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PERA’s Financial Highlights– year 1937
Total Membership....................................4,665

Retired...........................................................55

Total Expenses.......................................$5,073

Retirement Annuities....................................$200

Salaries..................................................$3,550

Total Investment Amount..................$933,994 

1937 Active Members..............................4,610

Total Assets.....................................$1,025,896

Cash on Hand.......................................$46,656

Total Revenues.....................................$41,367

Investment Bonds...................................$35,810

Back Pay: Retired Members....................$10,434

Employee Contributions..............................$279

PERA through the years
Established 1931—
On April 24, 1931 the Public Employees Retirement Association (PERA) was born through an act of 
the Minnesota Legislature. In this early time, all investments were in the form of local municipal bonds. 
It was to be another four years before Social Security received congressional approval in Washington 
D.C. Now, over three-quarters of a century later, PERA is Minnesota’s largest public pension plan and 
celebrating its 85th anniversary. 
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The Government Finance Officers Association (GFOA) recognizes 
public retirement systems that meet its rigorous reporting standards 
with its annual Certificate of Achievement for Excellence in Financial 
Reporting. It is the highest form of recognition for accounting and 
financial reporting in the public pension sector. PERA received this 
award for the 2015 Comprehensive Annual Financial Report.

Achievement Award
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President’s Report
Continued from previous page

Kathryn A. Green
Board President

December 23, 2016

Dear Members, Annuitants, Beneficiaries  
and Governmental Employers:

 The Public Employees Retirement Association (PERA) June 30, 2016 Comprehensive 
Annual Financial Report is respectfully submitted.  The report discloses financial, 
investment, actuarial, statistical and other related information about PERA and the 
funds it administers.  Responsibility for the accuracy and completeness of the report 
rests with PERA.

  PERA’s net assets at fair market value are $25.7 billion as of June 30, 2016. While 
investment returns were slightly negative in fiscal year 2016, the funds have averaged 
earnings between 6.5 percent and 8.7 percent when measured over periods ranging 
from 5 to 30 years.  The funds have exceeded the composite market return bench-
mark in each of those measurement periods.

 PERA recently celebrated its 85th anniversary.  The organization has a very rich 
history and has been remarkably resilient.  PERA’s first newsletter which was issued 
in 1939, documents that many of the issues we face today are similar to those that 
were overcome back at that time.  The 1939 newsletter noted that investment returns 
were below the assumed rate of 4% and that members were living longer than the 
actuaries expected.  Those issues exist today in the form of two consecutive years with 
investment returns below the assumed rate and word from our actuaries that future 
lifespans are now assumed to be longer than previously expected.

 The study and selection of appropriate assumptions is one of the most important 
responsibilities of PERA’s staff and board. The past fiscal year included incorporating 
results from an experience study performed for the General Employees Plan by PERA’s 
actuarial consultant for the six year period ending June 30, 2014.  The liabilities 
disclosed in this report reflect the recommended changes from that study.  A similar 
study was done for the four year period ending June 30, 2015 for the Police and Fire 
Plan. The recommended assumption changes for that plan as well as a recommended 
mortality rate change for the Correctional Plan are expected to be incorporated into 
next year’s results.

    Evaluation and selection of an appropriate investment return assumption is an 
ongoing challenge.  The assumption should consider long-term expectations reflect-
ing the fact that benefit payments for current members will be paid for many years 
forward.  Since it is a long term assumption, it typically should change infrequently.  
Nevertheless, it should be monitored on a regular basis.
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 The current assumed return for funding purposes is 8.0% as prescribed by statute.  
The investment return assumption used for Governmental Accounting Standard Board 
(GASB) reporting purposes may differ from the funding rate.  The rate used for fiscal 
year 2016 GASB reporting results is 7.5%, a decrease from last year’s rate of 7.9%.  
PERA’s board and staff will continue to closely monitor assumptions in an attempt to 
best determine how to manage benefit and costs for current and future generations.

 There are changes and new challenges that come with 85 years of existence.  PERA 
has experienced incredible growth in membership, assets, benefit payment respon-
sibilities, and administrative complexity, all of which is demonstrated in this report.  
Unlike the fledgling enterprise that had about 500 actives members and 100 retirees 
in 1939, PERA has matured to an organization that now issues over 100,000 pay-
ments to retirees each and every month.

 While PERA has a long history, the tenure of its Executive Director is just beginning.  
Having started in November, 2015, Doug Anderson just recently completed his first 
year.  He is pleased to lead our organization and its nearly one hundred employees 
towards fulfilling our mission and goals.

 The implementation of GASB Statements No. 67 & No. 68 continued to require a 
large effort as the second year of implementation had as many challenges as the first.  
However, PERA’s dedication of resources to understanding this issue and providing 
training to our employers helped to meet these new standards.  PERA’s work in this 
area has been very well received by those that have struggled to implement the new 
standard.
 
 As trustees of the association it is our fiduciary duty to ensure the protection and 
furtherance of the interests of our members, annuitants, and beneficiaries.  We believe 
our efforts over the past year have been consistent with PERA’s mission to administer 
and promote sustainable retirement plans and provide services that our members 
value.  We have a long history proving that our plans can be sustained and will con-
tinuously monitor the direction of the funds and recommend changes when necessary 
to make sure they are sustained in the future.

Kathryn A. Green
President
PERA Board of Trustees

PE
RA
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December 20, 2016

Board of Trustees
Public Employees Retirement Association of Minnesota
60 Empire Drive, Suite 200
St. Paul, Minnesota  55103

Dear Board Members:
     
     We are pleased to present this Comprehensive Annual Financial Report 
(CAFR) of the Public Employees Retirement Association (PERA) for the fiscal year 
ended June 30, 2016—our 85th year of operation.  The information contained 
in this report is accurate in all material respects and is intended to present fairly 
the financial status and results of operations of the Association.

     Responsibility for the contents of this report, including the financial state-
ments, rests solely with the management of the Association. This transmittal letter 
is designed to complement Management’s Discussion and Analysis (MD&A) and 
should be read in conjunction with it.  

Plan Overview
     PERA was established in 1931 by the Minnesota legislature.  For financial 
reporting purposes, PERA is considered a pension trust fund of the State of 
Minnesota.  The State reports PERA’s assets in the State’s annual report as pen-
sion trust fund assets.  PERA’s cost-sharing plans are funded on an actuarial 
reserve basis, with money being set aside for benefits while benefits are being 
earned and before they are paid.

     PERA serves over 2,000 separate local governmental entities.  These partici-
pating employers include cities, counties, townships, and school districts located 
throughout the State.  On June 30, 2016, PERA’s membership included 165,609 
current, active employees and 105,686 benefit recipients in the three cost-shar-
ing multiple-employer and one agent multiple-employer defined benefit plans 
and another 7,723 members with money in the defined contribution plan.  The 
three cost-sharing plans include the General Employees Plan, the Police and Fire 
Plan, and the Correctional Plan.  The Volunteer Firefighter Plan is the one agent 
multiple-employer defined benefit plan administered by PERA.

     PERA provides many services to its members including, but not limited to, 
individual benefit determinations, personal benefit statements, access to pre-
retirement group counseling, and individual retirement benefit counseling.  
Members can also use the online MY PERA system to check their total accumu-
lated contributions and service credits and use the benefit calculator to estimate 
their retirement benefits at various ages or dates.  We provide several education-
al videos and specialized publications with information on specific topics of inter-
est to members. And, our trained call center staff respond in a timely manner to 
questions from members and other stakeholders. 

Doug Anderson
Executive Director

Dave Andrews
Accounting Director
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Accounting Systems and Reports
     Financial statements are prepared in conformity with 
accounting principles generally accepted in the United 
States of America and reporting guidelines set forth by 
the Governmental Accounting Standards Board (GASB).  
PERA’s CAFR also complies with Minnesota Statutes, 
Section 356.20.  Transactions are reported on the accru-
al basis of accounting.  Contributions from employers 
and members are recognized as revenue when earned 
and measurable.  Expenses are recorded when corre-
sponding liabilities are incurred, regardless of when pay-
ment is made.

     PERA’s management team is responsible for estab-
lishing and maintaining a system of internal controls.  
Internal controls are designed to provide reasonable, 
but not absolute, assurance regarding the safeguarding 
of assets against loss or unauthorized disposition and 
the reliability of the financial records from which the 
financial reports are prepared.  The concept of reason-
able assurance recognizes that:  (1) the cost of a control 
should not exceed the benefits likely to be derived; and 
(2) the evaluation of costs and benefits requires esti-
mates and judgment by management.  Our independent 
auditors have audited the accompanying financial state-
ments and reviewed our internal control structure.  They 
reported no material weaknesses in our internal controls.  
Management believes that an adequate system of inter-
nal control is in place and that the accompanying state-
ments, schedules and tables are fairly presented.

Investments
     In accordance with Minnesota Statutes, Section 
353.06, PERA’s financial assets are invested by the 
Minnesota State Board of Investment (SBI).  All invest-
ments undertaken by SBI are governed by the common 
law prudent person rule and other standards codified in 
Chapter 11A of the Minnesota Statutes. SBI is comprised 
of the state’s elected officers:  Governor Mark Dayton; 
State Auditor Rebecca Otto; Secretary of State Steve 
Simon; and State Attorney General Lori Swanson.

Continued

     SBI appoints a 17-member Investment Advisory 
Council (IAC) to advise SBI on asset allocation and other 
policy matters relating to investments.  The IAC also 
advises SBI on methods to improve the rate of return 
while assuring adequate security of the assets under 
management.  PERA’s executive director is a standing 
member of the IAC.  All proposed investment policies 
are reviewed and discussed in detail by the full IAC 
before they are presented to SBI for action.  

     SBI also employs investment consultants to monitor 
and evaluate investment management firms’ perfor-
mance and to evaluate or suggest various alternatives 
for asset allocation and other investment policy matters.

Combined Funds
     Pension assets of the Association are managed 
externally by private money managers retained under 
contract with the SBI.  These assets are pooled with the 
assets of other active members and benefit recipients of 
statewide retirement funds into the Combined Retirement 
Fund.  The greatest share of these assets, approximately 
60%, is invested in domestic and international common 
stocks in order to maximize the long-term rate of return.  
Including international stocks in the asset mix allows the 
SBI to diversify its holdings across world markets and 
offers the opportunity to enhance returns and reduce the 
risk/volatility of the total portfolio.  For the year ended 
June 30, 2016, the Combined Retirement Fund pro-
duced a -0.1% rate of return.

     SBI has one overriding responsibility in the man-
agement of these funds:  to ensure that sufficient funds 
are available to finance promised retirement benefits.  
Within this context, SBI has established a long-term 
investment objective:  to outperform a composite market 
index weighted to reflect the long-term asset allocation 
policy over a ten-year period.  Performance is measured 
net of all fees and costs to assure SBI’s focus is on true 
net return.  The Combined Funds’ 10-year annual-
ized rate of return at June 30, 2016 was 6.5%, and its 
20-year annualized rate of return was 7.5%.
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The 30-year fixed mortgage rate has risen to 4.16% at 
the end of November. Even though this is still low rela-
tive to historic norms, if rates keep moving up, it could 
affect demand for homes.

     A global economic slowdown and a stronger 
U.S. dollar relative to major trading partners make 
Minnesota-produced goods and commodities more 
expensive elsewhere in the world, reducing demand 
for the state’s products abroad. Exports of Minnesota 
manufactured goods have fallen over the last year, 
and manufacturing employment has declined. In the 
current forecast, we expect improvements in global 
growth to lead Minnesota manufacturers to add jobs 
starting in 2018. Minnesota’s exports of goods and 
services to countries throughout the world are an 
important source of economic strength. According to 
data from the Minnesota Department of Employment 
and Economic Development for the second quarter 
of calendar year 2016, Minnesota exports, including 
agricultural, mining and manufactured products, were 
valued at $4.8 billion, showing a decline of 8.0% since 
the second quarter of calendar year 2015, which is 
2.0% more than the national decline of exports over 
the same period.

Current Funding Ratios
     The primary funding objectives of PERA are: 
 1) to establish contribution rates which, when  
  expressed as a percentage of active members’  
  payroll, will remain level from generation to  
  generation; and 
 2)  to meet the statutorily set deadlines for full  
  funding. 
 
     An important measure of the health of a retire-
ment system is the level of funding.  A funding ratio 
is most commonly defined as an asset value divided 
by the actuarial accrued liability.  At the end of fiscal 
year 2016, the ratio of assets to liabilities (using the 
actuarial value of assets) of the General Employees 
Fund was 75.5%.  For the Police and Fire Fund and the 
Correctional Fund, the ratios were 87.7% and 95.7%, 
respectively.  The actuarial value of assets reflects 
smoothing of the previous five years of asset gains and 
losses.  When the funding ratios are measured on the 
actual market values as of June 30, 2016, the funding 
ratios were 72.4%, 84.3%, and 91.7% respectively.

Letter of Transmittal
(Continued from previous page)

Economic Conditions 
and Outlook
     Well into the current economic expansion, 
Minnesota continues to add jobs at a fairly steady 
rate. Consistent job growth has contributed to the 
state’s declining unemployment rate, which is now at 
4.0% on a seasonally adjusted basis, 0.6 percentage 
points below the current U.S. rate. At the same time, 
the state’s employment growth is seeing the effects of 
drags on exports and a tightening labor market. Total 
non-farm employment in Minnesota grew 1.0% in fis-
cal year 2016 and is forecast to accelerate slightly to 
1.2% growth in fiscal year 2017. Employment growth 
is forecast to decelerate to 0.8% in fiscal year 2018 
followed by 1.0% growth in fiscal year 2019.

     Information from the Bureau of Economic Analysis, 
Quarterly Census of Employment and Wages (QCEW), 
and income tax withholding collections suggests 
Minnesota’s nominal wage and salary disbursements 
grew 3.2% in fiscal year 2016. Wage income is now 
expected to accelerate to 5.3% growth in fiscal year 
2017, followed by 4.7% in each of fiscal years 2018 
and 2019. Minnesota personal income grew 2.0% in 
fiscal year 2016, and is now forecast to accelerate to 
4.6% in fiscal year 2017, followed by 4.6% and 4.7% 
in fiscal year 2018 and 2019, respectively.

     Minnesota’s housing recovery continued to gain 
traction from its excellent performance in Calendar 
Year (CY) 2015, and as we approach the end of CY 
2016, homebuilding activity is encouraging. As of 
October 2016, closed sales of homes in Minnesota 
preserved its good performance, reaching an 11-year 
high. Also encouraging are the rising median and 
mean sales prices. According to the Minnesota 
Association of Realtors, in October 2016 the median 
sales price in the state rose 8.5%, while the average 
sales price increased 6.1%.

     As the labor market continues to tighten and wages 
continue to grow, more people will be looking for 
long-term stable housing, increasing household forma-
tions, a key driver of demand for housing. Increasing 
formations foster housing sales and starts. After six 
years of low levels, annual household formations have 
picked up to 18,000 in calendar year 2015, consistent 
with continued employment growth. In calendar years 
2016 and 2017, annual net new formations are fore-
cast to be around 25,700 and 21,600, respectively. 
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     PERA’s historical funding ratios are shown in the 
Schedule of Funding Progress.  The current funding ratios 
represent how current assets compare to accrued lia-
bilities.  A pension plan is often considered fully funded 
when a funding ratio reaches 100%.  However, that does 
not mean funding requirements will cease.  The cost of 
future benefit accruals will continue to be required even 
after previously accrued, but not yet funded obligations 
have been met.  It is important that benefit structures and 
future contributions are aligned to ensure that plans prog-
ress toward full funding in a reasonable time period. 

Major Initiatives
     During the year the board adopted, and the legis-
lature approved, numerous demographic assumption 
changes for the General Employees Plan.  These changes 
were the result of a study of member experience over a 
six-year period ending June 30, 2014.  The assumption 
changes included increases in assumed member salaries, 
reduced rates of disability and retirement, increased rates 
of termination, and changes to the percentage of mem-
bers assumed to be married and their form of payment 
election upon retirement.  The most impactful assumption 
change was not based on actual observed member expe-
rience, but rather a new forecast for rates of future mor-
tality rate improvements.  Collectively, the new assump-
tions increased the unfunded actuarial accrued liability  
by about $0.4 billion and reduced the funding ratio by 
over 1%.

     An experience study of the Police and Fire Plan was 
prepared by the actuary in fiscal year 2016.  This study 
was for the four-year period ending June 30, 2014 and 
resulted in various recommended demographic assump-
tion changes.  The recommended changes were adopted 
by the board and will be considered by the Legislature 
in 2017.  Pending approval, the results of the demo-
graphic changes will be incorporated in the 2017 valua-
tions.  No experience study was done specifically for the 
Correctional Plan due its relatively smaller size.  However, 
the mortality assumption derived from Police and Fire Plan 
members was deemed to be a reasonable basis for use in 
the Correctional Plan and that change is also expected to 
be made in 2017.

     In fiscal year 2016, 20 fire departments joined the 
Volunteer Firefighter Plan, bringing the total to 112.  With 
the exception of one department, all of those fire depart-
ments provide lump-sum benefits to a volunteer firefighter 

at retirement.  There are a handful of fire department 
relief associations in Minnesota that offer monthly ben-
efits to retired volunteer firefighters.  Effective January 
2016, PERA added one fire department that provides 
monthly benefits to their retired firefighters and surviving 
spouses.

     During the year PERA adopted several GASB stan-
dards. The most significant standard is GASB Statement 
No. 72, Fair Value Measurement and Application.  The 
statement requires disclosures to be made about fair 
value measurements, the level of fair value hierarchy, 
and valuation techniques.  This information is presented 
within the notes to the financial statements.

