income
b. Equ'ity
c. Real Estate

3. Equity in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. 0ther

B. TOTAL ASSETS

AMOUNTS CURRENTLY PAYABLE

ASSETS AVAILABLE FOR BENEFITS
l. Member Reserves
2. State Reserves
3. MPRIF Reserves
4. Non-l.lPRIF Reserves

5. Total Assets Available for Benefits

E. TOTAL AI',IOUNTS CURRENTLY PAYABLE AND
ASSETS AVAILABLE FOR BENEFITS

i,UDGES REIIRE}IEi{T FUND

ACCOUilTIilG BALA}ICE SHEET
(DoLLARS ril THoUSANDS)

iluly I, 1989

TABLE I

COST VALUE

$238

709
2,204

214
20,169

=====131:331

$209

i4,477
( 13,715)
20,169
12,395

],IARKET VALUE

$238

695
2,246

266
20,169

=====111:!11

$20e

$4,477
( 13,536)
20,169
I 2,395

c.

D.

$23,405 $23,325

=====111311 =====133r131

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

1. Cost Value of Assets Available for
Benefits (D5)

2. ilarket Value (D5)
3. Cost Ua'lue (D5)

4. l,larket Over Cost (F2-F3)
5. l/3 of ilarket Over Cost(F4)/3

5. Actuarial Value of Assets (FI+FS)
(Same as "Current Assets")

$23,405
23,325

$23,325

======131313

$80
27

-t2-
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iIUDGES RETIREI'IEI{T FUND

CHAT{GES IN ASSETS AVAILABLE FOR BENEFITS
(DoLLARS rlr THoUSANDS)

YEAR EilDIilG irUilE 30, 1989

I.IARKET VALUE

$20,733

$733
2,875

458
1 ,914

61
44

120

$5, 21 5

TABLE 2

COST VALUE

$20,773

$733
2,875

468
1 ,914

5l
44

0

$6, 095

A. ASSETS AVAILABLE AT BEGINNING OF PERIOD

OPEMTING REVENUES
l. Member Contributions
2 . Emp'l oyer Contri but i ons
3. Investment Income
4. i4PRIF Income
5. Net Real ized Gain (Loss)
6. 0ther
7. Net Change in Unrealized Gain (Loss)

8. Tota'l Revenue

C. OPERATING EXPENSES
l. Service Retirements
2. Disability Benefits
3. Survivor Benefits
4. Refunds
5. Expenses
6. 0ther

7. Total Disbursements

D. OTHER CHANGES IN RESERVES

E. ASSETS AVAILABLE AT END OF PERIOD

- 13-

$2,451
lzs
875

25
51
l6

$2,451
t25
875

25
5l
l5

$3, 543 $3,543

0

===131:131

0

===l3l:13!
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AGE

<25
25-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

TOTAL

AgE

<25
25-29

30-34
35-39

40-44
45-49

50-54
55-59

50-64
55+

ALL

TABLE 3
i,UDGES RETIREI.IENT FUilD

ACTM l,lEl,lBERS AS 0F i,UllE 30' 1989

0
0

0
l3

48
39

46
26

52
33

257

AYERAGE AilTIUAL EARNI}IGS

4
8

l3
I
8
5

46

3

l8
l9

7
3

8
5

63

5

25
ll
8
6

3
I

508

I

u
7

13
5

37

4
9

14

4
2

10
7

?3

5
I

6

68,879

70, 1 l0

69, 533

66,470

68,895

72,102 46,732

70,ll8 71,374
71,418 72,036

71,307 70,534
65,694 71,777

72,704 74,787
71,677 75,320

70,426 71,073

72,447
67,655 71,677

72,151 77,677
71,677 71,677

72,847 7l ,968
71,677 73,549

71,382 7?,032

77,677 71,677
7L,678

65,905 71,677
72,599 72,020

59,448 71,997

0
0

0
65,256

70,793
70,954

7l ,490
70, 309

53,184 70,441
71,677 7?,802

64,599 70,795

<1

55r

u
4,226

5:9

4,477

t0-14

3,284

- 14-

2,665

20-24

I ,597

25-29

1 ,007

TOTAL

18,195

3gt

388

,,,0@a// coMpANy
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TABLE 4
i,UDGES RETIR,EIIE}IT FUND

SERVICE R,ETIRE}IET{TS AS OF iIUNE 30, 1989

AGE

<50
50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

TOTAL

AGE

<50
50-54

55-59
50-64

65-69
70-74

75-79
80-84

85+

ALL

2

l4
17

2

2

I

15, 502

22,958

10,372 25,675

18,879 25,675

0
0

0
4

l8
30

l6
l9

I
95

0
0

0
23,810

23,353
30,772

28,513
22,757

22,647

0 ?6,424

RETIRE}IET{T

2
10

1l
I

I

5
l3

3

222433

5

23
83

AVERAGE ANNUAL ANNUITY

26,213

20,662
47,679

2l ,408

24,330
27,545 l9,065

20, 1 58
23,527

27,802

23,142

l9,289
37,854

32,456
I I ,736

27,085 25,809 32,749

TOTAL AII}IUAL ANTIUITY (I}I THOUSATIDS) BY YEARS OF<r L4
135 852

E9 10-14 rs-re &. ToTAL

0 2,510786 509 151

20-24

77

-t5-
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TABLE 5
i,UDGES RETIREIIETIT FUND

DISABILITY R,ETIREI,IEI{TS AS OF JUNE 30, 1989

YEARS DISABLED
AGE

<50
50- 54

55- 59
60-64

55-59
70-74

75-79
80-84

85+

TOTAL

<I r
I

I

2

u l0-r4 15-19 20-24 e5t TOTAL

0
I

0
2

2

3

0
0

0

I

I

I

0

AVERAGE AI{]IUAL BEIIEFIT

YEARS DISABLED
AGE

<50
50-54

55-59
60-64

55-69
70-74

75-79
80-84

85+

TOTAL

<tu
17,189

32,081

22,106

E4 10-14 rs-r9 20-24 & AtL

0
17, 189

0
27 ,409

3l,312
20,526

0
0

0

24,526

2?,737

3l,312
I 7,365

0 23,370 31,312 20,052 0

u
93

u
63

l0-14

40

35+

0

TOTAL

196

- 15-

,,. %o// .oMPANY
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TABLE 6
JUDGES RETIREI{ENT FUND

suRvlvoRs As 0F iruilE 30, 1989

134
1l

EE

<50
50-54

55- 59
50-64

65-69
70-74

75-79
80-84

85+

TOTAL

reE

<50
50-54

55-59
60-54

55-69
70-74

75-79
80-84

85+

ALL 1 1 ,637

13,9?7

19,228
28,393

17,652
14,906

12,870

17,471

8,828

10,947

1 1 ,030

18,724

l l ,57l

1 5, 502

I 5, 502

7,962
1 5, 502

l5, 503

12,675

7 ,267
7,024

11,264

8,758

I
9

7
5

t7
7

t2

63

19,232
14,491

7,562
I2,409

19,930
l?,996

I 2 ,860
12,647

14,076

14, 146

I

I

2

t2

2

4
I

5
t

2

l5

2

2
3

3
3

4

2l

3
I

2

8

I
2

?

5

AVERAGE AIINUAL BENEFIT

15,711 20,405
l4,491

7 ,562
I 6, 506

23,548
8,547

14,689
14,692

13,048

l5,323

<1

23

r
322

5-9

252

l0-14

139

-17 -

20-24

l0l
&

44

TOTAL

891

,,.1Wo// coMPANY
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TABLE 7

i,UDGES RETIRE}iENT FUTID

RECONCILIATION OF IIEI'IBERS

TER}IINATED ...--DEFERRED OTHER

ACTIVES

246

l4

(s)
0

(2)
0
0
0

4

189
58

257

RETIREiIENT ilON-VESTED

A.

B.

c.

0n June 30, 1988

Addi ti ons

Del et'ions:
I . Serv i ce Ret'i rement
2. Di sabi I i ty
3. Death
4. Terminated-Deferred
5. Terminated-Refund
6. Terminated-Other Non-vested
7, Returned as Active

Data Adjustments

Vested
Non-Vested

Total on June 30, 1989

5

0

(l)

0

0

0

0

0

0

0

0

0

0

0D.

E.

RECIPIENTS
RETIREIIE}IT
AlIilUITAilTS

93

5

DISABLED SURVIVORS

A.

B.

c.

0n June 30, 1988

Addi ti ons

DeI eti ons:
1. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

Data Adjustments

Total on June 30, 1989

5

0

0
0

0

3

I

63

3

(4)
0
0

0

95

(l)
0

D.

E.

(2)

63

- 18-
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A.

B.

JUDGES RETIREI,IEI{T FUilD

ACTUARIAL BALAIICE SHEET
(DoLLARS IN THoUSANDS)

iruLY t, 1989

CURRENT ASSETS (TABLE 1, F6)

EXPECTED FUTURE ASSETS
t. Present Val ue of Expected Future Statutory

Supp'lemental Contri buti ons
2. Present Value of Future Normal Costs

3. Tota'l Expected Future Assets

C. TOTAL CURRENT AND EXPECTED FUTURE ASSETS

D. CURRENT BENEFIT OBLIGATIONS
I. Benefit Recipients

Non-Vested

a. Retirement Annuities
b. Disability Benefits
c. Surviving Spouse and

Child Benefits

2. Deferred Retirements

3. Former l,lembers without Vested Rights

4. Active Members

TABLE 8

$23,352

46, 598

28,9?o

75, 518

a. Retirement Annuities
b. Disability Benefits
c. Survivors'Benefits
d. Deferred Retirements
e. Refund Liability Due to

Death or I'lithdrawal

5. Total Current Benefit Obligations

E. EXPECTED FUTURE BENEFIT OBLIGATIONS

I,010
1 ,793
4,283

0

0

Vested

$21,791
2,121

8,652

450

0

23,865
0
0
0

141

=====133:313

Tota'l

$21 ,791
2,121

9,652

450

0

24,875
1 ,793
4,283

0

t4l

$7,086 $57, o2o

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

CURRENT UNFUNDED ACTUARIAL LIABILITY (D5.A)

CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F.C)

- 19-

$64, t05

G.

H.

$29,668

=====131111

$40, 754

($5,095)

)
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TABLE 9
i,UDGES REIIREIiEI{T FUND

DETERI.IINATIOT{ OF UilFUilDED ACTUAR,IAL ACCR,UED LIABILITY (UAAL)

A}ID SUPPLE}IEilTAL CONTRIBUTIOI{ RATE
(DoLLARS IN THoUSANDS)

JULY I, 1989

ACTUARIAL ACTUARIAL
PRESENT VALUE PRESENT VALUE ACTUARIAL
OF PROJECTED OF FUTURE ACCRUED

BENEFITS NoRMAL CoSTS .LIABII-ITY=_- 
G) (3)=(l)-(2)

DETERMINATION OF ACTUARIAL ACCRUED

LIABILITY (ML)
I. Active Members

a. Ret'irement Annuities
b. Disability Benefits
c. Survivors Benefits
d. Deferred Retirements
e. Refunds Due to Death or

bJi thdrawal

f. Total

Deferred Retirements

Former l,lembers t'li thout
Vested Rights

Annuitants in l,lPRIF

Recipients Not tn iIPRIF

Total

$48,825
3,638
7,995

0
302

$20,935
2,372
5, 503

0
170

$27,890
1,326
2,492

0
t3?

$60, 760 $28,920 $3 1 ,840

2.

3.

4.

5.

6.