     This year PERA achieved a number of significant 
goals. We continued to improve MY PERA, the online per-
sonal account information system. Continued efforts were 
made to input valuable information to our online man-
agement system to ensure accurate and timely response 
to member questions. Call recording was implemented 
for training and quality control purposes. The education 
team traveled statewide to meet with groups and individ-
uals explaining PERA benefits.  The data sharing efforts 
from the statewide plans continue to help increase auto-
mation in retirement estimates with multiple plan service. 

     PERA launched several new or enhanced features 
in its web reporting system for employers. For over ten 
years, PERA has maintained an online web tool that is 
used by all local units of government and school districts 
to carry out their membership and contribution reporting 
duties. The system enhancements made in the last year 
have resulted in efficiency gains for the employers and 
the association.  Examples include developing processes 
for monitoring annual salaries of new members to ensure 
compliance with the membership salary threshold in law, 
introducing a module to collect and retain pay calendar 
information on all contributing employers, and replacing 
several paper mailings done to obtain missing forms or 
data with online reports that the employers can easily 
complete for uploading into PERA’s computer system.  

     Continued effort was made to enhance our suite of 
on-line tools for members and employers.  Our focus is 
continuous improvement to our systems and services so 
that we can accommodate the growing needs of all of 
PERA's stakeholders.

Continued
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Officers Association of the United States and Canada 
(GFOA) awarded a Certificate of Achievement for 
Excellence in Financial Reporting to PERA for its CAFR for 
the fiscal year ended June 30, 2015.  
     The Certificate of Achievement is a prestigious nation-
al award, recognizing conformance with the highest 
standards for preparation of state and local government 
financial reports.  In order to be awarded a Certificate of 
Achievement, a government unit must publish an easily 
readable and efficiently organized CAFR.  This report 
must satisfy both generally accepted accounting princi-
ples and applicable legal requirements.  A Certificate 
of Achievement is valid for one year only.  We believe 
our current report continues to meet the Certificate of 
Achievement program’s requirements, and we are sub-
mitting it to the GFOA to determine its eligibility for 
another certificate.

Acknowledgments
     As a compendium of financial, investment, actuarial 
and other statistical information, PERA’s Comprehensive 
Annual Financial Report provides complete and reliable 
information on which management decisions may be 
based and through which compliance with statutory 
requirements may be assessed.  In addition, the report 
serves as the primary source through which the effective-
ness of the Trustees’ management and administration of 
PERA and its funds may be judged.

     We are sure you join with us in expressing gratitude 
and appreciation to the staff and PERA’s advisors for their 
efforts in producing this report and for their loyal and 
dedicated service to the Association and its members, 
annuitants, beneficiaries, and participating local govern-
mental employers.

Respectfully submitted,

Doug Anderson   David Andrews
Executive Director                Accounting Director

Letter of Transmittal
(Continued from previous page)

     Internally, PERA instituted several changes to 
improve communication methods for employees.  All 
staff meetings are now held several times a year to 
discuss important issues, upcoming events, and review 
recent Board of Trustee meetings.  PERA’s internal 
intranet “PERAsite” continues to share information 
throughout the agency and store important documents 
for employees to reference.  All employees participat-
ed in PERA’s first test of the emergency response sys-
tem known as the “Continuity Of Operations Plan” or 
COOP to disseminate information in case of an emer-
gency.   Finally, PERA implemented “Code of Conduct” 
training for all employees to give tools to maintain the 
integrity of the plans and the agency.

Professional Services
     Actuarial consulting services during the fiscal year 
were provided by Gabriel, Roeder, Smith & Co.  The 
State’s Attorney General continued to provide PERA 
with legal counsel.  SBI continued to manage and 
invest the assets of PERA’s funds, and the State’s 
Legislative Auditor provided professional financial 
auditing services.  Abdo, Eick & Meyers provided audit-
ing services for PERA’s GASB 68-related schedules.  
Disability determination services were provided by 
Managed Medical Review Organization.

Membership Report
     This report is complemented by an annual financial 
newsletter that discloses, in summary form, the contents 
of this report.  This financial newsletter is mailed by 
February of each year to all PERA members, including 
active and deferred members and benefit recipients.  
In addition, this report is reproduced, in its entirety, on 
PERA’s website, www.mnpera.org.

National Recognition
     PERA has an outstanding staff dedicated to the 
utmost professionalism in administering the plans 
entrusted to the governance of the PERA Board of 
Trustees.  PERA received national recognition as a 
leader in pension fund administration and disclosure 
of financial information.  The Government Finance 



15Introductory Section  |  PERA 2016 Comprehensive Annual Financial Report   

In
tr

o
d

u
ct

o
ry

 S
ec

tio
n

PERA Board of Trustees, Key Administrative Staff 
and Professional Consultants

Board of Trustees

Key Administrative Staff
Executive Director:

 Doug Anderson
Accounting Director:

David Andrews

Professional Consultants
Actuary:
 Gabriel Roeder Smith & Company
Auditor:
 Minnesota Office of the Legislative Auditor
 Abdo, Eick & Meyers
Legal Counsel:
 Minnesota Office of Attorney General
Medical Advisor:
 MMRO -  Managed Medical Review Organization 

Kathryn A. Green, President
Appointed School Board Representative
Trustee since April 2006
Current term expires January 2018

Rebecca Otto
State Auditor
Trustee since February 2007
Current term expires January 2019

Leigh Lenzmeier
Appointed County Representative
Trustee since November 2010
Current term expires  January 2017

Mary Falk
Appointed General Public Representative
Trustee since June 2015
Current term expires January 2019

Paul Bourgeois
Elected General Membership Representative
Trustee since February 2011
Current term expires January 2019

Lori Volz
Elected General Membership Representative
Trustee since February 2015
Current term expires January 2019

David Metusalem, Vice President
Elected Police and Fire Representative
Trustee since February 2015
Current term expires January 2019

Don Rambow
Appointed Cities Representative
Trustee since March 2005
Current term expires January 2017

Lawrence J. Ward
Appointed Annuitant Representative 
Trustee since February 2012
Current term expires January 2020

Ross Arneson
Elected Retiree/Disabilitant Representative
Trustee since February 1999
Current term expires January 2019

Thomas Stanley
Elected General Membership Representative
Trustee since March 2013
Current term expires January 2019

NOTE: PERA invests its funds in various investment pools administered by the Minnesota State Board of Investment (SBI). The SBI retains various 
investment advisors whose fees are paid by the pool participants, including PERA. A schedule of these advisors and PERA’s share of their fees is  
located on page 77 in the Investment Section of this CAFR.
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Consulting 
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Executive 
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Services
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Communications 

Center
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Offices

PERA's mission is to administer and promote sustainable retirement plans 
and provide services that our members value.

PERA's vision: PERA will be a recognized leader in efficient and excellent     
service delivery and plan management.

Assistant  
Attorney General

Organization Structure

Executive
Support

Administrative 
Services Director Chief Benefit Officer

Data
Analysis

Training



Total Membership..................................41,381 

Retired.................................................2,148

Beneficiaries..........................................401

Total Revenues................................$6,881,367

Employee Contributions.......................$205,911 

Employer Contributions.....................$5,319,201

Investment Earnings and Other........$1,356,255 

1958 Active Members...........................39,233 

Total Assets...................................$34,868,060

Cash in Bank....................................$1,046,080 

Total Expenses................................$8,844,227 

Retirement Annuities.........................$7,607,944 

Member Refunds..............................$1,001,947

Survivor and Disability Benefits.............$249,548

PERA through the years
'50s and '60s—
The late '50s saw an increase in not only income, but in new staff and departments to administer an 
amended law. These departments were established to pay benefits to survivors and minor dependent 
children of active public employee members who died, and to pay disability benefits. As a result of 
the increased staff, PERA found itself moving the association office from City Hall, to a private business 
building which was able to house the extended operation. For the first time in over 26 years, the 
association found itself paying rent.

PERA’s Financial Highlights– year 1958

Finance Section
PERA 2016 Comprehensive Annual Financial Report
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Independent Auditor’s Report

 

 OFFICE OF THE LEGISLATIVE AUDITOR 
  STATE OF MINNESOTA   •   James Nobles, Legislative Auditor 
 

Room 140 Centennial Building, 658 Cedar Street, St. Paul, Minnesota  55155-1603  •  Phone:  651-296-4708  •  Fax:  651-296-4712 
E-mail:  legislative.auditor@state.mn.us  •  Website:  www.auditor.leg.state.mn.us  •  Minnesota Relay:  1-800-627-3529 or 7-1-1

O L A
Independent Auditor’s Report

Members of the Board of Trustees
Public Employees Retirement Association of Minnesota

Mr. Doug Anderson, Executive Director
Public Employees Retirement Association of Minnesota

Report on the Financial Statements

We have audited the accompanying financial statements of the Public Employees Retirement Association 
of Minnesota (PERA), which included the statement of fiduciary net position as of June 30, 2016, the 
related statement of changes in fiduciary net position, and notes to the financial statements, as listed in the 
Financial Section of the Table of Contents. 

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal controls relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States of America.  Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  
In making those risk assessments, the auditor considers internal controls relevant to PERA’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of PERA’s
internal controls.  Accordingly, we express no such opinion.  

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion.
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Independent Auditor’s Report 
 Members of the Board of Trustees

Mr. Doug Anderson, Executive Director
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Public Employees Retirement Association of Minnesota as of June 30, 2016, and 
the changes in financial position for the fiscal year then ended in conformity with accounting principles 
generally accepted in the United States of America.

Emphasis of Matter – Assumptions Used 

PERA’s actuary has recommended some changes to the actuarial assumptions for the Public Employees 
Police & Fire Plan. The actuary based its recommended changes on an experience study for the four-year 
period ending June 30, 2015.1 PERA plans to implement the recommended changes to the actuarial 
assumptions for its fiscal year 2017 estimate of pension liability.  Implementing the recommended 
changes will increase the pension liability for the Public Employees Police & Fire Plan. See Note 6 in the 
Notes to the Financial Statements for further information about PERA’s net pension liability.  This matter
had no effect on our audit opinion.

Emphasis of Matter – GASB and Statutory Financial Requirements

Minnesota Statutes 2016, 356.20, require PERA to include in its financial report information using 
funding-focused statutory assumptions and methodologies.  For its fiscal year 2016 financial report, the 
funding-focused information differs from the GASB-based information primarily for the following 
reasons:

(1) The discount rates required by statute for funding purposes were significantly higher than the 
discount rates used for financial reporting purposes.  The discount rate is the rate used to bring the 
projected future benefit payments to the present value of those benefits (the pension liability). A
higher discount rate results in a smaller pension liability.

(2) For funding purposes, statutes require investment gains and losses be recognized over a five-year 
period to “smooth” the volatility that can occur from year to year.  For GASB financial reporting 
purposes, assets are valued at fair (market) value as of the end of the fiscal year.

Including funding-focused information was necessary for PERA to comply with state law and had no 
effect on our audit opinion.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s 
Discussion and Analysis and the other required supplementary information, as listed in the Financial 
Section of the Table of Contents, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, which considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to Management’s Discussion and Analysis and the other required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 

1 An experience study compares the actual experience of plan participants to assumptions used to estimate the cost 
of future benefit payments.  The actuarial valuation process, while very sophisticated in its calculation methodology, 
is an estimate based on assumptions about events, which occur many years into the future.  A range of assumptions 
may be reasonable.  No one set of assumptions is uniquely correct.
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Members of the Board of Trustees
Mr. Doug Anderson, Executive Director
Page 3

We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information Included with the Financial Statements

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise PERA’s basic financial statements. The supporting schedules in the Financial 
Section and the Introductory, Investment, Actuarial, and Statistical Sections, as listed in the Table of 
Contents, are presented for purposes of additional analysis and are not a required part of the basic 
financial statements.  

The supporting schedules, as listed in the Financial Section of the Table of Contents, are the 
responsibility of management and were derived from and relate directly to the underlying accounting and 
other records used to prepare the basic financial statements.  The supporting schedules have been 
subjected to the auditing procedures applied in the audit of the basic financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the supporting schedules are fairly stated, in all 
material respects, in relation to the basic financial statements as a whole. 

The Introductory, Investment, Actuarial, and Statistical Sections have not been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an 
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we issued our report, also dated December 20, 2016,
on our consideration of the Public Employees Retirement Association of Minnesota’s internal controls
over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, grant agreements, and other matters.  The purpose of that report is to describe the scope and 
results of our testing of internal controls over financial reporting and compliance and not to provide an 
opinion on the internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards and should be considered in 
assessing the results of our audit.

James R. Nobles Cecile M. Ferkul, CPA, CISA
Legislative Auditor Deputy Legislative Auditor

December 20, 2016
Saint Paul, Minnesota
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The Statement of Changes in Fiduciary Net 
Position, on the other hand, shows additions 
to and deductions from net position that took 
place throughout the year.  

     
Notes to the Basic Financial Statements

    The Notes to the Financial Statements are 
an integral part of the financial statements and 
provide additional information that is essential 
for a comprehensive understanding of the data 
provided in the financial statements.  The notes 
describe the accounting and administrative pol-
icies under which PERA operates, and provide 
additional levels of detail for selected financial 
statement items.

• Note 1 provides a plan description for   
 PERA, including a background of PERA   
 as an organization, its employers, partic-  
 ipating members and benefit provisions of  
 the various plans.

• Note 2 provides a summary of significant  
 accounting policies. This section provides   
 notes on PERA as a reporting entity, the   
 basis of presentation and accounting, and  
 an explanation of various financial state-  
 ment components like cash, receivables,   
 investments, capital assets, accrued com-  
  pensated absences and administrative   
 expenses. 

• Note 3 provides information about cash   
 deposits and PERA’s investments, includ-  
 ing fair value reporting, various risks,   
 derivatives and securities lending.

• Note 4 provides information about capital  
 assets.

• Note 5 provides information about        
 contributions.

• Note 6 provides information about the net  
 pension liability.

As management of Minnesota’s Public 
Employees Retirement Association (PERA), we 
present this discussion and analysis of the 
financial activities for the year ended June 
30, 2016 (FY16).  This narrative is intended 
to supplement the financial statements which 
follow this discussion, and should be read in 
conjunction with the transmittal letter, which 
begins on page 10 of this annual report.  

Overview of the 
Financial Statements

This Comprehensive Annual Financial 
Report (CAFR) contains two basic financial 
statements:  the Statement of Fiduciary Net 
Position and the Statement of Changes in 
Fiduciary Net Position. These financial state-
ments, in conjunction with the accompanying 
Notes to the Financial Statements, report 
information about PERA’s financial condi-
tion to answer the question:  “Is PERA better 
off or worse off as a result of this year’s 
activities?”  These statements are prepared 
using the accrual basis of accounting as is 
required by generally accepted accounting 
principles specified in statements issued by 
the Government Accounting Standards Board 
(GASB).

Basic Financial Statements
    The Statement of Fiduciary Net Position 

provides a snapshot of account balances at 
year-end.  It reports the assets available for 
future payments to benefit recipients, along 
with any liabilities that are owed as of the 
statement date.  The difference between 
assets and liabilities, called “Net Position 
Restricted for Pensions,” represents the value 
of assets held in trust for future benefit pay-
ments.  Over time, increases and decreases 
in net position can be one measurement of 
whether PERA’s financial position is improv-
ing or declining.

Management Discussion and Analysis
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• Note 7 provides information about  
 new asset transfers and PERA employee    
        participation in the Coordinated Plan.

Financial Highlights
• PERA’s Net Position decreased 3.0%  

 during the year from $26.5 billion  
 in fiscal year 2015 (FY15) to   
 $25.7 billion in FY16.

• Total additions for FY16 were   
 $1.1 billion, comprised of contributions  
 of $1.1 billion, investment loss of 

 $27 million, and a transfer of assets  
 from new participants in the Statewide  
 Volunteer Firefighter Retirement Plan 

 of $20 million.

• Total deductions for the year increased  
 from $1.8 billion in FY15 to $1.9 bil- 
 lion in FY16 largely due to an increase  
 in the number of benefit recipients  
 and a 1% COLA granted in   
 January 2016.

• As of June 30, 2016 the actuarial   
 funding status for the main retirement  
 plans administered by PERA is as

 follows:
 • General Employees Plan is actuarial- 

    ly funded at 75.5%  
 • Police and Fire Plan is actuarially  

    funded at 87.7%, and
 • Correctional Plan is actuarially 
    funded at 95.7%.

Financial Analysis 
of PERA’s Funds

PERA is the administrator of three cost-shar-
ing multiple-employer defined benefit retire-
ment plans, one agent multiple-employer 
defined benefit plan, and one defined contri-
bution plan.  In a defined benefit plan, pen-
sion benefits are determined by a member’s 
salary or benefit level and credited years of 
service, regardless of contribution amounts 
and investment returns for those contribu-
tions over the working career of a member.  
PERA administers four such plans which are 
accounted for in the following: 

• General Employees Fund, 
• Police and Fire Fund, 
• Correctional Fund, and
• Volunteer Firefighter Fund.

In a defined contribution plan, pension 
benefits are determined by contributions 
made to a member’s account and investment 
returns for those contributions.  PERA admin-
isters one such plan accounted for in the 
Defined Contribution Fund.

General Employees Fund
Total assets as of June 30, 2016 were 

$20.6 billion, a slight increase of $75 million 
or 0.4% from the prior year.  The primary 
reason for the minimal increase was due to a 
-0.1% investment return.

Total liabilities as of June 30, 2016 were 
$2.6 billion, an increase of $661 million from 
the prior year, mostly due to a higher value of 
securities lending collateral on the books at 
year end.  
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benefits resulted from an increase in the 
number of benefit recipients and a 1% cost-
of-living increase for most retirees effective        
January 1, 2016.  