$4s0

0

20,169

1 2 ,395

$4s0

0

20,169

I 2 ,395

DETERI'IINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UML)
l. ML (A5)

2. Current Assets (Table I,F6)

3. UML (Br-82)

DETERI.IINATION OF SUPPLEI.IENTAL CONTRIBUTION RATE
l. Present Val ue of Future Payrol I s through the

Amortization Date of July l, ?020

2. Supplemental Contribution Rate (83/Cl)

-20-

$93,774 $28,920
=====131:3!1

$54,854

23,352

=====111:l!3

$426,725

,r. @a// coMPANY
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i,UDGES RETIREilENT FU}ID

CHAI{GES I}t UNFU}IDED ACTUARIAL ACCRUED LIABILITy (UML)
(DoLLARS rlr THoUSANDS)

YEAR EilDIltc irUNE 30, 1989

A. UML AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl, and 82

4. Total (Bl+82+B3)

C. EXPECTED UML AT END 0F YEAR (A+84)

INCREASE (DECREASE) DUE T0 ACTUARIAL LoSSES (GATNS)
BECAUSE OF EXPERIENCE DEVIATIONS FROI4 EXPECTED

l. Sal ary Increases
2. Investment Return
3. MPRIF l.tortal ity
4. I'lortal i ty of Other Benef i t Reci pi ents
5. Other Items

6. Total

UML AT END OF YEAR BEFORE PLAN A}'IENDMENTS
AND CHANGES IN ACTUARIAL ASSUT{PTI0NS (C+DG)

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
PLAN MENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
CHANGES IN ACTUARIAL ASSUMPTIONS

TABLE IO

$38, 948

$2,523
(3,508)
3,072

$1,987

$40,935

$o
(2e8)

130
29?

l,l8l
$ I ,305

$42,240

($738)

========111:!93

$0

-2t-

H. UML AT END 0F YEAR (E+F+G)
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iIUDGES RETIREIIE}TT FUilD

DETERII I }IAT I O}I OF COilTRI BIIT I OII SUFF I C I Ei{CY
(DoLLARS Iil THoUSANDS)

ilulY I, 1989

%oF
PAYROLL

A. STATUTORY CONTRIBUTIONS . CHAPTER 490

4.30%

21.t9%

TABLE II

$
AMOUNT

$806

3,975

l. Employee Contributions

2. Employer Contributions

3. Total

REQUIRED CoNTRIBUTIoNS - CHAPTER 356

l. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or

lli thdrawal

f. Tota'l

Suppl emental Contri bution
Amortization by July 1, 2020
of UML of $41,502

Allowance for Expenses

Total

CONTRIBUTION SUFFICI ENCY
(A3-84)

(DEFTCTENCY)

Note: Projected Annual Payroll
on July l, 1989 is $18,759

t.t9%

for Fiscal Year Beginning

25.49%

t0.25%
1.08%
2.86%
0.00%
0.07%

======11:131

$1,922
202
537

0
l4

t4.26% $2,675

2. 9.73%

0.3t%

$ I ,825

$583.

4.

c.

24.30% $4,558

$223

-22-
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TABLE 12

iTUDGES RETIREI,IEIIT FUilD

PROi'ECTED CASH FLOI{
(DoLLARS Iil TH0USANDS)

FISCAL STATUTORY
YEAR CONTRIBUTIONS

TRANSFERS
TO

I,IPRI F

OTHER
DISBURSEI.IENTS

INVESTI,IENT
RETURN

NON-HPRIF
ASSETS

YEAR END

$3, 183

5, 155
5,543
7,380
5, 199
7 ,316

8,736
9,754
7,882
9,520
9, 539

ll,294
l3,546
18,729
23,577
25, l3l

28,320
33,398
35,169
38, 51 1

43,505

47 ,751
56,452
65,315
73, 560
83,634

94,176
105,938
lll,150
I 17, 139
I 29, 605

145,787

1989

1990
1991
1992
1993
1994

I995
1996
1997
1998
1999

2000
2001
2002
2003
2004

2005
2006
2007
2008
2009

20I0
201 I
2012
2013
2014

2015
20t6
20t7
2018
2019

2020

$4,781
5,27 |
5, 153
5,847
5, 2I8

5,685
5,815
5,884
5, 156
5,433

5,932
6,562
7,091
8,586
9,676

9,941
10,758
I I ,448
1 1 ,589
12,667

13,928
l5,047
16, 730
19,595
21,766

23,084
23,834
26,323
26,215
25,158

24,783

$78s
5,055
2,587
7 ,344
2,473

3,845
4, 533
7,518
3,327
5,349

4, 235
4,588
2,535
4,822
9,513

8,391
7,695

l2,019
10,935
10,632

13,048
10, 259
12,5?5
l6,743
I 7 ,850

I 9, 562
19,060
30,822
29,393
22,623

19,717

$1 ,395
I,315
1,256
l,197
I,138

1 ,076
1,018

957
900
843

790
736
688
541
595

541
501
453
416
385

353
326
305
270
250

?29
211
180
140
t28

ll2

$381
477
527
513
510

654
754
719
709
777

849
1 ,013
1,316
1,725
1 ,986

2,179
2,516
2,795
3,004
3,344

3,720
4,248
4,954
5,662
6,408

7,249
8,199
8,891
9,307

10,059

11,227

-23-
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TABLE 13
IIUDGES RETIREIIEIIT FUI{D

SUI.II,IARY OF ACTUARIAL ASSU}IPTIOilS AiID IIETHODS

Interest:

Salary Increases:

Mortal ity:

Retirement Age:

Separati on:

Di sabi'l i ty:

Expenses:

Return of
Contri butions:

Family Composition:

Social Security:

Pre-Reti rement:
Effective July l, 1989: 8.5% per annum
Prior to July l, 1989: 8.0% per annum

Post-Retirement: 5% per annum

Reported salary at valuation date increased 2.5% lo
current fiscal year and 6.5% annually for each
future year.

Pre-Reti rement :
l{ale - l97l Group Annuity l,lortality Tab'le
Female - l97l Group Annuity l4ortal'ity Table

male rates set back 8 years

Post-Reti rement:
lrlal e - Same as above
Female - Same as above

Post-Disabil ity:
l,lal e - Same as above
Female - Same as above

Judges: Age 68, or if over age 68, one year from the
valuation date.
Supreme Court Justices in Pre-1974 Plan: Latest of Age
70, 12 years of service, or one year from valuation
date.

None.

Rates adopted by ltlSRS based on actual experience, most
recently adjusted in 1979, as shown in rate table.

Prior year expenses expressed as percentage of prior
year payroll. (0.31% of payroll)

NA

ilarital status as indicated by data. Female is three
years younger than male.

ilaximum Current Primary amount ($899/month for I989),
increasing with salary scale.
Covered annual wages: $48,000
Contribution rate: 7.51% for 1989, 7.65% for 1990 and
I ater.

-?4-
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Benefit Increases
After Retirement:

Speci al Consideration :

Actuari a'l Cost Method:

Asset Va]uati on l,lethod:

Payment on the
Unfunded Actuarial
Accrued Liabi'lity:

ProJected Cash FIow
I'lethod:

TABLE 13
(cont)

Payment of earnings on retired reserves in excess of
57, accounted for by 57,' post-ret'irement assumptions.

NA

Entry Age Normal Actuarial Cost t'lethod based on

earningi and the date the employee entered the plan 'is
applied to all plan benefits. Under this method
Attuarial Gains(Losses) reduce(increase) the Unfunded
Actuarial Accrued Liabil itY.

Cost Value p'lus one-third Unrealized Gains or Losses.

A level percentage of payroll each year to-the
statutory amortization date assuming payroll increases
6.5% per annum.

Cash flows for the non-l{PRIF portlon of the Fund were
proJected based on the current-p1an benefits,
iartictpant data, and actuarial assumptiols:. In
laaitioh new entrants were assumed so that the total
payroll would increase by 6.5% per annum.

-25-
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Death
iila'le Femal e

tli thdrawal
l,lal e Femal e

Disabil itv
l.lal e Femal e

TABLE 13
(cont)

Reti rement
Itlal e Femal e

SEPARATIOIIS EXPRESSED AS THE
}IU}IBER OF OCCURRENCES PER IO.OOO

&
20
2t
?2
23
24

25
25
27
28
29

30
3t
32
33
34

5
5
5
5
6

6
7
7
7
8

8
9
9

l0
l0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

4
4
4
4
4

5
5
5
5
5

5
5
5
6
7

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

2
2
2
2
2

35
36
37
38
39

40
4l
42
43
44

ll
t2
l3
l4
15

16
l8
20
23
25

29
33
38
4?
47

7
7
8
8
9

9
l0
l0
l1
t2

l3
14
15
16
l8

20
23
26
29
33

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

I
I
I
I
2

2
2
4
4
4

5
6
7
7

l0

l0
t2
l4
l6
20

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

2
2
2
3
3

3
5
7
9

11

?
2
2
2
2

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

53
59
65
7l
78

45
46
47
48
49

50
5l
52
53
54

l4
l5
20
24
28

-26-
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TABLE 13
(cont)

Death
Itlal e Femal e

tli thdrawal
l,lal e Femal e

Disabilitv
l,lal e Femal eAre

55
56
57
58
59

60
61
62
63
64

65
66
67
68
69

70

85
93

100
109
u9

l3l
144
159
774
192

213
236
263
292
324

361

38
42
47
53
59

65
7t
78
85
93

100
109
lt9
13l
144

159

34
40
46
56
65

76
90

110
135
t74

0
0
0
0
0

0

24
30
36
44
52

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

0
0
0
0
0

0
0
0
0
0

6200
74 0 0
8800

10400
t2200

000
000
000
0 10,000 10,000
000

-27 -

ReLirement
l,lal e Femal e
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Eligibility

Contri buti ons
l,lember

Empl oyer

Allowable Service

Sal ary

Average Sa'lary

RETIRE}IENT
Normal Retirement Benefit

Eligibility
Amount

Early Retirement Benefit
Eligibility
Amount

TABLE T4
BASIC

i,UDGES RETIRE}IEIT FUND

SU}I}IARY OF PLAT{ PROVISIO}IS

A judge or justice of any court who is not covered
under the Social Security Act. If the Member was
active prior to l/l/74, benefits may be computed
according to provisions of the prior p1an.

0.5% of Salary plus the Social Security tax rate.
ilembers who were actlve prior lo l/l/74 nay
contribute 4% to a special survivor retirement
account.

Terminal funding basis.

Service as a judge. Half credit is rece'ived for
service not compensated at an annual salary or for
service while entitled to practice Iaw. Credjt may
also be earned for uncredjted judicial service if
the appropriate employee contributions, with
interest, are made.

Salary set by law.

Average of the 5 highest years of Salary of the last
l0 years prior to retirement.

Age 65 and 5 years of A'llowable Service. Age 70.

2.5% of Average Sa'lary for each year of Allowable
Service prior to 7/l/80 and 3% of Average Salary for
each year of Allowable Service after 6/30/80.
I'laximum benefit of 65% of salary for the 12 months
preceding retirement.

Age 62 and 5 years of Allowable Service.

Normal Retlrement Benefit based on Allowable Service
and Average SaIary at retirement date with reduction
of 0.5% for each month the ilember is under age 55 at
time of retirement.
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Form of Payment

Benefit Increases

DISABILITY
Di sabi 1 i ty Benefi t

Elig'ibility

Amount

Retirement After
Disability

Eligibility

Amount

Benefit Increases

DEATH
Survivors' Benefit

EI igibil ity

Amount

TABLE 14
BASIC

(cont)

Life annuity.
Actuaria'lly equivalent optlons are:

50% or 100% Joint and survivor
50% or 100% bounce back joint and survivor
(option ls cancelled if l,lember is pre-deceased by
beneficiary).
l0 or 15 year certain and 'life.

Benefits may be increased each January I depending
on the investment performance of the l.linnesota Post
Retirement Investment Fund (ilPRIF).

Permanent inability to perform the functions of
judge.

No benefit is paid by the Fund. Instead salary is
continued for 2 years, but not beyond age 70.
Employee contributions continue and Allowable
Service is earned.

ilember is still disabled after salary payments cease
after 2 years, or at age 70, if earlier.

Larger of 25% of Average Salary or the Normal
Retirement Benefit, without reduction.

Same as for retirement.

Active or disabled I'lember dies before retirement or
a former l,lember eligible for a deferred annuity
di es.

Larger of ?5% of Average Salary or 60% of Normal
Retirement Benefit had the ilember retired at date of
death.

Benefit paid to spouse for Iife. If no spouse,
benefit is paid to surviving dependent children
until chlld marries, dies, or attains age 18 (age 22
if fuII time student).

Same as for retlrement.
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Prior Survivors' Benefit
EI 'igi bi l i ty

Amount

Benefit Increases

Refund of Contributions
E'ligibility

Amount

TER}IITIATION
Refund of Contributions

El igibil ity
Amount

Deferred Benefit
El igib'il ity
Amount

TABLE 14
BASIC

(Cont)

Retired l,lember dies who did not elect an optional
annuity and such I'lember retired prior to l/l/74 or
was in office prior to l/1/74 and continued
contributing 4% of pay to provide this
post-retirement death benefit.

50% of the retired l,lember's benefit continues to the
surviving spouse if married 3 years. Benefit begins
imnediately unless spouse is not yet age 40 and
continues to the earlier of remarriage or death.

Adjusted by ltlSRS to provide same lncrease as I'IPRIF.

l.lember dies prior to retirement or former l*lember
elig'ible for a deferred annuity dies and survivors'
benefits are not payable.