Overall Financial Position
The financial position of a public pension 

plan is not so much determined by what is 
found on the face of the financial statements, 
but by looking at trends in the funding ratio 
and contribution sufficiency or deficiency.  The 
actuarial value of assets, which is smoothed 
over a 5-year period, increased by $791 mil-
lion in FY16 to $18.7 billion, which is pres-
ently $771 million higher than the fair value 
of assets.  The funding ratio decreased from 
76.3% in FY15 to 75.5% in FY16 when calcu-
lated using the actuarial value of assets.

For the past several years, contribution 
rates have not been sufficient for the General 
Employees Fund to become fully funded by its 
target date of 2031.  As of June 30, 2016, 
contributions were deficient by 1.9% of pay to 
reach fully funded status by 2031, down from 
a 1.2% deficiency in FY15.

  Total net position, the difference between total 
assets and total liabilities, decreased $587 mil-
lion, or -3.2%, in FY16 to $18.0 billion.  

Additions to Plan Net Position
The reserves needed to finance retirement ben-

efits are accumulated through the collection of 
employer, member, and State of Minnesota con-
tributions and through earnings on investments.  
Total contributions of $841 million were reduced 
by a net investment loss of $20 million to give 
total additions to the plan of $821 million.

Employer, member, and State of Minnesota 
contributions increased from the previous year 
by a total of $52 million, largely due to salary 
increases, full year of contribution increases, and 
more active members.  The net investment loss 
totaled $20 million as the result of a -0.1% rate 
of return in FY16. 

Deductions from Plan Net Position
The plan’s largest expense was for retire-

ment benefits to members and beneficiaries.  
Total benefits increased 4.4% to a little more 
than $1.35 billion in FY16.  The increase in 

Management Discussion and Analysis

Fiduciary Net Position—Defined Benefit Plans (in thousands)
               Volunteer
                                                 General Employees Fund                     Police and Fire Fund                                Correctional Fund                    Firefighter Fund    
                              2016            2015                   2016            2015                           2016     2015                  2016           2015               
Assets   
   Cash & Receivables  $47,949   $47,518  $18,442   $16,811   $524   $504   $119  $121 
   Investments 17,952,309   18,535,696   7,085,329   7,335,023   507,706   490,486  54,269   32,163 
   Securities Lending Collateral 2,549,270   1,891,438   1,006,274   748,586   72,017   50,023    7,737   3,624 
   Capital Assets & Other                7,254                    7,382                       0                   0               0                0                  0                0 
         Total Assets  $20,556,782  $20,482,034   $8,110,045   $8,100,420   $580,247   $541,013    $62,125   $35,908

Liabilities

   Accounts Payable  $5,483   $1,263   $5,681  $3,130   $447  $259  $13  $2 
   Accrued Compensated Absences 886   887   0     0     0     0      0     0   
   Securities Lending Collateral  2,549,270   1,891,438   1,006,274  748,586   72,017  50,023    7,737  3,624 
   Bonds Payable                 5,994                    6,651                     0                       0                0                   0                    0           0  
         Total Liabilities     $2,561,633     $1,900,239   $1,011,955       $751,716     $72,464     $50,282    $7,750   $3,626 
   
Total Net Position $17,995,149   $18,581,795  $7,098,090 $7,348,704  $507,783   $490,731  $54,375   $32,282
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Police and Fire Fund
Total assets as of June 30, 2016 were over 

$8.0 billion in the Police and Fire Fund, an 
increase of $9.6 million, or 0.1% from the 
prior year.  Total liabilities were $1.0 billion, 
an increase of $260 million due to the larger 
securities lending collateral on the books at the 
end of the fiscal year.

Total net position decreased $250 million or 
roughly a -3.4% from the prior year to an end-
ing balance of $7.1 billion.

Additions to Plan Net Position
Employer and employee contributions 

increased $18 million in FY16, largely due 
to salary increases, full year of contribution 
increases, and more active members.  In 2014 
the State of Minnesota began providing $9 
million per year in direct state aid to the Police 
and Fire Fund until the fund is 90% funded.  
The net investment loss in FY16 totaled just 
under $9 million, as the result of a -0.1% rate 
of return. 

Deductions from Plan Net Position
 Retirement benefits to members and 

beneficiaries made up over 99% of the 
plan’s total deductions.  The amount of 
benefits paid increased 3.6% in FY16 to 
$498 million. The increase in benefits 
resulted from an increase in retirees and a 
1% cost-of-living increase for most retirees 
effective January 1, 2016.  

Overall Financial Position
As a result of benefit provision changes 

made during the 2013 legislative session 
and contribution rate increases in FY15, 
the plan’s funding ratio improved from 
83.6% at the end of FY15 to 87.7% at the 
end of FY16 and the FY15 contribution 
deficiency of 2.7% of pay improved to a 
sufficiency of 1.2% of pay in FY16.  

Correctional Fund
Total assets in the Correctional Fund 

as of June 30, 2016, equaled $580 mil-
lion, an increase of $39 million or 7.3% 
from the prior year.  The increase is due 
to positive investment earnings plus a 
slightly larger amount of securities lending 
collateral on the books at year end.  The 
Correctional Fund is a younger fund with 
a smaller asset base, and brings in more 
cash through contributions than it pays 
out in benefits and refunds. Total liabili-
ties increased due to a larger amount of 
securities lending collateral at the end of 
the year.  As a result, total net position 
increased $17 million with an ending net 
position of $507 million.

Fiduciary Net Position—Defined Benefit Plans (in thousands)
               Volunteer
                                                 General Employees Fund                     Police and Fire Fund                                Correctional Fund                    Firefighter Fund    
                              2016            2015                   2016            2015                           2016     2015                  2016           2015               
Assets   
   Cash & Receivables  $47,949   $47,518  $18,442   $16,811   $524   $504   $119  $121 
   Investments 17,952,309   18,535,696   7,085,329   7,335,023   507,706   490,486  54,269   32,163 
   Securities Lending Collateral 2,549,270   1,891,438   1,006,274   748,586   72,017   50,023    7,737   3,624 
   Capital Assets & Other                7,254                    7,382                       0                   0               0                0                  0                0 
         Total Assets  $20,556,782  $20,482,034   $8,110,045   $8,100,420   $580,247   $541,013    $62,125   $35,908

Liabilities

   Accounts Payable  $5,483   $1,263   $5,681  $3,130   $447  $259  $13  $2 
   Accrued Compensated Absences 886   887   0     0     0     0      0     0   
   Securities Lending Collateral  2,549,270   1,891,438   1,006,274  748,586   72,017  50,023    7,737  3,624 
   Bonds Payable                 5,994                    6,651                     0                       0                0                   0                    0           0  
         Total Liabilities     $2,561,633     $1,900,239   $1,011,955       $751,716     $72,464     $50,282    $7,750   $3,626 
   
Total Net Position $17,995,149   $18,581,795  $7,098,090 $7,348,704  $507,783   $490,731  $54,375   $32,282
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Additions to Plan Net Position
Contributions and net investment income for 

FY16 totaled $28 million, compared to $47 mil-
lion in the prior year.  Employer and member 
contributions increased $1 million from FY15 
levels due to an increase in the number of active 
members. The Correctional Fund had net invest-
ment income that totaled $209,000 despite a 
-0.1% rate of return in FY16.  

Deductions from Plan Net Position
Expenses for this plan are still relatively small.  

Retirement benefits increased 20% from $7.8 
million in FY15 to $9.4 million in FY16 as more 
members became eligible to retire.  

Overall Financial Position
At the end of FY16, the Correctional Fund is 

95.7% funded, which is a slight increase from 
last year’s 95.6%.  Fortunately, contribution rates 
are 0.12% sufficient to allow the plan to become 
fully funded by 2031.

Volunteer Firefighter Fund
The Volunteer Firefighter Retirement Plan 

is an agent multi-employer defined benefit 
plan that began January 1, 2010, with 6 fire 
departments and 129 volunteer firefighters.  
Since then, an additional 106 fire departments 
have joined the plan and fund net assets have 
increased to $54 million.  Originally all the fire 
departments in the plan paid lump-sum bene-
fits. However, on January 1, 2016 the first fire 
department with a monthly annuity payment 
option joined the plan.  

Assets increased by 73% in FY16, or roughly 
$26 million, largely due to $20 million in new 
assets being transferred into the fund from the 
20 fire departments that joined the plan during 
the year. Fire departments are only eligible to 
join the plan on January 1 of any given year.  
The modest investment returns result from sig-
nificantly larger balances the second half of the 
fiscal year that were able to negate the losses 
from the first half of the fiscal year. This also 
resulted in larger amount of securities lending 
collateral at year end.   

Management Discussion and Analysis
 

Changes in Fiduciary Net Position—Defined Benefit Plans (in thousands)
                          Volunteer
                                                   General Employees Fund                    Police and Fire Fund                                        Correctional Fund                      Firefighter Fund      
                                 2016               2015*                  2016              2015                                   2016               2015                 2016               2015               

Additions

   Employer Contributions  $459,978   $435,265   $156,065   $144,317   $16,490   $ 15,736  $332   $226   
   State Contributions 6,000    0  9,000  9,000 0    0 1,811     1,430 
   Member Contributions 375,291   353,882   95,172   88,733   11,008   10,472   0   0       
   Investment Income (Loss)  (20,851)   799,079   (8,949)  317,556   209   20,373   1,325   880    
   Other Additions                          431                 281               3               84             0                0               20,401               4,667    
         Total Additions    $820,849   $1,588,507    $251,291     $559,690   $27,707   $46,581   $23,869   $7,203   

Deductions

   Retirement Benefits  $1,359,176   $1,301,396  $498,608   $481,330   $9,381   $7,777   $1,644   $1,221     
   Refunds of Contributions 37,209   35,706   2,391   1,953   982  1,057   0   0   
   Administrative Expenses         11,110             10,377              906                803         292            247                 132           86           
            Total Deductions  $1,407,495   $1,347,479    $501,905      $484,086   $10,655      $9,081     $1,776   $1,307    
  
   Increase (Decrease) in Net Position    $(586,646)      $241,028  $(250,614)        $75,604  $17,052   $37,500  $22,093  $5,896   
   

*Includes Minneapolis Employees Retirement Fund
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In its sixth full year, the fund received 
$332,000 in contributions from employers and 
$1.8 million in fire state aid from the State of 
Minnesota. Net investment income totaled $1.3 
million and benefits paid totaled $1.6 million.  
Funding is received through fire state aid from 
the State of Minnesota, investment returns, and 
annual employer contributions (if they are need-
ed to keep each fire department’s account 100% 
funded). Net position increased 68.4% from 
FY15 to $54 million, largely due to the addition-
al fire departments that joined during the year.

Agency Summary
For the second consecutive year, PERA expe-

rienced investment returns that were below the 
expected rate of return.  For the year ended 
June 30, 2016, investment earnings were flat.  
These substandard investment returns have 
resulted in a decrease of our funding level and 
net position. PERA continues to review all of the 
funding assumptions and is continually reviewing 
options to shore up the financial position for all 
the funds.

This financial report is designed to provide 
a general overview of PERA’s finances and to 
demonstrate its accountability with the assets 
it holds in trust. Questions concerning any 
of the information provided in this report or 
requests for additional financial information 
should be addressed to PERA at 60 Empire 
Drive, Suite 200 in St. Paul, Minnesota  
55103-2088.

Changes in Fiduciary Net Position—Defined Benefit Plans (in thousands)
                          Volunteer
                                                   General Employees Fund                    Police and Fire Fund                                        Correctional Fund                      Firefighter Fund      
                                 2016               2015*                  2016              2015                                   2016               2015                 2016               2015               

Additions

   Employer Contributions  $459,978   $435,265   $156,065   $144,317   $16,490   $ 15,736  $332   $226   
   State Contributions 6,000    0  9,000  9,000 0    0 1,811     1,430 
   Member Contributions 375,291   353,882   95,172   88,733   11,008   10,472   0   0       
   Investment Income (Loss)  (20,851)   799,079   (8,949)  317,556   209   20,373   1,325   880    
   Other Additions                          431                 281               3               84             0                0               20,401               4,667    
         Total Additions    $820,849   $1,588,507    $251,291     $559,690   $27,707   $46,581   $23,869   $7,203   

Deductions

   Retirement Benefits  $1,359,176   $1,301,396  $498,608   $481,330   $9,381   $7,777   $1,644   $1,221     
   Refunds of Contributions 37,209   35,706   2,391   1,953   982  1,057   0   0   
   Administrative Expenses         11,110             10,377              906                803         292            247                 132           86           
            Total Deductions  $1,407,495   $1,347,479    $501,905      $484,086   $10,655      $9,081     $1,776   $1,307    
  
   Increase (Decrease) in Net Position    $(586,646)      $241,028  $(250,614)        $75,604  $17,052   $37,500  $22,093  $5,896   
   

*Includes Minneapolis Employees Retirement Fund
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                                                                                                                  Defined Benefit Funds                                                            
         

                                                

Assets         
  Cash $6,410  $2,524  $290  $3  $171   $816   $10,214 

 
 Receivables 
          Accounts Receivable  $40,148   $15,896   $227  $116   $221  $0   $56,608      
          Due from Other Funds             1,391               22              7           0               0                0              1,420
    Total Receivables   $41,539   $15,918   $234   $116   $221   $0     $58,028
 
 
 Investments at fair value  
           US Stock Index Pool  $5,557,335   $2,193,697   $156,968  $0  $9,209  $0   $7,917,209   
          Bond Pool  4,437,241   1,751,552   125,331   24,900   3,219   94,807   6,437,050 
          US Stock Actively Managed Pool   2,776,187   1,095,869   78,414   19,094   36,934   391,456   4,397,954   
          Broad International Stock Pool  2,515,673   993,035   71,056   7,843   2,526   0   3,590,133  
          Alternative Investment Pool  2,300,707   908,179   64,984  0 0  0   3,273,870
          Money Market        365,166       142,997        10,953      2,432      6,380      16,983         544,911  
    Total Investments   $17,952,309   $7,085,329   $507,706   $54,269   $58,268   $503,246   $26,161,127  
  
 Securities Lending Collateral  $2,549,270   $1,006,274  $72,017  $7,737  $9,783  $0   $3,645,081 
     

 Capital Assets
        Equipment Net of 
             Accumulated Depreciation  $320   $0     $0      $0     $0     $0     $320   
        Property Net of 
             Accumulated Depreciation            6,934                 0                0              0              0                0              6,934 
      Total Capital Assets  $7,254   $0     $0      $0     $0     $0     $7,254 

     Total Assets $20,556,782   $8,110,045   $580,247   $62,125   $68,443   $504,062   $29,881,704 

Liabilities     
 Accounts Payable   $5,454   $4,764   $160   $13   $12   $504,062   $514,465   
 Payable to Other Funds  29   917   287   0   187   0   1,420   
 Securities Lending Collateral   2,549,270   1,006,274   72,017   7,737   9,783   0   3,645,081  
 Accrued Compensated Absences  886   0     0     0     0     0     886  
 Bonds Payable             5,994                0                0              0              0                0               5,994  
 
      Total Liabilities $2,561,633   $1,011,955   $72,464   $7,750   $9,982   $504,062   $4,167,846 

 Net Position Restricted 
 For Pensions  $17,995,149   $7,098,090   $507,783   $54,375   $58,461   $0     $25,713,858 

The accompanying notes are an integral part of the financial statements. 

Statement of Fiduciary Net Position
 As of June 30, 2016 (in thousands)

General Employees                  Police and Fire                    Correctional                                    Volunteer                  Defined Contribution            Agency Fund Other
         Fund                  Fund                       Fund         Firefighter Fund                       Fund                    Post Employment Benefits                   Total
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                                                                                                                  Defined Benefit Funds                                                            
         

                                                

Assets         
  Cash $6,410  $2,524  $290  $3  $171   $816   $10,214 

 
 Receivables 
          Accounts Receivable  $40,148   $15,896   $227  $116   $221  $0   $56,608      
          Due from Other Funds             1,391               22              7           0               0                0              1,420
    Total Receivables   $41,539   $15,918   $234   $116   $221   $0     $58,028
 
 
 Investments at fair value  
           US Stock Index Pool  $5,557,335   $2,193,697   $156,968  $0  $9,209  $0   $7,917,209   
          Bond Pool  4,437,241   1,751,552   125,331   24,900   3,219   94,807   6,437,050 
          US Stock Actively Managed Pool   2,776,187   1,095,869   78,414   19,094   36,934   391,456   4,397,954   
          Broad International Stock Pool  2,515,673   993,035   71,056   7,843   2,526   0   3,590,133  
          Alternative Investment Pool  2,300,707   908,179   64,984  0 0  0   3,273,870
          Money Market        365,166       142,997        10,953      2,432      6,380      16,983         544,911  
    Total Investments   $17,952,309   $7,085,329   $507,706   $54,269   $58,268   $503,246   $26,161,127  
  
 Securities Lending Collateral  $2,549,270   $1,006,274  $72,017  $7,737  $9,783  $0   $3,645,081 
     

 Capital Assets
        Equipment Net of 
             Accumulated Depreciation  $320   $0     $0      $0     $0     $0     $320   
        Property Net of 
             Accumulated Depreciation            6,934                 0                0              0              0                0              6,934 
      Total Capital Assets  $7,254   $0     $0      $0     $0     $0     $7,254 

     Total Assets $20,556,782   $8,110,045   $580,247   $62,125   $68,443   $504,062   $29,881,704 

Liabilities     
 Accounts Payable   $5,454   $4,764   $160   $13   $12   $504,062   $514,465   
 Payable to Other Funds  29   917   287   0   187   0   1,420   
 Securities Lending Collateral   2,549,270   1,006,274   72,017   7,737   9,783   0   3,645,081  
 Accrued Compensated Absences  886   0     0     0     0     0     886  
 Bonds Payable             5,994                0                0              0              0                0               5,994  
 
      Total Liabilities $2,561,633   $1,011,955   $72,464   $7,750   $9,982   $504,062   $4,167,846 

 Net Position Restricted 
 For Pensions  $17,995,149   $7,098,090   $507,783   $54,375   $58,461   $0     $25,713,858 

General Employees                  Police and Fire                    Correctional                                    Volunteer                  Defined Contribution            Agency Fund Other
         Fund                  Fund                       Fund         Firefighter Fund                       Fund                    Post Employment Benefits                   Total
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The accompanying notes are an integral part of the financial statements. 

                                                                                                                                   Defined Benefit Funds                                                                                                                            
                                                                   

     
  Additions       
   Contributions
      Employer    $459,978   $156,065   $16,490   $332   $1,965   $634,830    
      State of Minnesota  6,000     9,000  0     1,811 0   16,811     
      Member     375,291       95,172     11,008           0      1,779         483,250 
          Total Contributions   $841,269   $260,237   $27,498   $2,143   $3,744   $1,134,891 
 
   Investment Income
      Net Appreciation in Fair Value  
          of Investments  $(8,036) $(3,870) $554  $1,298 $1,020 $ (9,034)    
     Less Investment Expense    (24,011)      (9,498)   (661)       (44)      (55)    (34,269) 
         Net Investment Income   $(32,047)   $(13,368)  $(107)   $1,254  $965 $(43,303)  

 Income From Securities Lending Activities:
   Securities Lending Income   $18,886  $7,455  $534  $71  $57  $27,003 
         Securities Lending Expenses:        
           Borrower Rebates  (3,775)  (1,491)  (107)  0 (12)   (5,385) 
           Management Fees     (3,915)  (1,545)   (111)     0  (11)      (5,582) 
            Net Income From Securities Lending  $11,196  $4,419  $316  $71  $34  $16,036   

    Total Net Investment Income   $(20,851)   $(8,949)  $209   $1,325   $999   $(27,267)        
       
    Other Additions   $431  $3  $0  $20,401  $2 $20,837  

        Total Additions $820,849  $251,291 $27,707 $23,869  $4,745   $1,128,461 
 

  Deductions     
    Benefits   $1,359,176  $498,608  $9,381  $1,644  $0 $1,868,809   
    Refunds of Contributions  37,209   2,391   982   0   3,755  44,337    
    Administrative Expenses          11,110              906           292         132          189        12,629  

  Total Deductions $1,407,495   $501,905   $10,655   $1,776   $3,944   $1,925,775  

   Net Increase (Decrease)
   in Net Position
    $(586,646)  $(250,614) $17,052  $22,093  $801  $(797,314)  
  

  Net Position Restricted 
  For Pensions         
  

   Beginning of year  $18,581,795   $7,348,704   $490,731   $32,282   $57,660  $26,511,172  
 

   End of year $17,995,149   $7,098,090   $507,783   $54,375 $58,461  $25,713,858  

Statement of Changes in Fiduciary Net Position
  For the Fiscal Year Ended June 30, 2016 (in thousands)

General Employees                  Police and Fire                    Correctional                                           Volunteer                     Defined Contribution            
         Fund                  Fund                       Fund                Firefighter Fund                          Fund                                  Total
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                                                                                                                                   Defined Benefit Funds                                                                                                                            
                                                                   

     
  Additions       
   Contributions
      Employer    $459,978   $156,065   $16,490   $332   $1,965   $634,830    
      State of Minnesota  6,000     9,000  0     1,811 0   16,811     
      Member     375,291       95,172     11,008           0      1,779         483,250 
          Total Contributions   $841,269   $260,237   $27,498   $2,143   $3,744   $1,134,891 
 
   Investment Income
      Net Appreciation in Fair Value  
          of Investments  $(8,036) $(3,870) $554  $1,298 $1,020 $ (9,034)    
     Less Investment Expense    (24,011)      (9,498)   (661)       (44)      (55)    (34,269) 
         Net Investment Income   $(32,047)   $(13,368)  $(107)   $1,254  $965 $(43,303)  

 Income From Securities Lending Activities:
   Securities Lending Income   $18,886  $7,455  $534  $71  $57  $27,003 
         Securities Lending Expenses:        
           Borrower Rebates  (3,775)  (1,491)  (107)  0 (12)   (5,385) 
           Management Fees     (3,915)  (1,545)   (111)     0  (11)      (5,582) 
            Net Income From Securities Lending  $11,196  $4,419  $316  $71  $34  $16,036   

    Total Net Investment Income   $(20,851)   $(8,949)  $209   $1,325   $999   $(27,267)        
       
    Other Additions   $431  $3  $0  $20,401  $2 $20,837  

        Total Additions $820,849  $251,291 $27,707 $23,869  $4,745   $1,128,461 
 

  Deductions     
    Benefits   $1,359,176  $498,608  $9,381  $1,644  $0 $1,868,809   
    Refunds of Contributions  37,209   2,391   982   0   3,755  44,337    
    Administrative Expenses          11,110              906           292         132          189        12,629  

  Total Deductions $1,407,495   $501,905   $10,655   $1,776   $3,944   $1,925,775  

   Net Increase (Decrease)
   in Net Position
    $(586,646)  $(250,614) $17,052  $22,093  $801  $(797,314)  
  

  Net Position Restricted 
  For Pensions         
  

   Beginning of year  $18,581,795   $7,348,704   $490,731   $32,282   $57,660  $26,511,172  
 

   End of year $17,995,149   $7,098,090   $507,783   $54,375 $58,461  $25,713,858  

General Employees                  Police and Fire                    Correctional                                           Volunteer                     Defined Contribution            
         Fund                  Fund                       Fund                Firefighter Fund                          Fund                                  Total
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NOTE 1
Plan Description

A)  Organization
Established by the Minnesota Legislature 

in 1931, the Public Employees Retirement 
Association (PERA) of Minnesota administers 
pension plans that serve approximately 
329,000 current or former county, school and 
local public employees, their survivors, and 
dependents. Retirement plans administered by 
the Association provide a variety of retirement 
pensions, and survivor and disability benefits.  

PERA’s Board of Trustees is responsible for 
administering these plans in accordance with 
statutes passed by the Minnesota Legislature 
and has a fiduciary obligation to PERA’s mem-
bers, their governmental employers, the state, 
and its taxpayers.  PERA’s Board of Trustees 
is composed of 11 members. The state audi-
tor is a member by statute. Five trustees are 
appointed by the governor. Serving four-year 
terms, these five trustees represent cities, coun-
ties, school boards, retired annuitants, and the 
general public, respectively. The remaining five 
board members are elected by the PERA mem-
bership at large to serve four-year terms. Three 
trustees represent the general active mem-
bership, one represents Police and Fire Plan 
members, and one represents annuitants and 
benefit recipients. The next trustee election is 
scheduled for January 2019.  

The board appoints an executive director to 
serve as chief administrative officer of PERA.  With 
approval of the board, the director develops the 
annual administrative budget, determines staffing 
requirements, contracts for actuarial and other 
services, and directs the day-to-day operations 
of the Association.  The director also serves as a 
member of the State Investment Advisory Council, 
which advises the Minnesota State Board of 
Investment (SBI) on the management and invest-
ment of public pension funds and other assets. 

The following is a summary of the laws, reg-
ulations, and administrative rules governing the 
Public Employees Retirement Association retire-
ment plans and should not be interpreted as a 
comprehensive explanation thereof.  If there is 
any discrepancy between this summary and the 
laws governing PERA, the statutes and regula-
tions shall govern.

 
PERA is the administrator of five separate 

retirement plans and an agency fund that 
accounts for other post-employment benefits 
for participating employers.  Each plan has 
specific membership, contribution, benefit, and 
pension provisions.  

PERA administers three cost-sharing multi-
ple-employer retirement plans, the General 
Employees Retirement Plan (General Employees 
Plan accounted for in the General Employees 
Fund), the Public Employees Police and Fire 
Plan (Police and Fire Plan accounted for in 
the Police and Fire Fund), and the Public 
Employees Local Government Correctional 
Service Retirement Plan, called the Public 
Employees Correctional Plan (Correctional Plan 
accounted for in the Correctional Fund).  

In addition to the cost-sharing multiple-em-
ployer plans, PERA administers one agent mul-
tiple-employer retirement plan, the Statewide 
Volunteer Firefighter Retirement Plan (Volunteer 
Firefighter Plan accounted for in the Volunteer 
Firefighter Fund) and one multiple-em-
ployer defined contribution plan, the Public 
Employees Defined Contribution Plan (Defined 
Contribution Plan accounted for in the Defined 
Contribution Fund). PERA also administers an 
agency fund to track the investments placed in 
a trust by various entities with the SBI to cover 
future other postemployment benefit costs 
(OPEB).  

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2016
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•	 The General Employees Plan encom-
passes two plans — the PERA Coordi-
nated Plan and the PERA Basic Plan. 
The Coordinated Plan, created in 1968, 
provides retirement and other benefits 
in addition to those supplied by Social 
Security. Established in 1931, the Basic 
Plan was PERA’s original retirement 
plan and is not coordinated with the 
federal program. PERA’s Basic Plan was 
closed to new membership in 1968 with 
the creation of the Coordinated Plan.  
Today, fewer than ten Basic members 
remain active public employees.  The 
Minneapolis Employees Retirement 
Fund (MERF) was included in  the Gen-
eral Employees Plan in June 2010 as 
a separate division and was merged 
into the plan January 1, 2015. A tradi-
tional defined benefit plan, MERF was 
closed to new membership in 1979.  It 
encompasses employees of the City of 
Minneapolis, the Metropolitan Airports 
Commission, Minnesota State Colleges 
and Universities, and non-teaching per-
sonnel at Minneapolis schools. Annual 
state and employer appropriations of 
$37 million ensure the plan remains 
self-sustaining.  The active membership 
of the Minneapolis Employees Retire-
ment Fund is also small with less than 
20 members.  

•	 The Police and Fire Plan was created in 
1959 for police officers and firefighters 
not covered by a local relief association. 
It also encompasses all paid Minneso-
ta police officers and firefighters hired 
since 1980.  

•	 The Correctional Plan was established in 
1999 for correctional officers serving in 
county and regional adult and juvenile 
corrections facilities. Participants must be 
responsible for the security, custody and 
control of the facilities and their inmates. 

•	 The Defined Contribution Plan, created 
in 1987 to provide a retirement plan for 
personnel employed by public ambu-
lance services, has since been expanded 
to include physicians, city managers, 
and locally-elected public officials, 
except for county sheriffs.  Officials 
first elected to a governing body, such 
as a city council or county board after 
June 30, 2002, may only participate 
in PERA’s Defined Contribution Plan. 
Previously, such officials could elect 
Coordinated Plan participation as an 
alternative to the Defined Contribution 
Plan.  City managers may participate 
in the Defined Contribution Plan as an 
alternative to Coordinated Plan mem-
bership.

•	 The Volunteer Firefighter Plan, an agent 
multiple-employer defined benefit plan, 
was added to PERA’s list of plans in 
January 2010 with the creation of a 
lump-sum benefit retirement division.  
Effective January 2016, the Legislature 
added a monthly benefit retirement divi-
sion to the plan.  The plan is open to 
any municipal volunteer fire department 
or independent nonprofit firefighting 
corporation in the state.  The municipal-
ity or corporation determines the level 
of benefits offered. Funding is provided 
through Minnesota State Fire Aid (based 
on insurance premiums and adminis-
tered by the Minnesota Department of 
Revenue) and, if required, additional 
municipal contributions. As of June 30, 
2016, 112 volunteer fire departments 
have joined the plan.

•	 PERA’s Agency Fund, added in the 2008 
legislative session and established by 
Minnesota Statutes Section 471.6175, 
allows any political subdivision or other 
public entity that has an OPEB liability 
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to create a separate trust with SBI to pay 
future OPEB costs. Since PERA already 
had a reporting relationship with most 
governmental entities, the Association 
was asked to collect voluntary employer 
contributions and send the funds to the 
SBI.  The various entities are responsible for 
making sure any withdrawals are done 
in accordance with generally accepted 
accounting principles and Minnesota 
Statutes. They are also responsible for 
setting and paying benefits, for deter-
mining voluntary contribution amounts, 
and for handling any OPEB reporting 
requirements.  Entities may transfer their 
assets from PERA/SBI to a bank or insur-
ance company at any time.  As of June 
30, 2016, 22 different entities had assets 
worth $504 million in separate revoca-
ble and irrevocable trusts that will be 
used to pay OPEB costs in the future.  

The plans, including benefit provisions and 
the obligation to make contributions, are 
established and administered in accordance 
with Minnesota Statutes, Chapters 353, 353D, 
353E, 353G and 356.  These statutes also 
define financial reporting requirements.

B)  Participating Employers
PERA serves approximately 2,000 separate 

units of government in the General Employees 
Plan, 500 units of government in the Police and 
Fire Plan, 80 counties in the Correctional Plan, 
and 1,000 units of government in the Defined 
Contribution Plan.  These units of government 
are made up of counties, cities, townships, 
school districts, and other entities whose reve-
nues are derived from taxation, fees, or assess-
ments.  PERA also serves 112 fire departments 
and their sponsors.  The Defined Contribution 
Plan serves any local unit of government whose 
current or former elected officials elect to par-
ticipate.  The Defined Contribution Plan also 

serves any publicly-operated ambulance service 
that receives an operating subsidy from a gov-
ernmental entity and elects to participate in the 
plan.  

C)  Participating Members
PERA has approximately 166,000 active 

members. With certain statutory exceptions, an 
employee performing personal services for a 
governmental employer whose salary is paid, 
in whole or in part, from revenues derived from 
taxation, fees, assessments, or other sources, 
is a member of PERA.  Plan participation is 
dependent on the occupation of the member.  

The General Employees Plan covers employ-
ees of counties, cities, townships and employees 
of schools in non-certified positions throughout 
the State of Minnesota.  The Police and Fire 
Plan, originally established for police officers 
and firefighters not covered by a local relief 
association, now covers all police officers and 
firefighters hired since 1980.  Effective July 
1, 1999, the Police and Fire Plan also covers 
police officers and firefighters belonging to a 
local relief association that elected to merge 
with and transfer assets and administration to 
PERA. The Correctional Plan covers employees 
in county correctional institutions who have 
direct contact with inmates. The Volunteer 
Firefighter Plan covers approximately 2,600 
volunteer firefighters whose fire departments 
elected to be covered by PERA. Coverage under 
the Defined Contribution Plan is open to elect-
ed local government officials (except elected 
county sheriffs), emergency medical service 
personnel employed by or providing service to 
any of the participating ambulance services, 
and physicians employed at public facilities.  
Elected officials and ambulance personnel who 
are covered by a public or private pension plan 
because of their employment are not eligible to 
participate in the Defined Contribution Plan.  At 
June 30, 2016, there were 7,723 members in 
the Defined Contribution Plan.

Notes to the Financial Statements
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D)  Benefit Provisions - 
     Defined Benefit Annuity Plans

PERA’s defined benefit plans are tax quali-
fied plans under Section 401(a) of the Internal 
Revenue Code. PERA provides retirement 
benefits as well as disability benefits to mem-
bers, and benefits to survivors upon death of 
eligible members.  Members of the General 
Employees, Correctional, and Police and Fire 
plans hired prior to July 1, 2010, are vested for 
retirement benefits after 36 months of public 
service.  The vesting requirement for individuals 
hired after June 30, 2010, is 60 months. Police 
and Fire Plan members enrolled after June 30, 
2014, have a vesting period of 10 years (120 
months).

Retirement benefits are based on a mem-
ber’s highest average salary for any five suc-
cessive years of allowable service, age, and 
years of credit at termination of service.  A 
reduced retirement annuity is also available 
to eligible members seeking early retirement.  
Members of PERA’s defined benefit plans 
receive one service credit for each month for 
which they are paid.  Individuals may earn a 
maximum of 12 service credits per year. Salary 
used in retirement and disability benefit cal-
culations is the average monthly salary over 
an individual’s highest-paid 60 consecutive 
months of public service (high-five salary), or 
all months of service if less than 60.

 

  Figure 1: PERA Membership — Defined Benefit Plans
                                                                       General            Police                                Volunteer
                 Employees        and Fire      Correctional     Firefighter          Total
Retirees and beneficiaries 
   receiving benefits   94,288  10,352  967 79 105,686  
Terminated employees     
   entitled to benefits/refunds     
   but not yet receiving them:     
        Vested   52,516   1,490  2,755   928 57,689     
        Non-Vested  132,416  1,059   2,359  0  135,834   
Current, active employees:     
        Vested   90,491   9,088  2,251   201 102,031    
        Non-Vested    58,254   2,310   1,576 1,438   63,578 
    Total     427,965   24,299   9,908  2,646  464,818

Shown in Figure 1 below are the member-
ship totals in PERA’s multi-employer defined 
benefit plans as of June 30, 2016.
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Members of the PERA General Employees, 
Correctional, and Police and Fire plans may 
select from several types of retirement benefits. 

Single-Life Pension — A Single-Life Pension 
is a lifetime annuity that ceases upon the death 
of the retiree. No survivor benefit is payable. 

Survivor Options — Upon retirement, mem-
bers may choose from one of four survivor 
options. All of these pensions are payable for 
the lifetime of the retiree. At the time of the 
retiree’s death, the designated survivor begins 
to receive monthly benefit payments at varying 
levels for his or her lifetime. Depending on the 
survivor option chosen by the member, sur-
vivor payments are at a 25, 50, 75 or 100% 
level of that received by the member. Selection 
of a survivor option will result in a reduction 
in the amount of the pension from the sin-
gle-life pension level. The amount of the reduc-
tion depends on the age of both the retiring 
member and the survivor. All survivor pension 
options incorporate an “automatic bounce 
back” feature. This returns the amount of the 
pension to the level of the single-life benefit in 
the event the designated survivor predeceases 
the retiree. The cost of this protection is borne 
by the funds, not by the retiree.