I'lember's contributions with 5% interest.

Termination of service as a judge.

l,lember's contributions with 5% interest. A deferred
annuity may be elected in Iieu of a refund.

5 years of Allowable Service.

Benefit computed under law in effect at termination.
Amount is payable as a norma'l or early retirement
annu i ty.
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El igibil ity

Contri buti ons
I'lember

Empl oyer

Allowable Service

Sal ary

Average Sal ary

RETIREI'IENT
Normal Retirement Benefit

Eligib'ility

Amount

Early Retirement Benefit
Eligibility
Amount

Form of Payment

TABLE 14
COORDINATED

JUDGES RETIREIIET{T FUI{D

SUIII'IARY OF PLAII PROVISIONS

A Judge or Justice of any court who is covered under
the Social Security Act.

1.25% of Salary p'lus the Social Security tax rate
reduced by the l,lember's Social Security tax.

Terminal funding basis.

Service as a judge. Half credit is received for
service not compensated at an annual salary or for
service while entitled to practice Iaw. Credit may
also be earned for uncredited judicial service if
the appropriate employee contributions, with
interest, are made.

Salary set by law.

Average of the 5 highest years of Salary of the last
l0 years prior to retirement.

Age 55 and 5 years of Allowable Service. Age 70.

2.5% of Average Salary for each year of Allowab'le
Service prior to 7/l/80 and 3% of Average Salary for
each year of Allowable Service after 6/30/80 reduced
by 50% of the member's primary Social Security.
I'laximum benefit of 65% of salary for the 12 months
preceding retirement.

Age 62 and 5 years of A'llowable Service.

Normal Retirement Benefit based on Allowab'le Service
and Average Salary at retirement date with reduction
of 0.5% for each month the l,lember is under age 65 at
time of retirement.

Life annuity.
Actuarially equivalent options are:

50% or 100% Joint and survivor
50% or 100% bounce back joint and survivor
(option is cancelled if l.lember is pre-deceased by
beneficiary).
l0 or 15 year certain and life.
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Benefit Increases

DISABILITY
Di sabi I i ty Benefi t

El igibil ity

Amount

Retirement After
Disability

El igibil ity

Amount

Benefit Increases

DEATH
Survivors' Benefit

El igibil ity

Amount

Benefit Increases

Refund of Contributions
El igibil ity

TABLE T4
COORDIT{ATED

(cont)

Benefits may be increased each January I depending
on the inveitment performance of the Mjnnesota Post
Retirement Investment Fund (l4PRIF).

Permanent inability to perform the functions of
judge.

No benefit is paid by the Fund. Instead salary 'is

continued for 2 years, but not beyond age 70.
Employee contributions continue and Allowable
Service is earned.

lrlember is stiIl disabled after salary payments cease
after 2 years, or at age 70, if earlier.

Larger of 25% of Average Salary reduced by 5V/, of
the-l,lember's primary Social Security oI the Normal
Retirement Benefit, without reduction for age.

Same as for retirement.

Active or disabled l,lember dies before retirement or
a former l{ember eligible for a deferred annuity
di es.

Larger of 25% of Average Salary or 60% of Normal
Retirement Benefit had-the l'lember retired at date of
death. The primary Social Security is the amount
upon which Social Security survivors' benefits are
based.

Benefit paid to spouse for life. If no spouse,
benefit is paid to surviving dependent children
until child marries, dies, or attains age 18 (age 22

if full time student).

Same as for retirement.

ilember dies prior to retirement or former l'lember
eligible for a deferred annuity dies and survivors'
benefits are not payable.
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Amount

TER]IINATION
Refund of Contributions

Eligibility
Amount

Deferred Benefit
Eligibility
Amount

TABLE 14
COORDIilATED

(cont)

ilember's contributions with 5% interest.

Termination of service as a judge.

ilember's contributions with 5% interest. A deferred
annuity may be elected in lieu of a refund.

5 years of Allowable Service.

Benefit computed under law in effect at term'inat'ion.
Amount is payable as a normal or early retirement
annui ty.
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RE: LEGISLATORS RETIREI'IEilT PLAN

Commission Members:

We have prepared an actuarial valuation of the Plan as of JuIy 1, 1989 based on

) membership and financial data supplied by the Plan.

We certjfy that to the best of our knowledge and belief this actuarial valuation
was performed in accordance with the requirements of Section 356.215, Minnesota
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LEGISLATORS RETIRE}IEilT PLAN

REPORT HIGHLIGHTS
(DoLLARS It{ THoUSA}IDS)

07 /0r/8e
VALUATION

A. coNTRIBUTIoNS (TABLE ll)
l. Statutory Contributions - Chapter 3A

% of Payroll

2. Required Contributions - Chapter 355
% of Payrol'l

3. Sufficiency (Deficiency) (Al-A2)

FUNDING RATIOS
l . Accrued Benef it Fund'ing Rati o

a. Current Assets (Table l)
b. Current Benefit Obligations (Table 8)
c. Funding Ratio (a/b)

2. Accrued Liability Funding Ratio
a. Current Assets (Table l)
b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Cument and Expected Future Benefit

0b1 igations
c. Funding Ratio (a/b)

PLAN PARTICIPANTS
l. Active l'lembers

a. Number (Table 3)
b. Projected Annual Earnings
c. Average Annual Earnings (Actua'l $)
d. Average Age
e. Average Service

2. 0thers
a. Service Retirements (Table 4)
b. Disability Retirements (Table 5)
c. Survivors (Table 6)
d. Deferred Retirements (Table 7)
e. Terminated Other Non-vested (Table 7)
f. Tota'l

B.

25.06% *

33.58%

-8.52% *

26.34%

3t.52%

-5.18%

$12,317
$25,998

45.62%

$12,317
$28,821

4?.74%

$32,712
$39,361

83.11%

201
$6, I I4

$30,416
48.4

7.7

125
NA

36
95
l6

272

c.

$1 I ,857
$23, 758

49.9t%

$11,857
i24,882

47.65%

$25,730
$33,120

77.69%

201
$4,932

$24, 540
47.8
7.3

125
NA
44
97
t7

283

* Restated to recognize emp'loyer statutory contribution.
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TEGISLATORS RETIREIIENT PLAT{

C0l,ll,lEI{IARY

Puroose

The purpose of this valuation is to determine the financial status of the Plan.

In order to achieve this purpose, an actuarial valuat'ion is made at the

beginning of each fiscal year as required by Section 356.215 of Minnesota

Statutes.

Report Highl ights

The statutory contributions, representing member contributions and an estjmate

of employer contributions, for the Legislators Retirement Plan are 26,34%. The

remaining 5.18% needed to reach the required contribution'level of 31.52%will

be pald by the State as needed ln future years according to Chapter 3A of

Minnesota Statutes. This is the first year that employer contributions have

been recognized and the fina'l section of this commentary describes the process.

The financia'l status of the PIan can be measured by three different funding

ratios:

The Accrued Benefit Funding Ratio is a measure of current funding

status, and when viewed over a period of years, presents a view of the

funding progress. This ratio is based on Statement No. 5 of the

Governmental Accounting Standards Board. This year's ratio is 45.627,,

The corresponding ratio for the prior year was 49.91%.

The Accrued Liability Funding Ratio is also a measure of fund'ing status

-2-
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and funding progress. It is based on the actuarial cost method that

has historically been used by the State. For 1989 the ratio is 42'74%

which is a decrease from the 1988 value of 47 '65%'

The Projected Benefit Funding Ratio is a measure of the adequacy or

def.iciency in the contribution level. This year's ratio of 83.11%

verifjes that the current statutory contributions, including the

estimated employer contributions' are going to cover only a portion of

the plan benefits. Since the State will make the necessary

contributions to fund annujties payable from MPRIF and to pay other

benefits as they come due, this Funding Ratio may be considered to be

100% over the lifetime of the Plan.

Asset Informatlon (Tables I and 2)

Hinnesota Statutes require that the asset value used for actuarial purposes

recognize only a third of the unrealized gains and losses. This requirement

exists because market values (which include all unrealized gains and losses) are

typica'l1y volatile and can produce erratic changes in the contribution

requirements from year to Year.

The calculation of the Actuarial Value of Assets is shown in Table I on l'ines Fl

to F6. It combines the cost value of the Assets Available for Benefits and

one-third of the difference between the market value and cost value of those

assets.

The term "Actuaria'l Va]ue of Assets" is used to indicate that the value was

determined for use in this actuarial valuation. Since lilinnesota Statutes refer

-3-
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to this value as "Current Assets", the latter phrase will be used in the

rema'i nder of th i s report .

This Plan participates in the I4PRIF (i.e. I'linnesota Post Retirement Investment

Fund). The asset value shown for MPRIF on line A3 is set equa'l to the MPRIF

Reserves reported on line D3 for both market and cost value purposes. This

reserve is based on a 5% interest assumption.

Investment performance by SBI (i.e. State Board of Investment) above lhe 5%

level is not shown in the assets but will be added in on January l, 1990 when

benefits will be increased for those annuitants who have been receiving payments

for at'least 7 months. Next year's va'luation will include the 1990 benefit

increase in determining the ItIPRIF value.

After the MPRIF liability has been calculated for each participating Fund, SBI

will determine each Fund's portion of the excess earnings for the January

benefit increase as well as the Fund's allocated market share of ltlPRIF. An

approximation of those values on June 30, 1989 is provided below:

MPRIF Reserves $8,767,000
Reserves PIus Excess Earnings 9,100,000
l,lPRIF I'larket Va'lue 9,880,000

ilembershlp Data (Tables 3. 4. 6 and 7)

Tables 3 through 6 summarize statistical information about members by category.

Active members are grouped by age and comp'leted years of service in Table 3.

The earnings shown for these members are for the prior fiscal year and do not

include any per diem payments.

-4-
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The service retirements in Table 4 include not

status but also members with deferred benefits

and started receiving benefits.

only those retiring from active

who have attained retirement age

The survivors category

members.

(Table 6) includes spouses and children of deceased

A reconciliation of members in Table 7 provides a method for tracking what

happened to members during the past year.

Actuarial Balance Sheet (TabIe 8)

An actuarial balance sheet provides a method for evaluating current and future

Ievels of funding.

Current funding leve'ls are evaluated by comparing Current Assets on line A

Current Benefit Obligations on line 05. Current and future funding levels

evaluated by comparing the Total Current and Expected Future Assets on Iine

the Total Current and Expected Future Benefit Obligations on line F.

The Current Benefit Obligation used to measure cument funding levels is

calculated in accordance with Statement No. 5 of the Governmental Accounting

Standards Board (GASB). Those requlrements are:

For active members - salary and service are projected to retirement to

determine benefits for each member and the ratio of credited service to

total service establishes the portion of the projected benefit to be

to

are

Cto
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used in calculating the current fund'ing leve'l .

For non-active members - the discounted value of benefits, 'including

augmentation in cases where benefits have not commenced.

GASB Disclosure

The Cument Benefit Obligation amounts in Table 8 are required to be disclosed

by Statement No. 5 of the Governmental Accounting Standards Board (GASB).

However, Statement No. 5 uses the terms oActuaria'l Present Va'lue of Credited

Projected Benefits" and "Pension Benefit Obligation" rather than "Current

Benefit Obl igation".

The July 1, 1989 Pension Benefit Obligation reported in Table 8 is reformatted

for GASB reporting purposes in the following table. This table shows the

impact of the changes in p'lan provisions on the liabilities under the oId

actuaria'l assumptions. See page l0 for an exp'lanation of the changes in plan

provi si ons .

0ld Benefits New Benefits

Retirees and beneficiaries currently
receiving benefits and terminated
emp'loyees not yet receiving benefits

Current Employees -
Accumul ated employee contributions
including allocated investment income
Employer-financed vested
Emp'l oyer-fi nanced nonvested

Total Pension Benefit Obligation

* Estimated

The table on the following page shows the impact

$16,933, ooo $15,933,000

3,?64,000 *
3,356,000
I ,883,000

3,254,000
5,367,000
2,055,000

$25,436,000 $27 ,629,000

-6-
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assumptions using the new plan provisions.

the changes in actuarial assumptions.

See page l1 for an explanation of

0ld Assumptions New Assumotions

$16,933,000 $16,752,000

Retirees and beneficiaries currently
receiving benefits and terminated
employees not yet receiving benefits

Cument Empl oyees -
Accumul ated empl oyee contributions
including allocated investment income
Empl oyer-fi nanced vested
Empl oyer-fi nanced nonvested

Total Pension Benefit Obligation

* Estimated

3,264,000 *
5,367,000
2,055,000

3,264,000 *
4,823 , ooo
2, 149,000

$27,629, ooo $26,998,000

Actuarial Cost ltlethod (Table 9)

The approach used by the State of ltlinnesota to determine contribution

sufficiency is the Entry Age Normal Actuarial Cost l4ethod. The primary

characteristic of this method is that it a'llocates costs as a level percentage

of payrol I .

A comparison of this actuarial method (Table 9) to the actuarial balance sheet

(Table 8) illustrates the two techniques for allocating liabilitjes of active

members to past and future. As noted in the prior section, the balance sheet

a'llocates benefits and the corresponding Iiabilities, on the basis of service.

The method used in Table 9 allocates liabilities so that the cost each year will

be a constant percentage of payrolI. Both approaches, however, calculate the

value of all future benefits the same way (see line F of Table 8 and line A6,

column l, of Table 9).

An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal

-7-
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Actuaria'l Cost ttethod by comparing the IiabiIities alIocated to past servjce

(Actuarial Accrued Liability) to the Current Assets. This amount,'line 83, is

funded over the remaining years to the amortization date by a series of payments

that remain a constant percentage of payro'll each year.

The payments will increase 6.5% each year because that is the assumed rate of

increase in payroll. Although the payment schedule will be adequate to amortize

the existing unfunded, the lower payments in the earlier years w'i1l not be

sufficient to cover the interest on the unfunded liability. After a few years

the annua'l payment wi'll cover the interest and also repay a port'ion of the

unfunded.

Sources of Actuarlal Galns and Losses (Table l0)

The assumptions used in making the calculations using the Entry Age Norma'l

Actuarial Cost l,lethod are based on long-term expectations. Each year the actual

experience will deviate from the long-term expectation. The maior sources of

gain and loss, which have been identified, are:

ga'ln or Ioss from salaries because the average increase was equal

the expected increase.

A loss from Non-}|PRIF Current Assets because no interest

investment return is credited.

Contrlbutlon Sufficlencv (Table ll)
This report answers the question of'How adequate are the Statutory

Contributions?" by comparing the Statutory Contributions to the Requ'ired

oNo
to
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Contri but i ons .

The Required Contributions, set forth in Chapter 356, consist of:

Normal Costs based on the Entry Age Normal Actuari al Cost Method

A Supp'lemental Contribution for amortizing any Unfunded Actuarjal

Accrued Liabil ity

An A'llowance for Expenses

Table ll shows the Plan has a contribution deficiency since the Statutory

Contribution Rate is 25.34% compared to the Required Contribution Rate of

31.52%. As noted earlier, the State will make the necessary contributions to

fund annu'ities payable from iIPRIF and to pay other benefits as they come due.

Pro.lected Cash FIow (TabIe 12)

Table 12 illustrates the anticipated cash flow over the amortization period.

The cash flow begins with the Non-l,lPRIF Assets, which are the Cument Assets

reduced by the MPRIF Reserves. Contributions are then added based on the

present statutory rate for employees and an estimate of the employer

contributions. As members become eligible for payments from MPRIF an amount of

reserve is transferred to SBI. The other disbursements represent benefit

payments made directly by the Plan.

State contributions are approximated from Table l2 by assuming that the State

pays 85% of the amount transferred to l,lPRIF (the remaining 15% coming from

-9-
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member contributions) and 50% of the other disbursements (the remaining 50%

coming from member contributions primarily in the form of refunds).

This projected cash flow assumes that future payrolls excluding the per diem

payments increase by 6.5%. The per diem payments are assumed to remain constant

each year in the future. This is the only table in the report where new members

are assumed to be hired in order to replace those who terminate from the active

group. The interest return is $0 because member contributions are retained in

the State general fund and amounts contributed by the State are transferred to

I'IPRIF or pa'id out in the form of benefits.

The amounts transferred to I4PRIF will be affected by the number of members who

reach the assumed retirement age during a given year.

Chanqes ln Plan Provislons

There were changes in benefits in 1989 that are recognized in the July I' 1989

actuarial va'luation. These changes in benefits are summarized below:

o Per diem payments pald to a member during a regu'lar or speclal

session are inc'luded in salary for benefit computation purposes.

The retirement benefit was changed to include years of service

beyond 20 and member contibutions are made for a'll years of

serv i ce .

The early retirement reduction factor was changed from 6% per year

to an actuarial equivalent reduction with 3% augmentation.

- t0-
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The deferred annuity is now augmented at 5% a year for each year

that the benefit is deferred beyond age 55.

Actuari al Accrued Li abi 1 i ty
Pension Benefit Obl igat'ion
for GASB No. 5

Normal Cost
Suppl ementa'l Contri buti on
Required Contribution

Impact Due To Changes In
Plan Provisions

$2,73I,ooo

2, I93,000

.95%
(.67%\

.28%

The required contribut'ion increased from 34.35% to 41.04% based on the old

definjtion of covered salary. However, the benefit improvement includes the

addition of per diem payments to covered salary. The increase in the covered

salary changes the percentages to 29.99% for old benefits and 34.63% for new

benefits. The above increase of .28/, represents the difference from 34.35% to

34.63%.

Ghanqes in Actuarial Assumotions

The pre-retirement interest rate assumption has been increased from 8.0% lo

8.5%. Also, the amortization target date has been changed to July 1,2020.

Impact Due To Changes In
Actuarial Assumptions

Actuarial Accrued Liability
Pension Benefit Obl igation

for GASB No. 5

Normal Cost
Supplemental Contribution
Required Contribution

Interest Rate
Chanqe

($530, ooo )

(631,000)

(1.03%)
.2?%

(.81%)

Amortization Date
Change

$0
0

.00%
(3.07%\
(3.07%)
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Recoqnition of Emplover Contrlbutlons

Each year the State pays the amounts required to fund new annuities from I'IPRIF

and to make other benefit payments during the year. Since these contribution

amounts can vary considerably from year to year, they have not been included in

prior actuarial reports for measuring contribution sufficiency. As a result,

large contribution deficiencies have been reported.

This report recognizes employer contributions for the first time and, as a

result, the contribution deficiency is considerably lower. Employer

contributions have been estimated based on the projected cash flows found in

Table 12. The projected transfers to l.tPRIF are assumed to consist of 85%

emp'loyer money and l5% member money. Eighty-five percent of the transfers for

the next five years are translated to current dollars and averaged to get the

employer contributions to t'lPRIF. Fifty percent of the other d'isbursements for

next year are assumed to represent additional employer contributions needed to

make benefit payments, cover expenses and pay interest upon the refund of member

contri buti ons.

The argument can be made that there should be no contribution sufficiency or

deficiency because the State will pay whatever is required to provide benefits.

However, this method of payment is not one of the acceptable actuarial methods

and does not provide for advance funding. Therefore, this report continues the

tradition of measuring statutory contributions (now increased to acknowledge the

employer portion) against an acceptable actuarial ca'lculation (the entry age

normal cost method) as the standard benchmark used by all major funds in the

State of l.linnesota for purposes of evaluating contribution sufficiency

(deficiency).
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LEGISLATOR,S RETIREIIEI{T PLAN

ACCOUT{TI}IG BALAilCE SHEET
(DoLLARS Iil THoUSAi{DS)

iluly I, 1989

I,IARKET VALUE

$o

0
0
0

8,767

3,558

TABLE I

COST VALUE

$0

0
0
0

8,767

3,658

A. ASSETS
l. Cash, Equivalents, Short-Term Securities
2, Investments

a. Fixed Income
b. Equity
c. Real Estate

3. Equity'in Minnesota Post-Retirement
Investment Fund (MPRIF)

4. 0ther

B. TOTAL ASSETS

AMOUNTS CURRENTLY PAYABLE

ASSETS AVAILABLE FOR BENEFITS
l. Member Reserves
2. State Reserves
3. MPRIF Reserves
4. Non-MPRIF Reserves

5. Tota'l Assets Available for Benefits

E. TOTAL AMOUNTS CURRENTLY PAYABLE AND
ASSETS AVAILABLE FOR BENEFITS

=====!13:13!

$ 108

=====!13:133

$ 108C.

D.
$3,522
(3,71 5)
8,767
3,643

$3,522
(3,715)
8,757
3,643

$ 12,317

=====111:131

$ 12,317

$12,425

F. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

l. Cost Value of Assets Available for
Benefits (D5)

2. l-larket Value (05)
3. Cost Value (D5)

4. l*larket 0ver Cost (F2-F3)
5. l/3 of llarket 0ver Cost(F4)/3

6. Actuarial Value of Assets (Fl+F5)
(Same as "Current Assets")

- 13-

$1 2,31 7
12,317

$12,317

$1 2,317

$0

,,,'Wo// ..MPANY
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TEGISLATORS RETIR,EI,IEIT PLA}I

CHA}IGES III ASSETS AVAILABLE FOR BENEFITS
(DoLLARS Iil TH0USANDS)

YEAR E}IDING JUTIE 30, 1989

I,IARKET VALUE

$11,857

$43 I
860

0
980

0
0
0

TABLE 2

COST VALUE

$11,857

$43 I
860

0
980

0
0
0

A. ASSETS AVAILABLE AT BEGINNING OF PERIOD

B. OPERATING REVENUES
I . Member Contri but'i ons
2. Employer Contributions
3. Investment Income
4. MPRIF Income
5. Net Realized Gain (Loss)
5. 0ther
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

C. OPERATING EXPENSES
l. Service Retirements
2 . Di sabi I i ty Benefi ts
3. Survivor Benefits
4. Refunds
5. Expenses
6. Other

7. Total Disbursements

D. OTHER CHANGES IN RESERVES

E. ASSETS AVAILABLE AT END OF PERIOD

- l4-

$2,271 $?,271

$l ,055
0

r55
67
35

I

$ I ,056
0

155
67
35
I

$1,315

(4e6)

-==113:ll1

$1,315

(4e6)

-==113:311

,^r 
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AGE

<25
25-29

30-34
35-39

40-44
45-49

50-54
55- 59

60-64
55+

TOTAL

AGE

<25
?5-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

ALL

TABLE 3
LEGISLATORS RETIREI,IENT PLAN

ACTIYE llEl'IBERS AS 0F arUilE 30, 1989

ll
3

l2
28

37
32

32
29

l9
8

201

AVERAGE AN}IUAL EARilINGS

3
7

3

4
I

4
6

5
7

5
I

28

I

4
7

6
7

4
I

30

I

4
t?

l4
l0

l3
9

6
3

72

2

5
8

t2
9

4
5

4
2

52

I

Il8

25, 138
25, l3g 25,138

25,138 25,138 25,138
25,138 25,138 25,138

25,138 25, I38 25,138
25,138 25,138

25,138 25,138 25,138
25,138 25,138 25,138

25,138 25,138
25,138 25,138

25,138 25,138 25,138

25,138

25,138 25,138
25,138 25,138

25,138 25,138
25,138 25,138

25,138 25, l3g
25,138 25,138

25,138 25,138

25, 138

0 25, l3g

25, 138
25, 138

25,138
25, 138

25, 138
25, 138

25, 138
25, 138

25, 138
25, 138

25,138

<l

452

t-4
1 ,307

E9

1,811

l0-14

754

- l5-

20-24

0704

3o+

025

TOTAL

5,053

0



TABLE 4
LEGISLATORS RETIREIIEilT PLAN

SERVICE RETIREIiEI{TS AS OF 
"Ut{E 

30, 1989

YEARS RETIRED
AGE

<50
50- 54

55-59
60-64

65-69
70-74

75-79
80-84

85+

TOTAL

<l t-4 u l0-14 l5- 19 20-24 & TOTAL

0
0

0
27

39
26

t7
I
8

t25

22

8
2

I

3t
t2 12

I ll
tl

3? 2446

5
5

5

l5

I

3

4

AYERAGE A}II{UAL A}ITIUITY

YEARS RETIRED
&E

<50
50-54

55-59
60,64

55-69
70-74

75-79
80-84

85+

ALL

u<I u 10-14 rs-rg 20-24 ?tu

6,284
8,246

8,985

7,839

4,289

4,840

4,703

20-24

l9

ATT

0
0

0
6,707

8,832
ll,l35

7 ,739
9,687

7,431

8,569

TOTAL

1 ,084

5,329

<t

2t

5, 759

8,786
l3,852

11,077

8,844
l4 , 158

14,494
l4,885

u
484

7,657

7,785
17,091

t0- t4

195

-16-

5,329 7 ,710 l0, 533 g, l0g

,,, @a// coMPANY
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TABLE 6
LEGISLATORS RETIREIIEilT PLAII

suRvIYoRs As 0F iruilE 30, 1989

&E

<50
50-54

55-59
60-64

65-59
70-7 4

75-79
80-84

85+

TOTAL

&E

<50
50- 54

55-59
60-54

65-69
70-7 4

75-79
80-84

85+

ALL

3
0

2
3

6
7

I
7

0

36

AVERAGE AI{}IUAL BEilEFIT

I
3

3
5

3
3

I
2

2

l9

17 ,375

2,347
3,685

2,837
5, 745

2,171 2,791
2,348 2 ,860

0 5,380

I,789 4,069
3, l5l

6,104 5,403
3,480

?,232

7,585
0

2,290
3,685

2,693
5,007

4, 195
2,945

0

0 3,994

SINCE DEATH

2,725

2,260 4,472 3,249 {,430 2,725 2,232

TOTAL IilTUATIEIIEFIT (IN THOUSA}IDS) BY YEARS

<I

5

.Lll

84

EJ
23

20-24

2

l0-t4 15-19

273
?E TOTAL

0 144

-t7 -
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LEGISLATORS RETIRE}IENT PLAi{

RECONCILIATIOT{ OF }IE}IBERS

TABLE 7

TERI,IINATED

ACTIVES

201

l8

DEFERRED
RETIREIIEilT

OTHER
}ION.VESTED

17

3

A.