Deferred Pension — A vested member who 
terminates public service may leave contribu-
tions in the fund(s) in which he or she partici-
pated and qualify for a pension at retirement 
age. The benefit amount, calculated as of the 
date of termination, will increase at a rate of 
1% per year, compounded annually, for mem-
bers who terminated public service prior to 
January 1, 2012. There is no benefit growth for 
members terminating service thereafter.  

Combined Service and Proportionate 
Pensions — Retiring members may elect 
to combine service in a PERA-covered posi-
tion with service in any of the other eligible 
Minnesota pension funds and qualify for a 

retirement benefit from each fund in which they 
participated. These funds are designated by 
statute. Vested members qualify for a combined 
service pension if they have six or more months 
of service in each fund and have not begun to 
receive a benefit from any of the designated 
funds.  Pensions are based upon the formula 
of each fund and the member’s average salary 
over the five highest-paid years of service, no 
matter when it was earned.

Public employees who retire at or over their 
Social Security full retirement age with between 
one and ten years of service in one or more 
designated funds may qualify for a proportion-
ate pension. Benefits are paid by each applica-
ble fund in which the employee has credit and 
are based upon the formula of each fund and 
the member’s average salary during the period 
of service covered by that fund.

General Employees Plan
The General Employees Plan is governed 

by Minnesota Statutes Chapter 353. Benefits 
for plan members hired prior to July 1, 2010, 
vest after three years of credited service. Plan 
members first hired after June 30, 2010, vest 
after five years of credited service. General 
Employees Plan members belong to either 
the Basic or Coordinated Plan. Coordinated 
members are covered by Social Security and 
Basic members are not. All new General 
Employees Plan members must participate in 
the Coordinated Plan.  Two methods are used 
to compute benefits for Coordinated and Basic 
members.  The retiring member receives the 
higher of a step-rate benefit accrual formula 
(Method 1) or a level accrual formula (Method 
2). Members hired prior to July 1, 1989 receive 
the higher of the two calculated amounts.  Only 
Method 2 is used for members hired after June 
30, 1989. 

Notes to the Financial Statements
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Under Method 1, the annuity accrual rate for 
Basic members is 2.2% of average salary for 
each of the first ten years of service and 2.7% 
for each remaining year.  For a Coordinated 
member, the annuity accrual rate is 1.2% of 
average salary for each of the first ten years 
of service and 1.7% for each remaining year.    
Using this calculation, members are eligible 
for a full (unreduced) retirement annuity if they 
are age 65 or over with at least one year of 
public service or their age plus years of public 
service equal 90 (Rule of 90). A reduced retire-
ment annuity is payable as early as age 55 
with three or more years of service. The reduc-
tion is 0.25% for each month under age 65. 
A member with 30 or more years of service 
may retire at any age with the 0.25% reduction 
made from age 62 instead of 65. For General 
Employees Plan members whose annuity is 
calculated using Method 1, a full annuity is 
available when age plus years of service equal 
at least 90.

Under Method 2, the annuity accrual rate 
is 2.7% of average salary for Basic members 
and 1.7% for Coordinated members for each 
year of service. This calculation provides for 
unreduced retirement benefits at age 65 for 
members first hired prior to July 1, 1989, and 
at the age for unreduced Social Security bene-
fits, capped at age 66, for those first hired into 
public service on or after that date. Early retire-
ment results in an actuarial reduction with aug-
mentation (about 6% per year) for members 
retiring prior to full retirement age. 

The annuity accrual rate for former MERF 
members is 2.0% of average salary for each of 
the first ten years of service and 2.5% for each 
remaining year. MERF members may choose 
a death benefit option with the death benefit 
being at least $500 and not more than one-
half the value of the employee’s total retire-
ment benefit.

Police and Fire Plan
The Police and Fire Plan is established in 

Minnesota Statutes Chapter 353.  Benefits for 
plan members hired prior to July 1, 2010, vest 
after three years of credited service. Plan mem-
bers first hired after June 30, 2010, but before 
July 1, 2014, vest on a prorated basis from 
50% after five years up to 100% after ten years 
of credited service.  Benefits for plan mem-
bers first hired after June 30, 2014, vest on 
a prorated basis from 50% after ten years up 
to 100% after twenty years of credited service.  
The annuity accrual rate is 3% of average sala-
ry for each year of service.  

A full unreduced pension is earned when 
members meet the following conditions: age 
55 and vested or age plus years of service 
equal at least 90 if first hired prior to July 1, 
1989. A reduced retirement annuity is available 
to members between the ages of 50 and 55. 
Under legislation enacted in the 2013 session 
of the Legislature, the reduction for Police and 
Fire plan early retirement began increasing 
incrementally in July 2014.  It will culminate in 
a 5% per year reduction in 2019.

Correctional Plan
The Correctional Plan is governed by 

Minnesota Statutes Chapter 353E. Benefits for 
plan members hired prior to July 1, 2010, vest 
after three years of credited service. Members 
first hired after June 30, 2010, vest on a pro-
rated basis from 50% after five years up to 
100% after ten years of credited service.  The 
annuity accrual rate is 1.9% of average salary 
for each year of service in that plan.  

 A full, unreduced pension is earned at age 
55  when members meet the following condi-
tions: three or more years of service, five years 
if hired after June 30, 2010, or age plus years 
of service total at least 90 if hired prior to July 
1, 1989. An actuarial reduction with augmen-
tation is made in a member’s benefit for retire-
ment prior to qualification for an unreduced 
pension. 
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Post Retirement Increases
Post retirement increases of 1% (2.5% for 

Correctional Plan) are given each year to annu-
itants who have been receiving a benefit for 
at least 12 months (36 months for Police and 
Fire plan annuitants whose benefits were effec-
tive after June 1, 2014). If the market value of 
assets equals or exceeds 90% of the actuarial 
accrued liability in the two most recent consecu-
tive actuarial valuations for each plan, the post 
retirement increase will increase to 2.5% for 
annuitants in that plan.

The benefit provisions stated in the preceding 
paragraphs of this section are current provi-
sions and apply to active plan participants.  
Vested, terminated employees who are entitled 
to benefits but are not receiving them yet are 
bound by the provisions in effect at the time 
they last terminated their public service.  

E)  Benefit Provisions – Volunteer     
     Firefighter Plan 
   The Volunteer Firefighter Plan is established 
and administered in accordance with Minnesota 
Statutes, Chapter 353G.  Members of the 
Volunteer Firefighter Plan are vested after five 
years. The plan includes a lump-sum retirement 
division first available on January 1, 2010, 
and a monthly benefit retirement division.  The 
lump-sum retirement division account is funded 
by fire state aid, investment earnings and (if 
necessary) employer contributions.  Members 
do not contribute to the plan.  Benefits are 
paid based on the number of years of service 
multiplied by a benefit level chosen by the 
entity sponsoring the fire department from 71 
possible levels ranging from $500 per year 
of service to $7,500 per year of service.  Plan 
provisions include a pro-rated vesting schedule 
that increases from 5 years at 40% through 20 
years at 100%.  

Established by the Minnesota Legislature in 
2015, coverage by the monthly benefit retire-
ment division may only be elected if the vol-
unteer firefighters are covered by a monthly 
benefit volunteer firefighter relief association 
governed by Minnesota Statutes Chapter 
424A.

The service pension amount for the firefight-
ers of a fire department covered by the monthly 
benefit retirement division of the retirement 
plan is the amount specified in the retirement 
benefit plan document applicable to the fire 
department.

F)  Benefit Provisions – Defined      
     Contribution Plan

The Defined Contribution Plan is a tax qual-
ified plan under Section 401(a) of the Internal 
Revenue Code and all contributions by or on 
behalf of employees are tax deferred until time 
of withdrawal.  The plan is established and 
administered in accordance with Minnesota 
Statutes, Chapter 353D.

Since the Defined Contribution Plan consists 
of individual accounts paying a lump-sum 
benefit, there are no vesting requirements for 
member or employer contributions and earn-
ings. Plan benefits depend solely on amounts 
contributed to the plan plus investment earn-
ings, less administrative expenses.  Employer 
and employee contributions are combined 
and used to purchase shares in one or more 
of the seven accounts of the Minnesota 
Supplemental Investment Fund administered 
by the SBI.  Investment options include the 
Broad International Stock Fund, U.S. Stock 
Actively Managed Fund, U.S. Stock Index Fund, 
Balanced Fund, Bond Fund, Stable Value Fund, 
and Money Market Fund.  PERA receives 2.0% 
of employer contributions paid during the year, 
plus twenty five-hundredths of 1% (0.25%) of 
the assets in each member’s account each year 
for administering the plan.

Notes to the Financial Statements



39Financial Section  |  PERA 2016 Comprehensive Annual Financial Report 

Fi
n

a
n

ci
a
l 

Se
ct

io
n

At the time of retirement or termination, 
PERA distributes the market value of a mem-
ber’s account to the member or transfers it to 
another qualified plan or individual retirement 
account.  Upon the member’s death, PERA dis-
tributes the value of the account to the mem-
ber’s designated beneficiary.

G) Earnings Limitation
Retirees who return to work in a PERA-

covered position are subject to the same earn-
ings limitations as Social Security recipients.  
Benefits are reduced if these limits are exceed-
ed, with the amount held in escrow.  The retir-
ee may request repayment of these funds one 
year after leaving the position. If reemployment 
extends through the end of a calendar year, the 
deductions from that year may be reclaimed 
one year later. 

The earnings limitation only applies to 
PERA-covered employment.  Self or private 
employment and elected official service will 
result in no benefit reduction for retirees.  
Earnings limits are waived for Coordinated 
Plan members who begin receiving benefits 
under a Phased Retirement Agreement. Phased 
Retirement allows members age 62 and above 
to begin receiving a pension without termina-
tion of public service if they accept a reduc-
tion in hours worked to less than 1,044 per 
year.  The agreements can be up to one year 
in length and can be renewed for up to five 
years.  The program is scheduled to sunset in 
2019.   Because they only provide lump-sum 
benefits, the Defined Contribution Plan and 
the Volunteer Firefighter Plan have no earnings 
limits. 

H) Disability Benefits
Members may be eligible for benefits from 

PERA if they are unable to work because of 
a physical or mental disability. Disability is 
defined by statute, and PERA may require peri-
odic medical examinations of those receiving 
these benefits.

Disability benefit calculations are based upon 
years of service and average high-five salary 
for Coordinated Plan members.  For Police and 
Fire Plan members, there is a minimum bene-
fit of 60% of salary if disabled while engaged 
in hazardous activities related to the occu-
pation.  The minimum duty-related disability 
benefit is 47.5% for Correctional Plan mem-
bers. Disability under any other circumstances 
results in a minimum benefit of 45% of salary 
for Police and Fire Plan members and 19% for 
Correctional Plan members.  A duty disability 
benefit will only be awarded if the disabling 
event occurred while the member was engaged 
in hazardous activities inherent to the occupa-
tion.  

Coordinated Plan members qualify for dis-
ability when vested for a retirement benefit, 
and by meeting the statutory definition. Police 
and Fire and Correctional plan members qual-
ify by meeting the definition with one or more 
years of service if disabled outside the line of 
duty. If disabled in the line of duty, there is no 
minimum service requirement. 

Neither the Defined Contribution Plan nor the 
Volunteer Firefighter Plan has specific disability 
benefits.  However, the Defined Contribution 
Plan does allow for monthly benefit payments 
until the account balance is exhausted. 

I) Survivor Benefits
PERA also provides survivor (death) benefits 

for families of members who qualify for such 
coverage should they die before commencing 
retirement benefit payments. The qualifications 
and types of benefits vary with each plan.
As of August 1, 2013, Minnesota recognizes 
same-sex marriage. PERA’s governing statutes 
make no distinction concerning the gender of 
a spouse, and the agency therefore follows the 
state’s definition of a valid marriage.  
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A lifetime survivor benefit is available 
to the surviving spouse of a Coordinated, 
Correctional, or Police and Fire plan member. 
For Police and Fire Plan members, this ben-
efit is based on either 50% of the average of 
the full-time monthly base salary rate in effect 
during the last six months of allowable service 
or a formula using the member's total years of 
service, high-five salary age at death and age 
of the spouse. The surviving spouse benefit for 
Coordinated and Correctional plan members 
is only based on the formula. This benefit is 
payable to the spouse of a deceased mem-
ber for life, even upon remarriage. Automatic 
lifetime survivor benefits are also available to 
the spouse of Police and Fire Plan members 
who suffer total and permanent duty disability.  
Survivor benefits for other disabled members 
are only available if the member chooses a 
survivor option to their disability benefit.

For the surviving spouse of a Coordinated or 
Correctional plan member, there are alterna-
tive term-certain benefits of 10, 15, or 20 years 
duration. The monthly payment, however, may 
not exceed 75% of the member’s average high 
five-year salary. Survivor benefits are immedi-
ately suspended for any survivor charged with 
causing the death of an Association member.  
The benefit is permanently revoked upon con-
viction of such a crime.  

Dependent children of active or disabled 
Police and Fire Plan members are eligible for 
benefits until age 18, or age 23 if full-time 
students. In this case, the maximum family ben-
efit is 70% of the member’s average monthly 
salary.  If a Coordinated or Correctional plan 
member dies and there is no surviving spouse, 
any children under age 20 qualify to receive a 
monthly term-certain benefit. 

Instead of a monthly benefit, the surviving 
spouse, if a designated beneficiary, may elect 
a refund of any remaining employee contribu-
tions in the account, plus interest. However, a 
refund may not be elected if there are depen-
dent children who are eligible for benefits.

The Volunteer Firefighter Plan provides for 
payment of the member’s accrued benefits to 
a surviving spouse or, if none, to minor chil-
dren or, finally, the member’s estate, based on 
retirement at age 50.   Similarly, the Defined 
Contribution Plan provides for payment of the 
account balance to beneficiaries.  

J) Refunds
Refunds of contributions are available at any 

time to members who terminate public service 
and have not yet begun receiving a pension.  
The refund includes employee contributions 
plus 4% interest, compounded annually.  

A refund of member contributions plus inter-
est may also be elected by the designated 
beneficiary of a member or former member 
who dies before reaching retirement. If there 
is no beneficiary, payment is made to the sur-
viving spouse or, if none, to the estate of the 
deceased member or former member.   

If a retiree and designated survivor, if any, die 
before all employee contributions are paid in 
the form of a pension or benefits, the remain-
ing balance would be paid in the same manner 
outlined for beneficiaries.  No interest is paid 
to beneficiaries on the balance in an account if 
the member was receiving retirement benefits.  

Notes to the Financial Statements
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A former member who has received a refund 
may repay all or a portion of the refund after 
having reentered public service for a minimum 
of six months.  This restores forfeited service.  
Interest charged on repayment is 8.5%, com-
pounded annually until June 30, 2015, and 
8% thereafter.

NOTE 2
Summary of Significant 
Accounting Policies

A)  Reporting Entity
PERA functions as a separate statutory entity. 

The Association maintains rights to sue or be 
sued in its own name and to hold property in 
its own name.  For financial reporting purpos-
es, PERA is considered a pension trust fund 
of the State of Minnesota and is included in 
the State’s Comprehensive Annual Financial 
Report with its fiduciary funds.  PERA does not 
have any component units.

B)  Basis of Presentation and Basis      
     of Accounting

The accompanying financial statements are 
prepared in accordance with accounting prin-
ciples generally accepted in the United States 
of America (GAAP) that apply to governmen-
tal accounting for fiduciary funds.  Financial 
statements for all funds are prepared using the 
accrual basis of accounting.  Employee and 
employer contributions are recognized as rev-
enues when due, pursuant to formal commit-
ments and statutory requirements.  Expenses 
are recorded when the corresponding liabilities 
are incurred, regardless of when payment is 
made.  Benefits and refunds are recognized 
when due and payable in accordance with the 
terms of each plan.  

The preparation of financial statements in 
conformity with GAAP requires management 
to make estimates and assumptions that affect 
the reported amounts of assets, liabilities, rev-
enue and expenses.  Actual results could differ 
from those estimates.

During the year ended June 30, 2016, 
PERA adopted the following standards of 
the Governmental Accounting Standards 
Board (GASB):  GASB Statement No. 72, Fair 
Value Measurement and Application; GASB 
Statement No. 73, Accounting and Financial 
Reporting for Pensions and Related Assets That 
Are Not within the Scope of GASB Statement 
68 and Amendments to Certain Provisions of 
GASB Statements 67 and 68; GASB Statement 
No. 76, The Hierarchy of Generally Accepted 
Accounting Principles for State and Local 
Governments;  and GASB Statement No. 82, 
Pension Issues.

GASB Statement No. 72 requires disclosures 
to be made about fair value measurements, 
the level of fair value hierarchy, and valuation 
techniques.  Information about fair value mea-
surements is presented in Note 3 A.  GASB 
Statement No. 73 primarily clarified certain 
specific provisions of GASB Statements 67 and 
68.  GASB Statement No. 82 requires that the 
measure of payroll presented in schedules of 
required supplementary information should be 
covered payroll, i.e. the payroll on which con-
tributions are based.  

C)  Cash
For PERA’s defined benefit and defined con-

tribution plans, cash includes cash on deposit 
in the state’s treasury, which is commingled 
with other state funds.  Cash on deposit con-
sists of year-end receipts not yet processed as 
of the investment cutoff on June 30.  In the 
Agency Fund, cash consists of recent receipts 
held by the SBI that have not yet been invested 
in one of the three investment pools available. 
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D)  Receivables
Accounts receivable represents plan member 

and employer contributions which are received 
after fiscal year-end for services rendered prior 
to fiscal year-end.  For the General Employees 
Fund, the receivable also includes an employer 
supplemental contribution of $31 million billed 
in fiscal year 2016 but not due from employers 
until fiscal year 2017.