B.

c.

A.

B.

c.

D.

E.

0n June 30, 1988

Addi ti ons

Del eti ons:
I . Serv i ce Ret'i rement
2. D'i sabi f ity
3. Death
4. Terminated-Deferred
5. Terminated-Refund
5. Terminated-Other Non-vested
7. Returned as Active

Data Adjustments

Vested
Non-Vested

E. Total on June 30, 1989

0n June 30, 1988

Additions

Del eti ons:
l. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

Data Adjustments

Total on June 30, 1989

(l)
0

(2)
(8)
(3)
(3)

97

8

(4)

0

(2)

(s)

I

RECIPIEIITS

0

(3)

(1)

0(l)

99
102

20t 95

R,ETIR.EIIEI{T
A}IilUITANTS

125

5

DISABLED

NA

SURVIYORS

44

3

(s)
0
0

0

t25

(3)
0

(8)

36

-18-

,,,'Wo// .oMPANY

NA

)



A.

B.

LEGISLATORS RETIRE}IEI{T PLAT{

ACTUARIAL BALAT{CE SHEET
(DoLLARS It{ THoUSAIIDS)

iruLY I, 1989

CURRENT ASSETS (TABLE I, F5)

EXPECTED FUTURE ASSETS
l. Present Val ue of Expected Future Statutory

Suppl emental Contributions
2. Present Value of Future Norma'l Costs

3. Total Expected Future Assets

TOTAL CURRENT AND EXPECTED FUTURE ASSETS

Non -Vested

1 ,634
0

471
44

0

Vested

$ lo,8o8
0

1,602

4,27 4

78

7,931
0
0
4

152

TABLE 8

$12,317

9,855

$ 10, 540

20,395

=====!1?:!!=!

Total

$10,808
0

I ,602

4,27 4

78

9,555
0

47t
48

t52

c.

D. CURRENT BENEFIT OBLIGATIONS
l. Benefit Recipients

a. Retirement Annuities
b. Disability Benefits
c. Surviving Spouse and

Child Benefits

2. Deferred Retirements with
Future Augmentation

3. Former Members without Vested Rights

4. Active l4embers
a. Retirement Annuities
b. Disability Benefits
c. Survivors' Benefits
d. Deferred Retirements
e. Refund Liability Due to

Death or I'lithdrawal

5. Total Current Benefit Obligations

E. EXPECTED FUTURE BENEFIT OBLIGATIONS

$2, 149 $24,849 $25,998

G.

H.

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

CURRENT UNFUNDED ACTUARIAL LIABILITY (D5-A)

CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F.C)

- 19-

$ I 2,363

=====113:M

$ 14, 681

$5,549

,^. @a// .oMPANY



LEGISLATORS RETIREIIET{T PLAI{

DETERI'IINATIOil OF UNFUIIDED ACTUARIAL ACCRUED LIABILITY (UAAL)
A]ID SUPPLEI.IEITAL COI{TRIBIITION RATE

(DoLLARS I1{ TlloUS$lDS)

JULY I, 1989

ACTUARIAL
PRESENT VALUE
OF PROJECTED

BENEF ITS
(l)

ACCRUED

$21,217
0

1,002
82

or 298

ACTUARIAL
PRESENT VALUE

OF FUTURE
NORMAL COSTS

(2)

$9,440
0

562
77

461

TABLE 9

ACTUARIAL
ACCRUED
L IABI L ITY

(3)=(l)-(2)
DETERMINATION OF ACTUARIAL
LIABILITY (ML)
l. Active Members

a. Retirement Annuities
b. Disability Benefits
c. Survivors Benefits
d. Deferred Retirements
e. Refunds Due to Death

}li thdrawal

f. Total

Deferred Retirements with
Future Augmentation

Former l,lembers Ui thout
Vested R'ights

4. Annuitants in

5. Recipients Not

5. Total

DETERMINATION OF

r. ML (A6)

2. Current Assets

3. UML (Bl-82)

-====113:M =====119:!13

UNFUNDED ACTUARIAL ACCRUED LIABILITY (UML)

(Table I,F5)

$11,777
0

440
5

(163)

$?2,599 $lo,54o $12,059

2.

3.

]'IPRI F

i n t'lPRI F

{4,27 4

78

8,767

3,643

$4,274

78

8,767

3,643

DETERI.IINATION OF SUPPLEI'IENTAL CONTRIBUTION RATE
l. Present Ualue of Future Payrolls through the

Amortization Date of July l, 2020

2. Supplemental Contribution Rate (B3lCl)

=====13!:331

$28,82 I

12,317

--===113r!31

$ I 28,323

-20-
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c.

D.

LEGI SLATORS RETIREI.IE}IT PLAI{

CHAilGES IlI UTIFU}IDED ACTUARIAL ACCRUED LIABILITY (UML)
(DoLLARS IN THoUSAI{DS)

YEAR EilDIilG irullE 30, 1989

A. UML AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIRET,IENTS AND

CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl, and 82

4. Total (Bl+82+B3)

EXPECTED UML AT END 0F YEAR (A+B4)

TNCREASE (DECREASE) DUE T0 ACTUARIAL LoSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROI.I EXPECTED

l. Sal ary Increases
2. Investment Return
3. I|PRIF l.lortality
4. I'lortal ity of Other Benefit Recipients
5. Other ltems

5. Total

UML AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CHANGES IN ACTUARIAL ASSUMPTIONS (C+D7)

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO

PLAN AMENDT"IENTS

CHANGE IN ACTUARIAL
CHANGES IN ACTUARIAL

ACCRUED LIABILITY DUE TO

ASSUI.IPTIONS

(E+F+G)

TABLE IO

$13,025

$894
(1,291)
I ,026

$629

$13,654

$0
297

72
56

224

$549

$ 14,303

$2,731

($s3o)

$16,504

-2t-

,,.'Wo// coMPANY

H. UML AT END OF YEAR

)

G.



A. STATUTORY CONTRIBUTIONS - CHAPTER 3A

Empl oyee Contri butions

Empl oyer Contri butions

TotaI

REQUIRED CoNTRIBUTIoNS - CHAPTER 356

l. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or

lli thdrawal

f. Total

Suppl ementa'l Contri but i on
Amortjzation by July l, 2020
of UML of $16,504

A1lowance for Expenses

Total

C0NTRIBUTToN SUFFICIENCY (DEFICIENCY)
(A3-84)

Note: Projected Annual Payro'll for Fi sca'l
on JuIy l, 1989 is $5,179 in salaries and

LEGISLATORS RETIREIIEilT PLAN

DETERI'IIilATION OF COITRIBI'TIOil SUFFICIEilCY
(DoLLARS Iil THoUSAi{DS)

i,uLY I, 1989

%oF
PAYROLL

9.00%

t7.34%

26.34%

t6.04%
0.00%
0.80%
0.20%
0.87%

17.9t%

t2.86%

0.757,,

31.52%

$1,095

$786

$1,927

-s.rg% ($3121

Year Beginning
$935 in per diem payments.

TABLE II

$
AI'IOUNT

$s50

1 ,060

======11:313

B.

l.
2.

3.

3.

4.

$e8l
0

49
t2
53

2.

$46

c.

-22-

,r. @a// coMPANY



)

TRANSFERS
TO

}IPRI F

OTHER
DISBURSEI-IENTS

$179
307
231
3t2
289

347
340
380
377
409

413
440
451
473
483

-23-

INVESTMENT
RETURN

TABLE 12

NON-MPRI F

ASSETS
YEAR END

$3,550

4,981
3,777
4,047
4, 551
4,358

4,400
5,297
5,633
6, 523
6, 903

6,909
6,927
7,633
9,468

l0,908

ll,02l
l l ,45l
l l,0l5
9, 199
g,7gg

l3 , 231
14, 169
l2,ll9
1 4 ,893
1 2 ,851

1 5,658
14, 148
l3,016
14,213
1 5, 781

17,700

LEGISLATORS RETIRE}IEI{T PLAN

PROJECTED CASH FLOI{
(D0LLARS ril THoUSAI{DS)

FISCAL STATUTORY
YEAR CONTRIBUTIONS

1989

1990
l99l
t992
1993
1994

1995
1995
1997
1998
1999

2000
2001
?002
2003
2004

2005
2005
2007
2008
2009

2010
201 I
2012
2013
2014

2015
20t6
20t7
2018
2019

2020

$l,5lo
1 ,953
1 ,559
I ,812
1,902

I ,9662,lll
2,453
2,584
2,735

?,918
3,230
3,447
3,912
4,770

5, 130
4,950
5,229
5,756
5,392

6,161
6,740
7,392
7,383
7,942

7,578
8,122
8,133
7,931
8,351

8,774

$100
2,760
I,159

996
I,806

1,577
874

11737
1 ,318
I ,945

2,500
2,772
2,291
I ,604
2,847

4,514
4,012
5, 136
7,045
4,240

2,175
5,229
8,870
4,015
9,399

4,166
9,053
8,611
6,142
6,105

6,225

$0
0
0
0
0

503
508
527
528
552

553
574
571
594
575

615
579
654
593
678

630

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

.,r. 
@a// coMPANY
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LEGISLATORS RETIREI'IEIT PLAN

SUI'll,lARY 0F ACTUARIAL ASSUI'|PTI0ilS AND IiETHODS

TABLE 13

over age 62, one year from the valuation

Interest:

Salary Increases:

Morta'l i ty:

Retirement Age:

Separati on:

Disability:

Expenses:

Age 62, or lf
date.

Rates based on

Year
I
2
3
4
5
6
7
I

of service:

Senate
0%

0
0

25
0
0
0

l0

Pre - Ret i rement :
Effective July l, 1989: 8.5% per annum
Prior to July I, 1989: 8.0% per annum

Post-Retirement: 5% per annum

Reported salary at valuation date exc'luding per d'iem
payments increased 2.5% to current fiscal year and
6.5% annually for each future year. Per diem payments
were assumed to remain constant each year in the
future.

Pre - Ret i rement :

Male - 1971 Group Annuity Mortality Table
Female - l97l Group Annu'ity I'lortality Tab'le

male rates set back 8 years

Post - Ret i rement :
l,lal e - Same as above
Female - Same as above

Post-Disabil ity:
l.lal e - NA

Female - NA

Y€irs ,

House
0%

30
0

20
0

l0
0
5

None

Prior year expenses expressed as percentage of prior
year payroll. (0.75% of payroll )

-24-
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Return of
Contri but i ons :

Family Composition:

Social Security:

Benefit Increases
After Retirement:

Spec'i al Cons'ideration :

Actuarial Cost Method:

Asset Val uation l.lethod:

Payment on the
Unfunded Actuari al
Accrued Li ab'il i ty:

ProJected Cash Flow
l.lethod:

TABLE 13
(cont)

All employees withdrawing after becoming eligible for
a deferred benefit were assumed to take the larger of
their contributions accumulated with interest or the
value of their defered benefit.

85% of ilembers are married. Female is three years
younger than male. Each l*lember may have up to two
dependent children depending on l*lember's age.

NA

Payment of earnings on retired reserves in excess of
5% accounted for by 5% post-retirement assumptions.

Per diem payments for regular and special sessions
were inc'luded in salary. The annual amount of per
diem that is recognized in this valuation is $4,550
per member. This is based on $48 per day times an
average session of 95 days.

Entry Age Normal Actuaria'l Cost Method based on
earnings and the date the employee entered the plan
is applied to all plan benefits. Under this method
Actuarial Gains(Losses) reduce(increase) the Unfunded
Actuarial Accrued Liabil ity.
Cost Value plus one-third Unrealized Gains or Losses.

A I evel percentage of payrol I each year to the
statutory amortization date assuming payroll increases
5.5% per annum.

Cash flows for the non-ilPRIF portlon of the Plan were
projected based on the current plan benefits,
participant data, and actuarial assumptions. In
addition new entrants were assumed so that the total
payroll excluding the per diem payments would increase
by 5.5% per annum. The per diem payments were assumed
to remain constant each year in the future.

-25-
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El'igibif ity

Contri but'ions
Member

Empl oyer

Servi ce

Early Retirement Benefit
Eligibility

Amount

Sa1 ary

Average SaI ary

RETIREI'IENT
Normal Retirement Benefit

Eligibility Age 52 and either 5 full years of Service or Service
during all or part of 4 regular legis'lative sessions.
For eligibility purposes, Service does not include
credit for time not served when a l,lember does not serve
a full term of office.

Amount A percentage of Average SaIary for each year of service
as fol I ows:

Prior to l/l/79 - 5% for the first 8 years
- 2.5% for subsequent years

After 12/31/78 - 2.57,

TABLE 14
LEGISLATORS RETIREIIEI{T PLAII

SUIIIIARY OF PLAII PROVISIO}IS

l,lembers of the State Legislature. A l'lember of PEM
who is elected to the Legislature may elect to remain
a l,lember of PERA and receive credit under PERA for
service as a legislator.

9% of Salary. (Amended 1989)

No statutory contributions.

Granted for the full term un]ess termination occurs
before the end of the term. Service during a1l or
part of 4 regular legislative sessions is deemed to
be 8 years of Service. (Amended 1989)

Compensation received for service as a I'lember of the
Iegislature. Salary inc'ludes the monthly compensation
paid to a legislator and the per diem payments pa'id
during a regular or specia'l session. Salary does not
include additiona'l compensation attributable to a
'leadership position. (Amended 1989)

Average of the 5 highest successive years of Salary.

and elther 6 full years of Service or Service
aIl or part of 4 regular legislative sessions.

l{ormal Retlrement Benefit based on Service and Average
Salary at retirement date assuming augmentation to
age 62 at 3% per year and actuarial reduction for each
month the l,lember is under age 62. (Amended 1989)

Paid as a joint and survivor annuity to Hember, spouse,
and dependent children.

Age 60
duri ng

-26-
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Benefit Increases

DISABILITY

DEATH BET{EFITS
Surviving Spouse Benefit

E'ligibil ity

Amount

Survi v'ing Dependent
Children's Benefit

Eligibility
Amount

Benefit Increases

Refund of Contributions
El ig'ibil ity

Amount

TERI,IINATION
Refund of Contributions

Eligibility
Amount

Defemed Annuity
Eligibility

TABLE 14
(cont)

Benefits may be increased each January I depend'ing on
the investment performance of the l-linnesota Post
Retirement Investment Fund (l,lPRIF).

None.

Death while active, or after termination if Service
requirements for a Normal Retirement Benefit are met
but payments have not begun.

Survivor's payment of 50% of the retirement benefit
of the l.tember assuming the Member had attained normal
retirement age and had a minimum of 8 years of Service.
Benefit is pa'id for life or until remarriage. A former
l.lember's benefit is augmented as a Deferred Annu'ity to
date of death before determining the portion payable to
the spouse.

Same as spouse's benefit.

Benefit for first child is 25% of the retirement
benefit (computed as for surviving spouse) with 12.5%
for each additional child. ilaximum payable (includ'ing
spouse) is 100% of the retirement benefjt. Benefits
cease when a child marries or attains age 18 (22 if a
full time student).

AdJusted by ltlSRS to provide same increase as i{PRIF.

l'lember dies before receiving any retirement benefits
and survivor benefits are not payab'le.

ilember's contributions without interest.

Termination of Service.

lilember's contributions with 5% interest. A deferred
annuity may be elected in lieu of a refund.

Same Service requirement as for Normal Retirement.

-27 -
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)
Amount

TABLE 14
(cont)

Benefit computed under law in effect at termination
and increased by the followjng annual percentage:
0% before 7/l/73, 5% from 7/l/73 to l/l/81, and 3%

thereafter until January I of the year of attainment
of age 55 and 5% thereafter until the annuity begins.
Amount is payable as a normal or early retirement.
(Amended 1989)

-?8-
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Consulting Actuary Actuary

f ecruenrol sERVTcES
COMPENSATION PROGRAMS
ADM INISTRATIVE SYSTEMS

I NTERNATIONAL S ERVICES
ORGANIZATION SURVEYS

EMPLOYEE BENEFITS
EM PLOYE E COf,l N4tJNICATIONS

RISK MANAGEMENT
INSURANCE CONSULTING

HEALTH CARE CONSULTING

December 22, 1989

Legislative Comm'ission on
Pensions and Retirement
55 State Office Building
St. Paul , M'innesota 55155

RE: ELECTIVE STATE OFFICERS RETIREI'IENT PLAN

Commission Members:

We have prepared an actuarial valuation of the Plan as of July 1, 1989 based on

membership and financial data supplied by the Plan.

t,le cert'ify that to the best of our knowledge and belief this actuarial valuation
\ was perfolmed in accordance with the requiiements of Section 355.215, Minnesota
/ Statirtes, and the requirements of the Standards for Actuarial Work, adopted by

the Commission on September 20, 1989.

Respectful 1y subm'itted,

THE WYATT COMPANY

Pr@-L!..$- M,h%
Robert E . Perki ns , FSA l,li chael C . Gunval son, FSA

OFFICES IN PRINCIPAL CITIES AROUND THE WORLD
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ELECTIVE STATE OFFICERS RETIRE',IENT PLAT{

REPORT IIIGHLIGHTS
(DoLLARS rN THoUSAI{DS)

07 /or/88
VALUATION

07 /0t/8s
VALUATION

A. CoNTRTBUTToNS (TABLE ll)
l. Statutory Contribut'ions - Chapter 352C

% of Payrol I

2. Required Contributions - Chapter 356
% of Payrol 1

3. Sufficiency (Deficiency) (Al-A2)

FUNDING RATIOS
l. Accrued Benefit Funding Ratio

a. Current Assets (Table l)
b. Current Benefit Obligations (Table 8)
c. Funding Rat'io (a/b)

2. Accrued Liability Funding Ratio
a. Cument Assets (Tab'le I)
b. Actuarjal Accrued Liability (Table 9)
c. Funding Ratio (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit

Obl igations
c. Funding Rat'io (a/b)

PLAN PARTICIPANTS
l. Active l.lembers

a. Number (Table 3)
b. Projected Annual Earnings
c. Average Annual Earnings (Actual $)
d. Average Age
e. Average Service

2. Others
a. Service Retirements (Table 4)
b. Disabjlity Retirements (Table 5)
c. Survivors (Table 6)
d. Deferred Retirements (Table 7)
e. Terminated 0ther Non-vested (Table 7)
f. Total

B.

34.91% *

39.43%

-4.52% "

35.35%

33.75%

1.60%

$315
$1,938

t6.?5%

$3l s
$2, 101

t4.99%

$2,577
$2,430

106.05%

$281
$l,757

t5.99%

$281
$1,929

t4.57%

$2, oo4
$2,31 1

86.72%

c.

6
$386

$64,399
50. t
8.2

6
$406

$67,618
sl.l
9.2

3
NA

5
5
0

l4

3
NA

5
5
I

t4

* Restated to recognize employer statutory

-1-

,,, @a// coMPANY

contri buti ons .



ELECTIVE STATE OFFICERS RETIREI.IEIIT PLAil

COII}IENTARY

Puroose

The purpose of this valuation is to determine the financial status of the Plan.

In order to achieve this purpose, an actuarial valuation is made at the

beginning of each fiscal year as required by Section 355.215 of Minnesota

Statutes.

Report Hlqhl lqhts

The statutory contributions, representing member contributions and an estimate

of employer contributions, for the E'lective State Officers Retirement Plan are

35.35%. Thus, the statutory contributions exceed the required contribution

Ievel of 33.75%by 1.607,. This is the first year that employer contributions

have been recognized and the final section of this commentary describes the

process.

The financ'ial status of the Plan can be measured by three different funding

rati os .

The Accrued Benefit Funding Ratio is a measure of cument fund'ing

status, and when viewed over a period of years, presents a view of the

funding progress. This ratio is based on Statement No. 5 of the

Governmenta'l Accounting Standards Board. This year's ratio 'is 16.25%.

The corresponding ratio for the prior year was 15.99%.

The Accrued Liabi'lity Funding Ratio is also a measure of funding status

-2-
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and funding progress. It is based on the actuarial cost method that

has hjstorically been used by the State. For 1989 the ratio is 14.99%,

which is an increase from the 1988 value of 14.57%.

The Projected Benefit Funding Ratio is a measure of the adequacy or

deficiency in the contribution level. This year's ratio of 105.05%

verifies that the current statutory contributions are suffjcient.

Since the State will make only the necessary contributions to pay

benefits as they come due, this Funding Ratio may be considered to be

100% over the lifetime of the Plan.

Asset Informatlon (Tables I and 2)

Minnesota Statutes require that the asset va'lue used for actuarial purposes

recognize on'ly a third of the unrealized gains and losses. This requirement

exists because market values (which include all unrealized gains and losses) are

typically volati'le and can produce erratic changes in the contribut'ion

requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table I on lines Fl

to F5. It combines the cost value of the Assets Ava'ilable for Benefits and

one-third of the difference between the market value and cost value of those

assets.

The term "Actuaria'l Value of Assets' is used to indicate that the value was

determ'ined for use in this actuarial valuation. Since l.linnesota Statutes refer

to this value as "Current Assets", the latter phrase will be used jn the

remainder of this report.

-3-
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The term MPRIF appears on some of the tab'les with a corresponding value of zero.

HPRIF stands for l.linnesota Post Retirement Investment Fund, which'is used by

many of the public funds. For purposes of consistency al'l of the actuarial

reports follow the same format.

ilembership Data (Tables 3. 4. 6 and 7)

Tables 3 through 6 sumnarize statistical lnformation about members by category.

Active members are grouped by age and completed years of service in Table 3.

The earnings shown for these members are for the prior fiscal year.

The service retirements in Table 4 include not

status but a]so members with deferred benefits

and started receiving benefits. The survivors

spouses and ch'ildren of deceased members.

only those retiring from active

who have attained ret'irement age

category (Table 5) includes

The reconciliation of members in Table 7 provides a method for tracking what

happened to members during the past year.

Actuarial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for eva'luating current and future

levels of funding.

Current funding levels are evaluated by comparing Current Assets on line A

Current Benefit Obligations on line 05. Current and future funding levels

evaluated by comparing the Total Current and Expected Future Assets on ljne

the Total current and Expected Future Benefit Obligations on Iine F.

-4-
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The Current Benefit Obligation used to measure current funding levels is

calculated in accordance with Statement No. 5 of the Governmental Accounting

Standards Board (GASB). Those requirements are:

For active members - salary and service are projected to retirement to

determine benefits for each member and the ratio of cred'ited service to

total service establishes the portion of the proJected benefjt to be

used in calculating the current funding leve1.

For non-active members - the discounted value of benefits, includ'ing

augmentation in cases where benefits have not commenced.

GASB Disclosure

The Current Benefit Obligation amounts in Table 8 are required to be djsclosed

by Statement No. 5 of the Governmental Accounting Standards Board (GASB).

However, Statement No. 5 uses the terms "Actuarial Present Value of Credjted

Proiected Benefits" and "Pension Benefit Obligation" rather than "Current

Benefit Obl igation".

The July l, 1989 Pension Benefit Obligation reported in Table 8 is reformatted

for GASB reporting purposes in the table on the following page. This table

shows the impact of the changes in actuarial assumptions. See page 9 for an

explanation of the changes ln actuarlal assumptions.