Due from Other Funds represents the real-
location of administrative expenses, which is 
done annually in August once the fiscal year’s 
expenses have been finalized.

E)  Investments
Pursuant to Minnesota Statutes, Section 

11A.04, the state’s retirement plan assets are 
commingled in various pooled investment 
accounts, administered by SBI.  As of June 30, 
2016, the participation shares in the combined 
retirement fund at fair value totaled approxi-
mately 31.1% for the General Employees Fund, 
12.3% for the Police and Fire Fund, and 0.9% 
for the Correctional Fund.  

SBI is made up of Minnesota’s governor, state 
auditor, secretary of state and attorney general.  
The authority for establishing and amending 
investment policy decisions is granted to the 
SBI in Minnesota Statutes, Section 11A.04.  The 
Legislature has also established a 17-member 
Investment Advisory Council (IAC) to advise 
the Board and its staff on investment-related 
matters.  PERA’s executive director is a perma-
nent member of the IAC.  Minnesota Statutes, 
Section 11A.24, broadly restricts retirement 
fund investments to obligations and stocks of 
United States and Canadian governments, their 
agencies and their registered corporations; 
short term obligations of specified high quality; 
restricted participation as a limited partner in 
venture capital, real estate or resource equity 
investments; restricted participation in regis-

tered mutual funds; and some qualified foreign 
instruments.  Short-term investment securities 
include investments that have high credit qual-
ity and are highly liquid.  The securities have 
a low-risk, low-return profile and include U.S. 
Government Treasury bills, bank certificates of 
deposit, bankers’ acceptances, corporate com-
mercial paper, and other money market instru-
ments.

Investments in the pooled accounts, includ-
ing assets of the Defined Contribution Fund 
and the Agency Fund, are reported at fair 
value.  Fair value is the proportionate share of 
the combined market value of the investment 
portfolio of the SBI investment pool in which 
the funds participate. All securities within the 
pools are valued at fair value except for U.S. 
Government short-term securities and com-
mercial paper, which are valued at market less 
accrued interest. Accrued interest is recognized 
as short-term income. SBI values long-term 
fixed income securities by using the Financial 
Times Interactive Data Services valuation 
system. This service provides prices for both 
actively traded and privately placed bonds. For 
equity securities, SBI uses a valuation service 
provided by Reuters and market value is the 
last reported sales price for securities traded on 
national or international exchanges. If a secu-
rity is not actively traded, then the fair value is 
based on the analysis of financial statements, 
analysis of future cash flows and independent 
appraisals.

Assumptions made in valuing securities are 
as follows:

•	 Values of actively traded securities deter-
mined by recognized exchanges are 
objectively negotiated purchase prices 
between willing buyers and sellers and 
are not subject to either undue influence 
or market manipulation.

Notes to the Financial Statements
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•	 Values of securities not actively traded 
are determined by objective appraisals 
by qualified professional analysts whose 
results would not vary materially from 
those of other similarly qualified profes-
sionals.  The fair value of investments 
is based upon valuations provided by 
a recognized pricing service.  Securi-
ties traded on a national or interna-
tional exchange are valued using the 
last reported trade price.  Short-term 
investments are reported at cost, which 
approximates fair value.  The fair value 
of real estate investments is based on 
independent yearly appraisals.  Invest-
ments that do not have an established 
market are reported at estimated fair 
value.

The SBI made no significant changes to their 
investment policies during fiscal year 2016.

Information about the primary government’s 
(State of Minnesota) investments, including 
credit risk classification, can be obtained 
from Minnesota Management & Budget, 400 
Centennial Building, 658 Cedar Street, Saint 
Paul, Minnesota 55155.  

Investment income is recognized as earned.  
Accrued investment income of the pooled 
investment accounts is included in participation 
in the accounts.  Gains and losses on sales or 
exchanges are recognized on the transaction 
date.

For financial reporting purposes, the cost of 
security transactions is included in the trans-
action price.  Investment expenses include 
administrative expenses of the SBI to manage 
the state’s investment portfolio and investment 
management fees paid to the external money 
managers and the state’s master custodian for 
pension plan assets.  These expenses are allo-
cated to the funds participating in the pooled 
investment accounts.  Information on specific 
investments owned by the pooled accounts, 
investment activity, currency risk, interest rate 
risk, and a detailed schedule of fees and com-
missions by brokerage firm, along with the 
number of shares traded, total commissions, 
and commissions per share for the pooled 
investment accounts may be obtained from 
the Minnesota State Board of Investment at the 
Retirement Systems of Minnesota Building, 60 
Empire Drive, Suite 355, Saint Paul, Minnesota 
55103.

Asset Allocation.  The SBI has an asset 
allocation policy which is based on investment 
objectives and the expected long-term perfor-
mance of the capital markets. The most recent 
target asset allocation was approved by the 
Board in December 2008, and is shown in   
Figure 2.

Figure 2:  Target Asset Allocation
        
Asset Class                            Target Allocation

Domestic Stocks  45%

International Stocks  15%

Bonds/Fixed Income  18%

Alternative Assets  20%

Unallocated Cash  2%
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Rate of Return.  The money-weighted rate of 
return expresses investment performance, net 
of investment expense, adjusted for the actual 
cash flows that took place during the perfor-
mance period.  Since PERA’s various funds 
have different cash flows throughout the year, 
they have different money-weighted rates of 
return.  The money-weighted rate of return for 
each fund is presented in Figure 3.

F)  Capital Assets
    Capital assets, generally assets with a cost 
in excess of $30,000 and a useful life greater 
than one year, are capitalized at cost at the 
time of acquisition (see Note 4).  Depreciation 
is computed on a straight-line basis over the 
estimated useful life of the related assets.  The 
estimated useful lives are three to ten years for 
furniture and equipment, and forty years for 
the building.  PERA’s threshold for intangible 
assets is $1,000,000.  PERA did not have any 
intangible assets in fiscal year 2016.

G)  Accrued Compensated                    
     Absences

PERA’s employees accrue vacation leave, sick 
leave and compensatory leave at various rates 
within limits specified in collective bargaining 
agreements. Accumulated amounts for com-
pensated absences are accrued when incurred.  
Such leave is liquidated in cash primarily at the 
time of termination of employment. The total 
liability at June 30, 2016, is $886,166. Of this, 
$88,092 is considered a short-term liability and 
$798,074 is considered a long-term liability.  
The total decreased by $1,152 during fiscal 
year 2016.

H)  Administrative Expenses
PERA’s administrative expenses are paid 

during the year from the General Employees 
Fund.  At year-end, a portion of the expenses 
are allocated to the Police and Fire Fund and 
the Correctional Fund, based on member-
ship counts.  The Defined Contribution Fund 
reimburses the General Employees Fund to 
the extent of fees collected for recovery of 
administrative costs.  The Volunteer Firefighter 
Fund reimburses the General Employees Fund 
$30 per firefighter.  The applicable amounts 
are reported as expenses and reported on the 
Statement of Fiduciary Net Position as a pay-
able to other funds or due from other funds.  
Administrative costs are funded from investment 
income for the defined benefit plans.

Figure 3:  Money-weighted Rate of Return
        
Fund                                   Fiscal Year 2016

General Employees Fund  -0.07%

Police and Fire Fund  -0.09%

Correctional Fund  0.08%

Volunteer Firefighter Fund  2.82%

Notes to the Financial Statements
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NOTE 3
Deposits and Investment
Risk Disclosures

A) Fair Value Reporting
GASB Statement No. 72, Fair Value 

Measurement and Application, sets forth the 
framework for measuring the fair value of 
investments based on a hierarchy of valuation 
inputs. The hierarchy has three levels:

Level 1: Quoted prices (unadjusted) in active 
markets for identical assets or liabilities that the 
reporting entity can access at the measurement 
date. 

Level 2: Inputs other than quoted prices 
included in Level 1 that are observable for the 
asset or liability, either directly or indirectly.  
Inputs for Level 2 include: 

• Quoted prices for similar assets or        
 liabilities in active markets;

• Quoted prices for identical or similar  
 assets or liabilities in inactive markets;

• Inputs other than quoted prices that  
 are observable for the asset or liability;  
 and

• Inputs derived principally from or      
 corroborated by observable market data  
 by correlation or other means.

Level 3: Unobservable inputs for the asset 
or liability. Unobservable inputs reflect the SBI’s 
assumptions about the inputs that market par-
ticipants would use in pricing an asset or lia-
bility.  In Figure 4 on the following page, Level 
3 investments primarily consist of assets where 
the asset is distressed, or there is not an active 
market.   

All non-cash investments, including deriv-
ative investments that are not hedging deriv-
atives, are required to be measured at fair 
value on a recurring basis. The SBI maintains 
investment pools that participants can invest 
in; participants own a proportionate share 
of the investment pools. The fair value of the 
investment pools is priced daily by the SBI 
custodian, when a daily price is available, by 
using independent pricing sources.

Cash and short term investments are not 
leveled under GASB Statement No. 72, 
and therefore are not included in Figure 4.  
Investments that do not have a readily deter-
minable fair value are measured using the net 
asset value (NAV) per share (or its equivalent) 
as a practical expedient, and are not classified 
in the fair value hierarchy.  

The fair value of the assets measured at 
NAV has been determined using the March 
31, 2016, values, adjusted for cash flows. The 
investments measured at NAV are typically 
not eligible for redemption. Distributions are 
received as underlying investments when the 
funds are liquidated, which occur over the life 
of the investment. The SBI has 21 investments 
that are valued at NAV that are currently in 
the liquidation mode, totaling 1.5% of the 
NAV value. PERA’s proportionate share of the 
unfunded commitments to the investments val-
ued at NAV totals $2,393,618,578. 

Explanations of investment types follow 
Figure 4.
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Equity Investments
Common Stock: Securities representing equi-

ty ownership in a corporation, providing voting 
rights, and entitling the holder to a share of the 
company's success through dividends and/or 
capital appreciation.

Real Estate Investment Trust (REIT): An 
investment pool established by a group of inves-
tors for the purpose of investing in real estate or 
mortgages. REITs are generally exempt from fed-
eral taxes, provided that 95% of earned income 
is distributed and that the various investors are 
not treated differently.

Figure 4:  Fair Value of PERA Investments (in thousands)    

As of June 30, 2016    

 
Equity Investments           Fair Value    Level 1     Level 2     Level 3
Common Stock $14,832,158 $14,819,026 $12,709 $423
Real Estate Investment Trust 558,578 558,561 0 17
Other Equity 262,513 228,484 33,999 29
Equity Total $15,653,249 $15,606,071 $46,709 $469
    
Fixed Income Investments    
Government Issues $3,639,488 $0 $3,623,587 $15,901
Corporate Bonds 2,244,414 0 2,244,414 0
Mortgage-Backed Securities 632,262 0 631,309 953
Asset-Backed Securities 315,516 0 313,669 1,848
Other Debt Instruments 7,461 0 7,461 0
Fixed Income Total $6,839,142 $0 $6,820,441 $18,701
    
Investment Derivatives - Options $(56) $(56) $0 $0
Total Investments by Fair Value $22,492,335 $15,606,015 $6,867,150 $19,170

                                                                                                                   Unfunded
Investments Measured at the Net Asset Value (in thousands)          NAV             Commitments 
Private Equity $2,015,118 $1,422,957  
Real Estate 267,976 200,890  
Resource 505,486 436,587  
Yield Oriented 401,987 333,185  
NAV total $3,190,567 $2,393,619 
    

Other Equity: Includes Preferred Stock, 
Depository Receipts, Limited Partnership 
Units, Common Stock Units, and Mutual 
Funds

Fixed Income Investments
Asset-Backed Securities: Bonds or notes 

back by financial assets, including auto 
loans and credit card receivables.

Mortgage-Backed Securities: An asset-
backed security that is secured by a mort-
gage or collection of mortgages.  The mort-
gages are sold to a government agency or 
investment bank that will package the loans 
together into a security that can be pur-
chased by investors. 

Notes to the Financial Statements
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Corporate Bonds: Debt obligations issued by 
corporations as an alternative to offering equity 
ownership by issuing stock. Like most municipal 
bonds and Treasuries, most corporate bonds pay 
semi-annual interest and promise to return their 
principal when they mature.  Maturities range 
from 1 to 30 years.

Government Issue: Securities or bonds 
issued by any of the fifty states, the territories 
and their subdivisions, counties, cities, towns, 
villages and school districts, agencies (such as 
authorities and special districts created by the 
states), and certain federally sponsored agencies 
such as local housing authorities.

Other Debt Instruments: Includes Short Term 
Investment Funds (STIF) type instruments.

Investment Derivatives: Options – Futures. 
A contract that gives the holder the right to buy 
from or sell to the writer a specified amount of 
securities at a specified price, good for a speci-
fied period of time.

Investments Measured at 
Net Asset Value (NAV)

Private Equity: The private equity investment 
strategy is to establish and maintain a broadly 
diversified private equity portfolio composed of 
investments that provide diversification by indus-
try type, stage of corporate development and 
location. The SBI has 112 Private Equity invest-
ments representing 63% of the NAV value.

Real Estate: The real estate investment strate-
gy calls for the establishment and maintenance 
of a broadly diversified real estate portfolio 
composed of investments that provide overall 
diversification by property type and location. 
The main components of this portfolio con-
sist of investments in closed-end commingled 
funds. The remaining portion of the portfolio 
may include investments in less diversified, more 
focused (specialty) commingled funds and REITs. 
The SBI has 15 Real Estate investments repre-
senting 8% of the NAV value.

Resource Funds: The strategy for 
resource investments is to establish and 
maintain a portfolio of resource investment 
vehicles that provide an inflation hedge and 
additional diversification. Resource invest-
ments will include oil and gas investments 
and energy service industry investments that 
are diversified by geographic area as well 
as by type. The SBI has 25 Resource Funds’ 
investments representing 16% of the NAV 
value.

Yield Oriented: The strategy for 
yield-oriented investments is to target funds 
that typically provide a current return and 
may have an equity component. Structures 
such as subordinated debt investments and 
mezzanine investments are typical yield-ori-
ented investments. The SBI has 36 Yield 
Oriented Funds’ investments representing 
13% of the NAV value.

B)  Custodial Credit Risk 
Custodial credit risk for cash deposits and 

investments is the risk that, in the event of a 
bank or custodian failure, PERA will not be 
able to recover the value of its investments 
or collateral securities.  Minnesota Statutes, 
Section 9.031, requires that cash deposits 
be secured by depository insurance or a 
combination of depository insurance and 
collateral securities held in the state’s name 
by an agent of the state.  Such insurance 
and collateral shall be in amounts sufficient 
to ensure that deposits do not exceed 90% 
of the sum of the insured amount and the 
market value of the collateral.  Throughout 
fiscal year 2016, the combined deposito-
ry insurance and collateral was sufficient 
to meet legal requirements and secure all 
PERA deposits, eliminating exposure to cus-
todial credit risk.  
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5.  Agencies quality rating consists of implicitly 
guaranteed investments (which are not rated), 
including the Federal Home Loan Bank, Federal 
National Mortgage Association (Fannie Mae), 
Federal home Loan Mortgage Corporation 
(Freddie Mac), Financing Corporation (FICO), 
Federal Farm Credit Banks, and Federal 
Agricultural mortgage Corporation (Farmer 
Mac).  

C) Credit Risk
Credit risk is the risk that an issuer or 

counterparty to an investment will be 
unable to fulfill its obligations to the hold-
er of the investment.  The SBI has policies 
designed to minimize credit risk.  They may 
invest funds in governmental obligations 
provided the issue is backed by the full 
faith and credit of the issuer or the issue is 
rated among the top four quality rating cat-
egories by a nationally recognized rating 
agency.  They may invest funds in corpo-
rate obligations provided the issue is rated 
among the top four quality categories by a 
nationally recognized rating agency.  They 
may also invest in unrated corporate obli-
gations or in corporate obligations that are 
not rated among the top four quality cate-
gories provided that:

•	 The aggregate value of these obli-
gations may not exceed 5% of the 
fund for which the state board is 
investing;

•	 Participation is limited to 50% of a 
single offering; and

•	 Participation is limited to 25% of an 
issuer’s obligations.

The SBI may also invest in bankers’ 
acceptances, deposit notes of U.S. banks, 
certificates of deposit, mortgage securities, 
and asset-backed securities rated in the top 
four quality categories by a nationally rec-
ognized rating agency.  Commercial paper 
must be rated in the top two quality cate-
gories.

PERA’s share of SBI’s exposure to cred-
it risk, based on the lower of Moody’s or 
S&P Quality Ratings for debt securities and 
short-term investments, is shown in Figure 

Figure 5:  Credit Risk Exposure (in thousands)
        
                                          Fair Value as of
Quality Rating             June 30, 2016

AAA  $348,790

AA  164,733

A  385,425

BBB  1,221,188

BB  686,054

B  98,095

CCC  46,384

CC  18,529

C  1,061

D  9,067

Unrated Agencies  1,880,313

Unrated Other  961,646

U.S. Government  1,710,348

Total  $7,531,633 
 

Notes to the Financial Statements
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D)  Concentration of Credit Risk     
    Concentration of credit risk is the risk of 
loss that may be attributed to the magnitude 
of a government’s investment in a single issu-
er.  SBI determined concentration of credit risk 
based on security identification number.  PERA 
does not have exposure to a single issuer that 
equals or exceeds 5% of the overall portfolio 
and, therefore, there is no material concentra-
tion of credit risk.  

E) Interest Rate Risk
Interest rate risk is the risk that changes 

in interest rates of debt investments could 
adversely affect the fair value of an investment.  
The SBI does not have a policy on interest rate 
risk.  Retirement plan and OPEB debt securi-
ties are held in external investment pools and 
PERA’s share has the weighted average matur-
ities shown in Figure 6.  