-5-
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Reti rees and benef i c'iari es currently
receiving benefits and terminated
employees not yet receiving benefits

Cument Employees -
Accumulated emp'loyee contrlbutions
including allocated lnvestment income
Empl oyer-fi nanced vested
Empl oyer-f i nanced nonvested

Total Pension Benefit Obligation

* Estimated

0Id Assumptions

$1,073,000

New Assumotions

$1,067,000

291 ,000
486, ooo
115,000

291 ,000
472,000
1 08, 000

$1,965,000 $1,938,000

Actuarial Cost ilethod (TabIe 9)

The approach used by the State of Minnesota to determjne contribut'ion

suffjc'iency is the Entry Age Normal Actuarial Cost Method. The primary

characterist'ic of this method is that it allocates costs as a level percentage

of payrol 1 .

A comparison of this actuarial method (Table 9) to the actuarial balance sheet

(Tab1e 8) i'l 'lustrates the two techni ques for aI I ocati ng I i abi I i ti es of acti ve

members to past and future. As noted in the prior section, the balance sheet

allocates benefits and the corresponding liabilities, on the basis of service.

The method used in Table 9 allocates liabilities so that the cost each year will

be a constant percentage of payroll. Both approaches, however, calculate the

value of all future benefits the same way (see line F of Table 8 and line A5,

column l, of Table 9).

An Unfunded Actuarial Accrued Llability is computed under the Entry Age Normal

Actuarial Cost Method by comparing the liabilities allocated to past service

(Actuarial Accrued Liability) to the Current Assets. This amount, line 83, is

funded over the remaining years to the amortization date by a series of payments

-6-
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that remain a constant percentage of payroll each year.

The payments will increase 6.5% each year because that is the assumed rate of

increase in payro11. A'lthough the payment schedule wil'l be adequate to amortjze

the exjsting unfunded, the lower payments in the earlier years will not be

sufficjent to cover the interest on the unfunded liability. After a few years

the annual payment will cover the lnterest and also repay a portion of the

unfunded.

Sources of Actuarial Gains and Losses (TabIe l0)

The assumpt'ions used in making the calculations using the Entry Age Normal

Actuarial Cost Method are based on long-term expectations. Each year the actual

experience wjll deviate from the Iong-term expectation. The maior sources of

gain and loss, wh'ich have been ident'ified, are:

gain or loss from salaries because the average increase was equal

the expected increase.

A loss from Current Assets because no interest or investment return

is credited.

A loss of $35,000 (reported on line D5) due to a data change in a

terminated participant's record.

Contribution Sufficlencv (TabIe ll)
Th'is report answers the question of "How adequate are the Statutory

oNo
to

-7-
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Contributions?" by comparing

Contri but i on s .

the Statutory Contributions to the Requ'ired

The Required Contributions, set forth in Chapter 356, consist of:

Normal Costs based on the Entry Age Normal Actuari al Cost Method

A Supplemental Contribution

Accrued Li abi I i ty

for amortizing any Unfunded Actuarial

An Allowance for Expenses

Table ll shows the Plan has a contribution sufficiency slnce the Statutory

Contribution Rate is 35.35% compared to the Required Contribution Rate of

33.75%.

Projected Cash Flow (Table l2'l

Table 12 illustrates the anticipated cash flov{ over the amortization period.

The cash flow begins with the Current Assets. Contributions are then added

based on the present statutory rate for employees and our estjmate of the

employer contributions. As members become eligib'le for payments, disbursements

are made from the Plan.

This projected cash flow assumes that future payrolls increase by 6.5%. This is

the only table in the report where new members are assumed to be hjred in order

to replace those who terminate from the active group. This open group method

provides a more realistic picture of future cash flow. The interest return is

-8-
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$0 because member contributions are retained in the State general fund and

amounts contributed by the State are paid out in the form of benefits.

Changes in Actuarial Assumotions

The pre-retirement interest rate assumption has been increased from 8.0% lo

8.5%. AIso, the amortization target date has been changed to July 1,2020.

Impact Due To Changes In
Actuari al Assumot'i ons

Amorti zati on
Date

Chanqe

$0

0

0.00%
(7.95%)
(7.e5%)

Actuari al Accrued Li abi I i ty
Pension Benefit Obl igation

for GASB No. 5

Normal Cost
Suppl emental Contri bution
Required Contribution

Interest Rate
Chanqe

($29, ooo)

(27,000)

(.74%)
.79v,
.04%

Chanoes ln PIan Provlslons

This valuation does not reflect any changes in plan provisions since the prior

val uat i on .

Recoonition of Emplover Contributions

Each year the State pays the amounts required to make benefit payments during

the year. (No benefits are paid from l.lPRIF.) Since these contribution amounts

can vary considerably from year to year, they have not been included in prior

actuarial reports for measuring contribution sufficiency. As a result, large

contribution deficiencies have been reported.

This report recognizes employer contributions for the first time and, as a

-9-
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result, a contribution sufficiency is reported. Employer contributions have

been estimated based on the projected cash flows found in Table 12, One hundred

percent of the other di sbursements for next year are assumed to represent

employer contribut'ions needed to make benefit payments and cover expenses. No

refunds are assumed for fisca'l year 1990.

The argument can be made that there should be no contribution sufficiency or

deficiency because the State will pay whatever is required to provide benefits.

However, the pay-as-you-go method of payment is not one of the acceptable

actuarial methods and does not provide for advance fund'ing. Therefore, this

report continues the tradition of measuring statutory contributions (now

increased to acknow'ledge the emp'loyer portion) against an acceptable actuarial

calculat'ion (the entry age normal method) as the standard benchmark used by a'll

major funds in the State of Minnesota for purposes of evaluating contribution

suff j c'iency (def i ci ency) .

- 10-
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ELECTIYE STATE OFFICERS RETIREI{E}IT

ACCOUNTIilG BALA}ICE SHEET
(DoLLARS rN THoUSAilDS)

llIARKET VALUE

$0

0
0
0
0

316

TABLE I

COST VALUE

$0

0
0
0
0

316

PLAN

July 1, 1989

A. ASSETS
1. Cash, Equivalents, Short-Term Securities
2. Investments

a. Fixed Income
b. Equity
c. Real Estate

3 . Equi ty i n M'innesota Post-Reti rement
Investment Fund (1''IPRI F)

4. Other

B. TOTAL ASSETS

AMOUNTS CURRENTLY PAYABLE

ASSETS AVAILABLE FOR BENEFITS
l. Member Reserves
2. State Reserves
3. l,lPRIF Reserves
4. Non-MPRIF Reserves

5. Total Assets Available for Benefits

E. TOTAL AMOUNTS CURRENTLY PAYABLE AND
ASSETS AVAILABLE FOR BENEFITS

========::1:

$l

========::1:

$lc.

D.
$313
(708)

0
710

$3 l3
( 708)

0
710

$3l s

$316

$3l s

$316

F. DETER}.IINATION OF ACTUARIAL VALUE OF ASSETS

l. Cost Va'lue of Assets Available for
Benefits (D5)

2. l4arket Value (D5)
3. Cost Value (05)

4. l,larket Over Cost (F2-F3)
5. l/3 of ilarket 0ver Cost(F4)/3

5. Actuari a'l Val ue of Assets (Fl+F5)
(Same as "Current Assets")

-lt-

$3l s
315

$3l s

$3l s

$0

,..CWr// coMPANY



)

ELECTIVE STATE OFFICERS RETIREIIENT PLAII

CH'IIIGES Iil ASSETS AYAILABLE FOR BEIIEFITS
(DoLLARS ril T|{oUSA}|DS)

YEAR EilDIT{G 
'IUIIE 

30, 1989

TABLE 2

COST VALUE

$281

B.

A. ASSETS AVAILABLE AT BEGINNING OF PERIOD

OPEMTING REVENUES
l. Member Contributions
2. Employer Contributions
3. Investment Income
4. i4PRIF Income
5. Net Realized Gain (Loss)
5. Other
7. Net Change in Unreallzed Gatn (Loss)

8. Total Revenue

C. OPEMTING EXPENSES
l. Service Retirements
2. Disabil ity Benefits
3. Survivor Benefits
4. Refunds
5. Expenses
5. Other

7. Total Disbursements

D. OTHER CHANGES IN RESERVES

E. ASSETS AVAILABLE AT END OF PERIOD

-t2-

I,IARKET VALUE

$281

$3s
t4l

0
0
0
0
0

$3s
l4l

0
0
0
0
0

$176 $ 176

$se
0

46
0
I

9

$105

$se
0

46
0
I

9

$ 105

(36)

$31 s

(35 )

$3l s
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TABLE 3
ELECTIVE STATE OFFICERS RETIREI'IET{T PLAN

ACTIVE IIEI.IBERS AS OF i'UNE 30' 1989

AGE

<25
?5-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

TOTAL

AGE

<25
?5-29

30-34
35-39

40-44
45-49

50-54
55-59

60-64
65+

ALL

AYERAGE AIINUAL EARIIIT{GS

0
0

0
0

I
2

2

0

I
0

006

0
0

0
0

54,821
64,859

57,310
0

99,655
0

0 65,469

54 ,92 I
51,959 77,858

57 ,3 l0

99,655

o 51,859 66,340 71,425 0 0 0

PRIOR FISCAL YEAR EARTII}IGS (I}I THOUSATIDS) BY YEARS OF SERVICE

<f 1-l 5:9 t0-14 ls-le 20-24 25'29 30+ T0TAL

0 5? 133 214 0

-13-
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&E

<50
50-54

55-59
60-54

55-69
70-74

75-79
80-84

85+

TOTAL

TABLE 4
ELECTIVE STATE OFFICERS RETIREIIE}IT PLAN

SER,VICE RETIREI'IET{TS AS OF JU}IE 30, 1989

AYERAGE AI{ilUAL AI{ilUITY

YEARS RETIRED&
<50

50-54

55-59
60-64

65-69
70-74

75-79
80-84

85+

ALL

<t 54 l0- 14 rs- 19 20-24 &.

I 6, 440

2?,070

att
0
0

0
0

0
l6,440

?2,070
0

0

0 16,440 22,070 0 0 0 20,193

ToTAL AilIUAL A]tilUITy (Iil THoUSANDS) 8y YEARS 0F RETIREI'|ENT
<t r E9 10-14 ls-le 20-24 &. ToTAL

0t7440

- 14-
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TABLE 6
ELECTIYE STATE OFFICERS RETIREIIENT PLAN

suRvIYoRs As 0F ilullE 30, 1989

YEARS SI}ICE DEATH

AgE

<50
50- 54

55- 59
60-54

55-69
70-74

75-79
80-84

85+

TOTAL

<r u

AYERAGE A}I}IUAL BET{EFIT

YEARS SIIICE DEATI{

25+ TOTAL

0
0

0
0

0
I

I
0

3

50

AGE

<50
50- 54

55- 59
60-64

65-69
70-74

75-79
80-84

85+

ALL

l3,023

3,840

<I l-4 u 10-14 l5-r9 20-24 &

I I ,581

0 1l,5gl

7,427

7,427

ALL

0
0

0
0

0
13,023

3,840
0

l0, 196

9,4908,432

TOTAL A}INUAL BET{EFIT (III TI{OUSA}IDS) BY YEARS

0

SI}ICE DEATI{

<t

0

f:4 U
170

t0-14 15-19

023

- 15-

&. ToTAL

047
20-24

7
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ELECTIYE STATE OFFICERS RETIREI.IENT PLA}I

RECONCILIATIO]I OF IIE}IBERS

TABLE 7

TERI'IIT{ATED

A.

B.

c.

0n June 30, 1988

Addi ti ons

Del eti ons:
1. Service Retirement
2. Di sabi 1 i ty
3. Death
4. Termi nated-Deferred
5. Terminated-Refund
5. Terminated-Other Non-vested
7. Returned as Active

Data Adjustments

Vested
Non-Vested

Total on June 30, 1989

ACTIYES

6

0

DEFERRED
RETIREI,IENT

5

0

RECIPIET{TS

OTHER
NON-VESTED

I

0

0
0
0
0
0
0

0

0

0

0

(l)0

3
3

6

A. 0n June 30, 1988

B. Additions

C. Deletions:
1. Service Retirement
2. Death
3. Annuity Expired
4. Returned as Active

D. Data Adjustments

E. Tota'l on June 30, 1989

RETIR,EiIENT
Ailt{UITANTS

3

0

- l6-

DISABLED

NA

SURVIVORS

5

0

NA

0
0

0

5
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ELECTIVE STATE OFFICERS RETIREI{Ei{T

ACTUARIAL BALANCE SHEET
(DoLLARS Iil THoUSANDS)

JULY I, 1989

CURRENT ASSETS (TABLE 1, F6)

EXPECTED FUTURE ASSETS
l. Present Val ue of Expected Future Statutory

Supplemental Contributions
2. Present Value of Future Normal Costs

3. Total Expected Future Assets

C. TOTAL CURRENT AND EXPECTED FUTURE ASSETS

Non-Vested Vested

$408
0

302

357

0

7t4
0
0
0

49

TABLE 8

$3l s

I ,933

329

i2,262

======13:111

Total

$408
0

302

357

0

PLAN

A.

B.

D. CURRENT BENEFIT OBLIGATIONS
l. Benefit Recipients

a. Retirement Annuities
b. Di sabi'l i ty Benef i ts
c. Surviving Spouse and

Child Benefits

Deferred Retirements with
Future Augmentation

Former l,tlembers w'ithout Vested Rights

Active I'lembers
a. Ret'irement Annuities
b. Di sabi I i ty Benefi ts
c. Survlvors'Benefits
d. Deferred Retirements
e. Refund Liability Due to

Death or l{ithdrawal

5. Total Current Benefit Obligations

E. EXPECTED FUTURE BENEFIT OBLIGATIONS

2.

3.

4.
800

0
22

0

49

86
0

22
0

0

$108 $1,830

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS

CURRENT UNFUNDED ACTUARIAL LIABILITY (Ds.A)

CURRENT AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F-C)

-t7 -

$1,938

$492

$2,430

G.

H.

$1,623

($147)

,,,0)6r// coMPANY

)



ELECTIYE STATE OFFICERS RETIRE}IEII PLA,T{

DETERI,IIilATIOII OF UHFUNDED ACTUARIAL ACCRUED LIABILITY
AND SUPPLEI,IEITAL COilTRIBITTIOT{ RATE

(DoLLARS Iil THoUSAilDS)

irulY I, 1989

ACTUARIAL ACTUARIAL
PRESENT VALUE PRESENT VALUE
OF PROJECTED OF FUTURE

BENEFITS NORMAL COSTS
(2)

TABLE 9

(uML)

ACTUARIAL
ACCRUED

LIABI L ITY
(3)=(l)-(2)

A.
(1)

DETERMINATION OF ACTUARIAL ACCRUED

LIABILITY (ML)
l. Active Members

a. Retirement Annuities
b. Disability Benefits
c. Survivors Benefits
d. Deferred Retirements
e. Refunds Due to Death or

tli thdrawal

f. Total

Deferred Retirements with
Future Augmentation

Former Hembers }{ithout

$l ,264
0

35
0

64

i237
0

l5
0

76

$1 ,027
0

l9
0

(12)

$1 ,353 $32e $l ,034

2.

3.

$3s7

0

0

710

$3s7

0

0

710

Vested Rights

4. Annuitants in MPRIF

5. Rec'ip'ients Not in }IPRIF

6. Total

B. DETERMINATION OF UNFUNDED
r. ML (A6)

======13:113 ========::::

ACTUARIAL ACCRUED LIABILITY (UML)

2. Current Assets (Table l,F6)

3. UML (Bl-B2)

C. DETERI'IINATION OF SUPPLET.IENTAL CONTRIBUTION RATE

l. Present Value of Future Payrolls through the
Amortization Date of July l, 2020

2. Supplemental Contribution Rate (B3lCl)

- l8-

$2, lol

$2, lol

315

-===-=!11133

99,229

,,. A@a// coMPANY
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ELECTIYE STATE OFFICERS RETIRE}IENT PLAII

CHA}IGES I}I UiIFUilDED ACTUARIAL ACCRUED LIABILITY
(DoLLARS rlr THoUSAITDS)

YEAR ENDIIIG i'Ut{E 30, 1989

A. UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS AND
CURRENT RATE OF FUNDING

l. Normal Cost and Expenses
2. Contribution
3. Interest on A, Bl, and 82

4. Total (81+B2+B3)

C. EXPECTED UML AT END 0F YEAR (A+84)

INCREASE (DECREASE) DUE T0 ACTUARTAL LoSSES (cArNS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EXPECTED

l. SaIary Increases
2. Investment Return
3. l,lPRIF l,lortality
4. Mortal 'ity of Other Benef i t Reci pi ents
5. 0ther Items

5. Total

UML AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CHANGES IN ACTUARIAL ASSUIIPTI0NS (C+07)

CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
PLAN AHENDMENTS

G. CHANGE IN ACTUARIAL ACCRUED LIABILITY DUE TO
CHANGES IN ACTUARIAL ASSUMPTIONS

H. UML AT END 0F YEAR (E+F+G)

(uML)

TABLE IO

$1,548

$s9
(r76)

127

$10

$1,658

$ls7

$1,815

($2e1

E========1r13!

$0
24

0
6l
72

$0

- l9-
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ELECTIYE STATE OFFICERS RETIRE}IEI{T PLAT{

DETERI.I INATIOT'I OF GOT{TRI BI'T I ON SUFF I C I ENCY

(D0LLARS IN THoUSAi{DS)

iruLY I, 1989

%0F
PAYROLL

A. STATUTORY CONTRIBUTIONS - CHAPTER 352C

TABLE II

$
AMOUNT

l.
2.

3.

3.

4.

Empl oyee Contri butions

Empl oyer Contri butions

TotaI

REQUIRED CoNTRIBUTIoNS - CHAPTER 355

1. Normal Cost
a. Retirement Benefits
b. Disability Benefits
c. Survivors
d. Deferred Retirement Benefits
e. Refunds Due to Death or

t{i thdrawal

f. Total

Suppl ementa'l Contri buti on
Amortization by July l, 2020
of UML of $1,786

Allowance for Expenses

Tota'l

CONTRIBUTION SUFFICIENCY
(A3-84)

(DEF rC r ENCY)

Note: Projected Annual Payroll
on July l, 1989 is $406.

1.60%

for Fiscal Year Beginning

9.00%

26.35%

$37

107

35.35%
-==-=--=E

t0.t0%
0.00%
0.74%
0.00%
3.20%

t4.04%

$ 144

B.

$41
0
3
0

l3

$s7

2. t9.35%

0.36%

$7e

$l

33.75% $ 137

$7

-20-
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ELECTIVE STATE OFFICERS RETIREI,IENT PLAN

PROJECTED CASH FLO}I
(DoLLARS IN TH0USAilDS)

INVESTMENT
RETURN

TABLE 12

CURRENT
ASSETS

YEAR END

$315

352
391
432
476
523

573
6?6
683
743
807

876
949

1,027
I,ll0
1,198

7,29?
1,392
1 ,499
1,612
I ,733

1 ,862
I ,999
2,145
2,300
?,466

?,642
2,830
3,030
3,243
3,470

3,712

F I SCAL
YEAR

1989

1990
1991
t992
1993
1994

l99s
1996
1997
1998
1999

2000
200r
2002
2003
2004

2005
2006
2007
2008
2009

2010
201 I
2012
2013
?014

201 5
2015
20t7
2018
20t9

?020

$144
228
173
194
189

t96
203
235
270
269

260
26t
272
273
265

319
329
338
348
401

428
425
453
474
515

TRANSFERS
STATUTORY TO

CONTRIBUTIONS I.IPRI F

OTHER
DISBURSEMENTS

497
555
583
637
658

7t8

$0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

$ 107
189
t32
150
142

145
150
178
210
205

l9l
188
194
190
178

?25
?29
231
235
280

299
288
317
319
349

32r
367
383
424
431

476

$o
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0
0
0
0
0

0

-2t-
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Interest:

SaIary Increases:

Mortal i ty:

Retirement Age:

Separati on:

Disabil ity:

Expenses:

Return of
Contri buti ons :

TABLE 13
ELECTIVE STATE OFFICERS RETIREI,IEi{T PLAN

SUI.IIIARY OF ACTUARIAL ASSUIIPTIOT{S At{D IIETHODS

Pre-Reti rement:
Effective July l, 1989: 8.5% per annum
Prior to July I, 1989: 8.0% per annum

Post-Retirementz 5.0% per annum

Reported salary at valuation date increased 2.5% to
current fiscal year and 5.5% annually for each
future year.

Pre - Ret i rement :

l.lale - l97l Group Annuity Hortality Table
Female - l97l Group Annujty Mortality Table

mal e rates set back 8 years

Post - Ret i rement :

I'lal e - Same as above
Female - Same as above

Post-Disabil ity:
Male - NA
Female - NA

Age 62, or if over age 62, one year from the valuation
date.

Rates based on years of service:

Year Rate
t0%
20
30
450
50
60
70
850

None

Prior year_expenses expressed as percentage of prior
year payroll. (0.35% of payroll)

All employees withdrawing after 8 years of service
rrere assumed to leave their contributions on deposit
and receive a deferred annuitant benefit.

-?2-
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Family Composition:

Social Security:

Benefit Increases
After Retirement:

Speci a1 Considerations :

Actuarial Cost Method:

Asset Valuation Method:

Payment on the
Unfunded Actuari al
Accrued Liabjl ity:

Projected Cash Flow
Method:

TABLE 13
(cont)

85% of l,lembers are married. Female is three years
younger than male. Each l.lember may have up to two
dependent children depending on the Member's age.

NA

Payment of earnings on retired reserves in excess of
5% accounted for by 5% post-retirement assumptions.

NA

Entry Age Normal Actuari al Cost tlethod based on
earnings and the date the employee entered the plan 'is
applied to all plan benefits. Under thjs method
Actuarial Gains(Losses) reduce(increase) the Unfunded
Actuari al Accrued Li abj I ity.
Cost Value plus one-third Unrealized Gains or Losses.

A level percentage of payroll each year to the
statutory amortization date assuming payroll increases
5.5% per annum.

Cash flows for the PIan were projected based on the
current plan benefits, participant data, and actuaria'l
assumpt'ions. In add'ition new entrants v{ere assumed so
that the total payroll would increase by 5.5% per
annum.

-23-
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Eligibility
Contri buti ons

I'lember

Empl oyer

Allowable Service

Sa'lary

Average Sal ary

RETIREI.IENT
Normal Retirement Benefit

Eligibjlity
Amount

Early Retjrement Benefit
Elig'ib'ility

Amount

Form of Payment

Benefit Increases

DISABILITY

DEATH
Surviving Spouse Benefit

El igibil ity

Amount

TABLE 14

ELECTIVE STATE OFFICERS RETIREI{EIIT PLAi{

SUI,I}IAR.Y OF PLA}I PROVISIONS

Employment as a "Constitutional Officer"-

9o of SalarY.

No statutory contributions.

Service while in an eligible position.

Salary upon which Elective State Officers Retirement
Plan contributions have been made.

Average of the 5 highest success'ive years of Salary.

Age 62 and 8 years of Allowable Service.

2.5% of Average Salary per year of A1lowab'le
Serv'ice.

Age 60 and 8 years of Allowable Service.

Normal Ret'irement Benefit based on Allowable Service
and Average Salary at retirement date with reduction
of 0. 5% f or each month the l'lember i s under age 62 at
time of retirement.

Life annuity.

Adjusted by l.lSRS to prov'ide same increase as I'IPRIF.

None.

Death while active or after retirement or with at
least 8 years of Allowable Service.

Survivor's payment of SVo of the retirement benefit
of the l,lember assuming the I'lember had attained age
62 and had a minimum of 8 years of Allowab1e
Service. Benefit is paid for I ife or unt'il
remarriage. A former l,lember's benefit is augmented
the same as a Deferred Annuity to date of death
before determining the portion payable to the
spouse.

-24-
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I
Surviving Dependent
Children's Benefit

El igi b'i'l i ty

Amount

Benefit Increases

TERI.IINATIOtI
Refund of Contributions

El igibil ity
Amount

Deferred Benefit
E'ligibility

Amount

TABLE 14
(cont)

Same as spouse's benefit.

Benefit for first child is ?5% of the retirement
benefit (computed as for surviving spouse) with
12.5% for each additional child. J'lax'imum payable
(including spouse) is 100% of the retirement
benefit. Benefits cease when a child marries or
attains age 18 (22 if a full time student).

Adjusted by MSRS to provide same increase as MPRIF.

Termination of Service.

l,lember's contribut'ions with 5%'interest. A deferred
annujty may be elected in lieu of a refund.

8 years of AI I owab'le Servi ce.

Benefit computed under law in effect at termination
and increased by the following annua'l percentage: 0%

before 7/l/79, 5% from 7/l/79 to 1/l/81, and 3%

thereafter until the annuity begins. Amount js
payable as a normal or early retirement.

-25-
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