F) Foreign Currency Risk
Foreign currency risk is the risk that chang-

es in exchange rates between the U.S. dollar 
and foreign currencies could adversely affect 
the fair value of an investment.  Most foreign 
currency risk resides within SBI’s international 
equity investment holdings.  In order to reduce 
foreign currency risk, the SBI has developed 
the following policies.  Government obliga-
tions, including guaranteed or insured issues of 
the International Bank for Reconstruction and 
Development, the Inter-American Development 
Bank, the Asian Development Bank, and the 
African Development Bank, must pay interest 
and principal in U.S. dollars.  The principal and 
interest of obligations of corporations, including 
those corporations incorporated or organized 
under the laws of the Dominion of Canada 
or any province thereof, must also be paid in 
U.S. dollars.  SBI has less than a 15% expo-
sure to foreign currency risk.  PERA’s share of 
foreign security investments at June 30, 2016, 
was  distributed among the currencies shown in 
Figure 7.

Figure 6: Interest Rate Risk 
        
                                        
Security                                       Weighted Average Maturity (in years)   

Short-Term Investment Securities 0.76
Asset-Backed Securities 2.45
Agency Securities 3.96
Mortgage-Backed Securities 4.00
Collateralized Mortgage Obligations 4.14
Commericial Mortgage-Backed Securities 5.08
Yankee Bonds 8.30
Corporate Debt Obligations 9.29
U.S. Treasuries 9.69
Municipal Debt Obligations 15.81
Foreign Country Bonds 20.61
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G)  Derivative Financial                
      Instruments

On behalf of PERA, SBI invests in vari-
ous types of derivative financial instruments. 
Derivatives are defined as any financial 
arrangement between two parties that has 
value based on or derived from future price 
fluctuations. The derivative financial instruments 
that SBI enters into include futures, options, 
stock warrants and rights, currency forwards, 
and synthetic guaranteed investment contracts.  

Minnesota Statutes, Section 11A.24, provides 
that any agreement for put and call options 
and futures contracts may only be entered into 
with a fully offsetting amount of cash or securi-
ties.  This provision applies to foreign currency 
forward contracts used to offset the currency 

 Figure 7:  Foreign Currency Risk (fair value in thousands)

Currency                           Cash                Equity                     Fixed Income
Euro Currency $1,493 $1,014,556 $3,161 
Japenese Yen  6,937 632,005 6,966
Pound Sterling  3,641 502,653 6,692
Hong Kong Dollar  826 240,537 0
Swiss Franc  42 230,731 0
Canadian Dollar  1,705 220,169 224
Australian Dollar  379 169,610 0
Indian Rupee  21 74,141 0
South Korean Won  0 70,255 0
Swedish Krona  153 68,581 0
New Taiwan Dollar  98 67,412 0
Danish Krone  0 66,423 0
South African Rand  214 42,749 0
Brazillian Real  14 35,663 0
Singapore Dollar  85 30,765 0
Indonesian Rupiah 150 23,886 0
Norwegian Krone 74 18,886 0
Mexican Peso 6 18,396 0
Philippine Peso 5 16,619 0
Thailand Baht 56 12,427 0
Turkish Lira 4 10,910 0
Polish Zloty 1 9,354 0
New Zealand Dollar 173 8,470 0
Other 167 31,349 0
Total $16,244 $3,616,547 $17,042

risk of a security.  All other derivatives are 
exchange-traded.  The purpose of the SBI’s 
derivative activity is to equitize cash in the 
portfolio, to adjust the duration of the portfo-
lio, or to offset current futures positions.

Explanations of each derivative instrument 
type are presented below.  The fair value bal-
ances and notional amounts (or face value) at 
June 30, 2016, classified by derivative instru-
ment type (e.g., futures, options, currency 
forwards, and stock warrants and rights), and 
the changes in fair value for fiscal year 2016 
are shown in Figure 8.                    

Notes to the Financial Statements
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Derivative Investment Type 
Futures: Futures are contract commitments 

to purchase (asset) or sell (liability) at a future 
date. The net change in the values of futures 
contracts is settled on a regular basis and 
gains and losses are included in investment 
income.        

Options: Options are contracts that give buy-
ers or sellers the right to buy (calls) or sell (puts) 
a security at a predetermined price on a future 
date. Gains and losses result from variances in 
the market value of the security that is the sub-
ject of the contract that occur prior to or on the 
contract specified date.  The gains and losses 
are included in investment income.        

Currency Forward Contracts: Foreign cur-
rency forward contracts are used to manage 
portfolio foreign currency risk.  The provisions 
of the contract vary based on what is nego-
tiated between the two parties to the con-
tract.                         

Stock Warrants and Rights: Stock warrants, 
similar to options, are the right to purchase 
shares of a stock at a certain price by a certain 

date. They usually have a longer term before 
expiration, e.g. five years or more.  When 
stock warrants are exercised, new shares are 
issued by the company.  Rights are the same 
but are issued to current stock owners to 
enable them to retain their relative ownership 
share. Gains and losses from the sale or exer-
cise of stock warrants and rights are included 
in investment income. 

SBI maintains a fully benefit-responsive syn-
thetic guaranteed investment contract for the 
Supplemental Investment Fund - Fixed Interest 
Account.  The investment objective of the Fixed 
Interest Account is to protect investors from 
loss of their original investment and to pro-
vide a competitive interest rate.  On June 30, 
2016, the Fixed Interest Account portfolio of 
well diversified high quality investment grade 
fixed income securities had a fair value of 
$1,418,559,475 that is $40,433,072 in excess 
of the value protected by the wrap contract.  
The Fixed Income Account also includes liquid 
investment pools with a combined fair value of 
$166,470,219.

Figure 8:  Derivative Financial Instruments (in thousands)
                                                            Changes in Fair Value       Fair Value at          Notional 
Derivative Investment Type                     During Fiscal Year 2016  June 30, 2016          Amount  

Futures:
   Equity Futures--Long $421  $0  $732 
   Equity Futures--Short 608 0  (8)
   Fixed Income Futures--Long 14,600  0  161,919 
   Fixed Income Futures--Short (30,546) 0  (303,337)

Options:    
   Futures Options Bought (1,603) 0 0 
   Futures Options Written 1,134  (56) (117)
   
Foreign Currency Forwards     3,672  1,729 125,461   

Stock Warrants and Rights:    
   Stock Warrants (143) 303 121 
   Stock Rights (13) 254 930 
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SBI is exposed to credit risk through the coun-
terparties in foreign currency forward contracts 
used to offset the currency risk of a security. 
PERA’s proportionate share of the maximum 
loss that SBI would have recognized as of June 
30, 2016, if all counterparties failed to perform 
as contracted is $2,935,701.    

H)  Securities Lending
PERA does not own specific securities, but 

instead owns shares in pooled funds invested 
by the SBI.  The SBI is authorized to enter into 
securities lending transactions in accordance 
with Minnesota Statutes, Chapter 356A.06, 
Subd. 7 and has, via a Securities Lending 
Authorization Agreement, authorized State 
Street Bank and Trust Company to lend its secu-
rities to broker-dealers and banks pursuant to a 
form of loan agreement.

During the fiscal year, State Street lent, at the 
direction of the SBI, certain securities held by 
State Street as custodian and received cash or 
other collateral including securities issued or 
guaranteed by the United States government.  
State Street did not have the ability to pledge 
or sell collateral securities absent a borrower 
default.  Borrowers were required to deliver col-
lateral for each loan equal to at least 100% of 
the market value of the loaned securities.

Pursuant to the Securities Lending 
Authorization Agreement, State Street had an 
obligation to indemnify the SBI in the event of 

default by a borrower.  There were no failures 
by any borrower to return loaned securities 
or pay distributions thereon during the fiscal 
year that resulted in a declaration or notice of 
default of the borrower.

During the fiscal year, the SBI and the bor-
rowers maintained the right to terminate secu-
rities lending transactions upon notice.  The 
cash collateral received on each loan was 
invested, together with the cash collateral of 
other qualified tax-exempt plan lenders, in a 
collective investment pool. As of June 30, 2016, 
the investment pool had an average duration 
of 12.39 days and an average weighted final 
maturity of 88.83 days for USD collateral.  
Because the loans were terminable at will their 
duration did not generally match the duration 
of the investments made with cash collateral.  
On June 30, 2016, SBI had no credit risk expo-
sure to borrowers.  The market value of the 
collateral held and the fair value of securities 
on loan from the SBI as of June 30, 2016, was 
$6,374,568,461 and $6,149,187,410 respec-
tively.  Cash collateral of $3,645,081,192 is 
reported on the Statement of Fiduciary Net 
Position as an asset.  Liabilities resulting from 
these securities lending transactions are also 
reported on the Statement of Fiduciary Net 
Position.

NOTE 4
Capital Assets, Building      
and Land

Capital assets are presented on the June 30, 
2016, Statement of Fiduciary Net Position at 
historical cost, net of accumulated depreciation, 
as summarized in Figure 9.  There were no 
significant leases as of June 30, 2016.

Notes to the Financial Statements
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Legislation was passed in 1999 allowing 
PERA, the Minnesota Teacher’s Retirement 
Association (TRA) and the Minnesota State 
Retirement System (MSRS) to purchase land 
and construct a 140,000 square foot build-
ing to house all three retirement systems.   
Ownership of the facility is prorated based on 
the amount of square footage each retirement 
system occupies in the building.  PERA’s owner-
ship share is 36.5%. PERA’s share of the cost to 
purchase the 4.3 acres of land was $170,308.

In June 2000 the State of Minnesota, under 
the authority of the Commissioner of Finance 
(currently known as Minnesota Management 
and Budget), issued revenue bonds totaling 
$29 million on behalf of the three retirement 
systems to pay for the construction of the facil-
ity.  In August, 2012, the remaining bonds 
were refunded with the proceeds of a new, 
lower interest rate bond issue.  The new bonds 
are secured by the value of the total assets 
of the largest defined benefit plans in the 
three statewide retirement systems.  Through 

Figure 9:  Capital Assets (in thousands)  
                                                                           Balance                                                                 Balance 
                                                                      June 30, 2015            Additions        Disposals     June 30, 2016

Capital Assets, Not Being Depreciated:          
Land $170  $0 $0 $170 
    
Capital Assets, Being Depreciated:          
Building 10,893 0  0  10,893 
     Equipment, Furniture & Fixtures        871   239  0      1,110 
         Total Capital Assets $11,764  $239 $0 $12,003  
         Being Depreciated     
Less Accumulated Depreciation for:          
Building (3,848) (281) 0  (4,129)
     Equipment, Furniture & Fixtures      (704)      (86)   0        (790)
           Total Accumulated Depreciation $(4,552) $(367) $0  $(4,919)

Total Capital Assets,  
Net of Accumulated Depreciation $7,382 $(128) $0 $7,254

the issuance of the refunding bonds, which 
received a AAA rating, the bond term was 
reduced by five years and the present value 
of the savings to the retirement systems was 
$9,582,538.  PERA’s portion of the savings 
was $3,497,626.

Figure 10 shows the debt service amounts 
for which PERA is directly responsible.  
Pursuant to the joint and several liability 
clause in the bond sale official statement, in 
the event of default, PERA could be liable for 
the entire remaining outstanding principal 
and premium balances of the bonds, plus 
the interest accrued for the month of June, 
totaling $17,645,400.  Bonds payable on the 
Statement of Fiduciary Net Position is PERA’s 
share of outstanding debt at the current 
ownership interest.  It includes the principal 
balance as of June 30, 2016, the premium 
balance as of June 30, 2016, and interest 
accrued for the month of June. 
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NOTE 5
Contribution Requirements

Minnesota Statutes, Chapters 353, 353E, 
353G and 356 set the rates for employer and 
employee contributions.  Contribution rates are 
shown in Figure 11. Contribution rates in the 
General Employees Plan are not sufficient to get 
that plan fully funded by 2031. Contribution 
rates in the Police and Fire and Correctional 
plans are sufficient to fully fund the plans by the 
full funding dates of 2039 and 2031, respec-
tively. The actuarially required contributions 
are expressed as a level percentage of covered 

payroll and are determined using an individual 
entry-age actuarial cost method.

The State of Minnesota was also required to 
begin contributing $9 million to the Police and 
Fire Fund each year, beginning in fiscal year 
2014.  That state aid continues until that fund is 
90% funded, or the State Patrol Plan, adminis-
tered by the Minnesota State Retirement System, 
is 90% funded, whichever occurs later.  

MERF was fully merged into the General 
Employees Fund in fiscal year 2015. 
Supplemental contribution amounts were recal-

  Figure 10: Debt Repayment Schedule 

Fiscal                                                                               PERA                                             
 Year                                    Principal                              Interest                             Premium                        Total  

2017 $611,375  $93,198  $53,970  $758,543 
2018 624,150  83,062  51,879  759,091 
2019 642,400  72,713  49,745  764,858 
2020 651,525  62,062  47,548  761,135 
2021 669,775  51,259  45,320  766,354 
2022 684,375  40,154  43,029  767,558 
2023 698,975  28,807  40,689  768,471 
2024 673,425  17,217  24,319  714,961 
2025 365,000  6,052  8,548  379,600 

 Totals $5,621,000 $454,524 $365,047 $6,440,571

Total Unpaid Principal, 06/30/16  $5,621,000 
Total Unpaid Premium, 06/30/16  365,047 
Accrued Interest, June 2016        7,767 
   Total Bonds Payable on Financials $5,993,814

Figure 11: Retirement Plan Contribution Rates 
                                                        Member                           Employer           

General Employees Fund
   -Basic Plan   9.10%   11.78%
   -Coordinated Plan   6.50%   7.50%
   -MERF Plan   9.75%   9.75%

Police and Fire Fund   10.80%   16.20%

Correctional Fund   5.83%   8.75%

Notes to the Financial Statements
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culated after the merger based on the amount 
of MERF’s unfunded liability as of the merger 
date.  The State of Minnesota will be contrib-
uting $6 million and MERF’s employers will be 
contributing $31 million in fiscal years 2016 
and 2017.  Thereafter, the state will contribute 
$16 million and MERF’s employers will contrib-
ute $21 million through calendar year 2031.

Minnesota Statutes, Section 353D.03, speci-
fies contribution rates for those who participate 
in the Defined Contribution Plan.  An eligible 
elected official or physician who decides to 
participate contributes 5% of salary, which is 
matched by the employer.  For ambulance 
service personnel, employer contributions are 
determined by the employer, and for sala-
ried employees must be a fixed percentage of 
salary.  Employer contributions for volunteer 
personnel may be a unit value for each call or 
period of alert duty.  Employees who are paid 
for their services may elect to make member 
contributions in an amount not to exceed the 
employer share.

Employer required contributions are calculat-
ed annually for each employer in the Volunteer 
Firefighter Plan.  If fire state aid (based on 
income generated from insurance policies) plus 

expected investment income are not enough 
to cover the expected normal cost of benefits 
during the next calendar year, an employer 
contribution is calculated and payable by the 
end of the next calendar year.  

NOTE 6
Net Pension Liability of 
Employers and Nonemployer 
Contributing Entity

The components of the net pension liability of 
the defined benefit cost-sharing plans for par-
ticipating employers and the State of Minnesota 
(a nonemployer contributing entity in the 
General Employees Fund) as of June 30, 2016, 
calculated in accordance with GASB Statement 
No. 67, are shown in Figure 12.

Figure 12:  NPL Components (in thousands)

 
              General Employees         Police and Fire           Correctional
              Fund                       Fund                      Fund
Total Pension 
Liability (A) $26,114,413 $11,111,264 $873,097 

Fund Fiduciary 
Net Position (B)  (17,994,909) (7,098,090) (507,783)

Net Pension 
Liability (A-B) $8,119,504   4,013,174   365,314 

Fund Fiduciary Net 
Position as a 
Percentage of the 
Total Pension Liability (B/A)             68.9%                                   63.9%        58.2%
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A)  Actuarial Methods and 
     Assumptions

The total pension liability for each of the 
defined benefit cost-sharing plans was deter-
mined by an actuarial valuation as of June 30, 
2016, using the entry age normal actuarial 
cost method.  A closed amortization period is 
used, with 17 years remaining for the General 
Employees Plan, 15 years remaining for the 
Correctional Plan and 25 years remaining for 
the Police and Fire Plan.  Inflation is assumed 
to be 2.50%.  Salary growth assumptions in 
the General Employees Plan decrease in annu-
al increments from 11.50% after one year of 
service, to 3.50% after 26 years of service.  In 
the Police and Fire Plan, salary growth assump-
tions decrease from 12.75% after one year of 
service to 4.25% after 23 years of service.  In 
the Correctional Plan, salary growth assump-
tions decrease from 8.75% at age 20 to 3.75% 
at age 65.  Mortality rates for the General 
Employee Plan are based on RP-2014 mortality 
tables. The mortality rate tables for the Police 
and Fire and the Correctional Plans are based 
on RP-2000 mortality tables. The tables are 
adjusted slightly to fit PERA’s experience.

Actuarial assumptions for the General 
Employees Plan are reviewed every four to six 
years.  The most recent four-year experience 
study for the General Employees Plan was 
completed in 2015.  The most recent five-
year experience study for the Police and Fire 
Plan was completed in 2016, but the results 
were not adopted at the time of the valuation.  
Experience studies have not been prepared 
for PERA’s other plans, but assumptions are 
reviewed annually.  Economic assumptions 
were updated in 2014 based on a review of 
inflation and investment return assumptions.

The long-term expected rate of return on 
pension plan investments used in the deter-
mination of the total pension liability is 7.5%.  
The rate was determined using a building-block 
method in which best-estimate ranges of 
expected future real rates of return were devel-

oped for each major asset class.  The best-es-
timate ranges were developed by PERA’s actu-
ary in a 2014 economic assumption review 
using capital market assumptions from the SBI 
and eight additional investment consultants.  
Ranges are combined to produce the long-
term expected rate of return by weighting the 
expected future real rates of return by the target 
asset allocation percentage and then adding 
expected inflation.  Best estimates of geomet-
ric real rates of return for each major asset 
class included in the plan’s target asset alloca-
tion   as of June 30, 2016, are summarized in 
Figure 13.

B)  Discount Rate
The discount rate used to measure the total 

pension liability in 2016 was 7.50%, a reduction 
from the 7.9% used in 2015. The projection of 
cash flows used to determine the discount rate 
assumed that contributions from plan mem-
bers and employers will be made at rates set 
in Minnesota statute.  Based on these assump-
tions, the fiduciary net position of the General 
Employees Fund was projected to be available 
to make all projected future benefit payments of 
current plan members.  Therefore, the long-term 
expected rate of return on pension plan invest-
ments was applied to all periods of projected 
benefit payments to determine the total pension 
liability.  

In the Police and Fire Fund and the Correctional 
Fund, the fiduciary net position was projected to 
be available to make all projected future bene-
fit payments of current plan members through 

Figure 13: Long-term Expected Real Rate of 
     Return By Asset Class
                                                                              Long-term Expected                      
                                              Real Rate of Return 
                                                      (Geometric) 

Domestic Stocks 45% 5.50%
International Stocks 15% 6.00%
Bonds 18% 1.45%
Alternative Assets 20% 6.40%
Unallocated Cash 2% 0.50%

Notes to the Financial Statements

Assumed
Asset Allocation
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June 30, 2056 and June 30, 2058 respectively.  
Beginning in fiscal years ended June 30, 2057 
for the Police and Fire Fund and June 30, 2059 
for the Correctional Fund, when projected benefit 
payments exceed the funds’ projected fiduciary 
net position, benefit payments were discounted 
at the municipal bond rate of 2.85% based on 
an index of 20-year general obligation bonds 
with an average AA credit rating at the measure-
ment date,   An equivalent single discount rate 
of 5.60% for the Police and Fire Fund and 5.31% 
for the Correctional Fund was determined that 
produced approximately the same present value 
of projected benefits when applied to all years 
of projected benefits as the present value of pro-
jected benefits using 7.50% applied to all years 
of projected benefits through the point of asset 
depletion and 2.85% after.

C)  Sensitivity Analysis
Figure 14 presents the net pension liability 

of employers and the State of Minnesota for 
PERA’s defined benefit cost-sharing plans as 
of June 30, 2016, calculated using the current 
discount rate of 7.5%, as well as what each 
plan’s net pension liability would be if it were 
calculated using a discount rate that is 1% 
lower and 1% higher than the current rate.

NOTE 7

Other Notes
A)  New Asset Transfers

The Volunteer Firefighter Plan was created by 
the Minnesota Legislature in 2009.  The plan 
is an agent multiple-employer defined benefit 

plan. Twenty fire departments joined the plan 
in fiscal year 2016, bringing the total number 
of fire departments in the Volunteer Firefighter 
Plan to 112.  The amount of assets transferred, 
$20,400,917, is shown as an “Other Addition” 
in PERA’s Statement of Changes in Fiduciary 
Net Position. Each fire department has a sep-
arate account and retains its own assets and 
liabilities.

B)  Participating Pension Plan
All employees of PERA are covered by the 

General Employees Coordinated Plan and eli-
gible for the plan provisions described in Note 
1.D. Minnesota Statute Section 353.27 sets the 
rates for employee and employer contributions.  
These statutes are established and amended by 
the Minnesota Legislature.  Contribution rates 
were shown previously in Figure 11. Total cov-
ered payroll for PERA employees during fiscal 
year 2016 was approximately $6.1 million.

Employer pension contributions for PERA 
employees for the years ending June 30, 2016, 
2015 and 2014 were $460,443, $426,221, 
and $404,724 respectively, and were equal to 
the required contributions for each year as set 
by state statute. Employer contributions paid 
by PERA on behalf of these employees are 
funded by General Employees Fund investment 
income.

Figure 14: Sensitivity Analysis (in thousands)   
   
Net Pension Liability (Asset) at Different Discount Rates 

                         General Employees                   Police and Fire               Correctional 
                                               Fund                       Fund                           Fund                         

1% Decrease 6.50% $11,532,102  4.60% $5,617,911 4.31% $550,050

Current Discount Rate 7.50% 8,119,504 5.60% 4,013,174 5.31% 365,314  

1% Increase 8.50% 5,308,452 6.60% 2,701,982 6.31% 221,092
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General Employees Fund 
                  2014                 2015        2016
Total Pension Liability   
  Service Cost $388,391   $421,602   $434,551 
  Interest on the Total Pension Liability 1,591,756   1,712,534   1,839,388 
  Change of Benefit Terms  0 1,147,198   0  
  Difference between Expected and Actual Experience  96,123   (348,383)  (647,197)
  Assumption Changes 645,499  0    2,119,742 
  Benefit Payments (1,109,866)  (1,235,303)  (1,359,176)
  Refund Payments        (38,264)        (35,655)        (37,209)
     Net Change in Total Pension Liability  $1,573,639   $1,661,993   $2,350,099 
Total Pension Liability--Beginning $20,528,682   $22,102,321   $23,764,314 
Total Pension Liability--Ending (a) $22,102,321   $23,764,314   $26,114,413 
   
Plan Fiduciary Net Position   
  Contributions--Employer $382,251   $435,115   $459,978 
  Contributions--Member 334,495   353,765   375,291 
  Contributions--Nonemployer Contributing Entity 0    0     6,000 
  Net Investment Income 2,760,854   777,504   (20,851)
  Benefit Payments (1,109,866)  (1,235,303)  (1,359,176)
  Refund Payments  (38,264)  (35,655)  (37,209)
  Administrative Expenses (9,861)  (10,367)  (11,350)
  Other             605         891,914              431 
     Net Change in Plan Fiduciary Net Position $2,320,214   $1,176,973   $(586,886)
Plan Fiduciary Net Position--Beginning $15,084,608   $17,404,822   $18,581,795 
Plan Fiduciary Net Position--Ending (b)  $17,404,822   $18,581,795   $17,994,909 
   
Net Pension Liability (a)-(b) $4,697,499   $5,182,519   $8,119,504 
   
Plan Fiduciary Net Position as a Percentage 
   of Total Pension Liability (b)/(a) 78.75% 78.19% 68.91%
Covered-Employee Payroll  $5,351,920   $5,549,255   $5,773,708 
Net Pension Liability as a Percentage 
   of Covered Employee Payroll 87.77%         93.39% 140.63%

Schedule of Changes in Net Pension Liabilities and           Related Ratios
Required Supplementary Information (in thousands)

                    Fiscal Year                      
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Police and Fire Fund
                                                                                  2014        2015       2016
Total Pension Liability 
  Service Cost  $169,124   $187,959   $194,352 
  Interest on the Total Pension Liability   598,165    648,233   658,198 
  Change of Benefit Terms   0     0    0 
  Difference between Expected and Actual Experience  1,813    (221,112)  (375,575)
  Assumption Changes   323,945   0    2,650,350 
  Benefit Payments  (452,462)   (481,330)  (498,608)
  Refund Payments         (1,633)         (1,953)        (2,391)
     Net Change in Total Pension Liability   $638,952    $131,797   $2,626,326 
Total Pension Liability--Beginning   $7,714,189    $8,353,141   $8,484,938 
Total Pension Liability--Ending (a)  $8,353,141    $8,484,938   $11,111,264 
   
Plan Fiduciary Net Position   
  Contributions--Employer   $132,632    $144,317   $156,065 
  Contributions--Member   81,213   88,733   95,172 
  Contributions--Nonemployer Contributing Entity   9,000   9,000   9,000 
  Net Investment Income   1,158,389    317,556   (8,949)
  Benefit Payments   (452,462)   (481,330)  (498,608)
  Refund Payments   (1,633)   (1,953) (2,391)
  Administrative Expenses  (798)   (803)  (906)
  Other                   18              84               3 
     Net Change in Plan Fiduciary Net Position   $926,359    $75,604  $(250,614)
Plan Fiduciary Net Position--Beginning   $6,346,741    $7,273,100   $7,348,704 
Plan Fiduciary Net Position--Ending (b)   $7,273,100    $7,348,704   $7,098,090 
   
Net Pension Liability (a)-(b)   $1,080,041    $1,136,234   $4,013,174 
   
Plan Fiduciary Net Position as a 
   Percentage of Total Pension Liability (b)/(a)                                  87.07% 86.61% 63.88%
Covered-Employee Payroll   $820,333  $845,076   $881,222 
Net Pension Liability as a 
   Percentage of Covered Employee Payroll  131.66% 134.45% 455.41%

Schedule of Changes in Net Pension Liabilities and           Related Ratios
Required Supplementary Information (in thousands)

                    Fiscal Year                      

Continued 
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Correctional Fund 
                         2014           2015          2016
Total Pension Liability   
  Service Cost  $26,488   $25,098   $25,950 
  Interest on the Total Pension Liability  33,955   37,043   40,605 
  Change of Benefit Terms 0     0    0
  Difference between Expected and Actual Experience  (5,327)  (7,892)  382 
  Assumption Changes  (34,168) 0     310,332 
  Benefit Payments  (6,711)  (7,777)  (9,381)
  Refund Payments     (1,105)     (1,057)        (982)
     Net Change in Total Pension Liability  $13,132   $45,415   $366,906 
Total Pension Liability--Beginning $447,644  $460,776  $506,191 
Total Pension Liability--Ending (a)  $460,776   $506,191   $873,097 
   
Plan Fiduciary Net Position   
  Contributions--Employer  $15,054   15,736   16,490 
  Contributions--Member  10,030   10,472   11,008 
  Contributions--Nonemployer Contributing Entity 0    0     0
  Net Investment Income  69,451   20,373   209 
  Benefit Payments  (6,711)  (7,777)  (9,381)
  Refund Payments  (1,105)  (1,057)  (982)
  Administrative Expenses  (236)  (247)  (290)
  Other            (1)            (1)           (2)
     Net Change in Plan Fiduciary Net Position  $86,482   $37,499   $17,052 
Plan Fiduciary Net Position--Beginning $366,750  $453,232   $490,731 
Plan Fiduciary Net Position--Ending (b)  $453,232   $490,731   $507,783 
   
Net Pension Liability (a)-(b)     $7,544      $15,460   $365,314 
   
Plan Fiduciary Net Position as a Percentage 
   of Total Pension Liability (b)/(a) 98.36% 96.95% 58.16%
Covered-Employee Payroll  $172,041   $179,623   $188,816 
Net Pension Liability as a Percentage 
   of Covered Employee Payroll 4.39% 8.61% 193.48%

Schedule of Changes in Net Pension Liabilities 
and Related Ratios
Required Supplementary Information (in thousands)

                    Fiscal Year                      

(Continued from previous page)



61Financial Section  |  PERA 2016 Comprehensive Annual Financial Report 

Fi
n

a
n

ci
a
l 

Se
ct

io
n

Notes to Schedule of Changes in Net Pension 
Liabilities and Related Ratios 

General Employees Fund
2016 Changes
Changes in Actuarial Assumptions:
- The assumed post-retirement benefit increase rate was changed from 1.0% per year through 2035 
and 2.5% per year thereafter to 1.0% per year for all future years. 

- The assumed investment return was changed from 7.9% to 7.5%.  The single discount rate was 
changed from 7.9% to 7.5%.

- Other assumptions were changed pursuant to the experience study dated June 30, 2015.  The 
assumed future salary increases, payroll growth, and inflation were decreased by 0.25% to 3.25% 
for payroll growth and 2.50% for inflation.

2015 Changes   
Changes in Plan Provisions:
- On January 1, 2015 the Minneapolis Employees Retirement Fund was merged into the General 
Employees Fund, which increased the total pension liability by $1.1 billion and increased the fiduciary 
plan net position by $892 million.  Upon consolidation, state and employer contributions were revised.

Changes in Actuarial Assumptions:
- The assumed post-retirement benefit increase rate was changed from 1.0% per year through 2030 
and 2.5% per year thereafter to 1.0% per year through 2035 and 2.5% per year thereafter. 

Police and Fire Fund
2016 Changes
Changes in Actuarial Assumptions: 
- The assumed post-retirement benefit increase rate was changed from 1.0% per year through 2037 
and 2.5% thereafter to 1.0% per year for all future years.

- The assumed investment return was changed from 7.9% to 7.5%. The single discount rate changed 
from 7.9% to 5.6%.

- The assumed future salary increases, payroll growth, and inflation were decreased by 0.25% to 3.25% 
for payroll growth and 2.50% for inflation.  

2015 Changes 
Changes in Plan Provisions:
- The post-retirement benefit increase to be paid after attainment of the 90% funding threshold was 
changed, from inflation up to 2.5%, to a fixed rate of 2.5%.

Changes in Actuarial Assumptions:
- The assumed post-retirement benefit increase rate was changed from 1.0% per year through 2030 
and 2.5% per year thereafter to 1.0% per year through 2037 and 2.5% per year thereafter. 

Correctional Fund
2016 Changes
Changes in Actuarial Assumptions:
- The assumed investment return was changed from 7.9% to 7.5%. The single discount rate changed 
from 7.9% to 5.31%.

- The assumed future salary increases, payroll growth, and inflation were decreased by 0.25% to 3.25% 
for payroll growth and 2.50% for inflation.  
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General Employees Fund   
 
                        Actuarially             Statutorily                                    Contribution                          Actual Contribution 
                         Determined           Determined             Actual              Deficiency       Covered           as a % of 
Year Ended       Contribution          Contribution       Contributions           (Excess)             Payroll        Covered Payroll 
  June 30                  (a)                       (b)                      (c)                    (a) - (c)                (d)                  (c)/(d)  
   2007 $335,698  $283,419  $283,419  $52,279  $4,448,954  6.37%
   2008 374,522  303,304  303,304  71,218  4,722,432  6.42%
   2009 381,151  328,603  328,603  52,548  4,778,708  6.88%
   2010 443,548  342,678  342,678  100,870  4,804,627  7.13%
   2011 321,782  357,596  357,596  (35,814) 5,079,429  7.04%
   2012 371,295  368,037  368,037  3,258  5,142,592  7.16%
   2013 430,773  372,652  372,652  58,121  5,246,928  7.10%
   2014 476,321  382,251  382,251  94,070  5,351,920  7.14%
   2015  523,017   435,115   435,115   87,902   5,549,255  7.84%
  2016 542,151 465,978 465,978 76,173 5,773,708 8.07% 
 

Police and Fire Fund           
 
                        Actuarially              Statutorily                                   Contribution                          Actual Contribution 
                         Determined            Determined            Actual               Deficiency         Covered          as a % of 
Year Ended       Contribution          Contribution       Contributions           (Excess)              Payroll       Covered Payroll 
  June 30                  (a)                         (b)                     (c)                   (a) - (c)                (d)                  (c)/(d)  
   2007 $116,325  $74,707  $74,707  $41,618  $648,342  11.52%
   2008 144,548  87,023  87,023  57,525  703,701  12.37%
   2009 140,591  101,548  101,548  39,043  733,164  13.85%
   2010 150,220  107,066  107,066  43,154  740,101  14.47%
   2011 124,284  109,604  109,604  14,680  775,806  14.13%
   2012 152,369  121,891  121,891  30,478  794,417  15.34%
   2013 189,254  125,995  125,995  63,259  796,188  15.82%
   2014 163,985  141,632  141,632  22,353  820,333  17.27%
   2015  197,325   153,317   153,317   44,008   845,076  18.14%
  2016 189,375 165,065 165,065 24,310 881,222 18.73%

 

Correctional Fund           
 
                        Actuarially              Statutorily                                    Contribution                         Actual Contribution 
                         Determined            Determined            Actual               Deficiency            Covered          as a % of 
Year Ended       Contribution          Contribution       Contributions           (Excess)                Payroll        Covered Payroll 
  June 30                  (a)                         (b)                     (c)                   (a) - (c)                   (d)                  (c)/(d)  
   2007 $8,712  $12,499  $12,499  $(3,787) $134,117 9.32%
   2008 10,153  13,388  13,388  (3,235) 154,202 8.68%
   2009 11,469  14,124  14,124  (2,655) 154,650 9.13%
   2010 12,273  14,170  14,170  (1,897) 154,777 9.16%
   2011 12,183  14,289  14,289  (2,106) 165,077 8.66%
   2012 12,473  14,320  14,320  (1,847) 164,340 8.71%
   2013 14,207  14,498  14,498  (291) 164,820 8.80%
   2014 14,606  15,054  15,054  (448) 172,041 8.75%
   2015  13,759   15,736   15,736   (1,977) 179,623 8.76%
   2016 16,446 15,736 16,490 (44) 188,816 8.73%

Schedule of Contributions from 
Employers and Nonemployers 
Required Supplementary Information (last 10 years, in thousands, unaudited)
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Methods and Assumptions

Schedule of Investment Returns*
                  Required Supplementary Information 
           General Employees        Police and Fire          Correctional         Volunteer Firefighter
 Year              Fund                         Fund                     Fund                       Fund  
2016   -0.07% -0.09% 0.08% 2.82%
2015 4.45% 4.46% 4.42% 2.83%
2014 18.66% 18.66% 18.56% 13.12%

The following methods and assumptions are used to calculate actuarially determined  
contributions and are, in a few cases, different from the methods and assumptions used  
to calculate the Net Pension Liability.  

 Valuation Date:     June 30, 2016

 Actuarial Cost Method:  Entry age

 Amortization Method:   Level percentage of payroll, closed

 Remaining Amortization Period: 17 years in General Employee Fund, 25 years in  
      Police and Fire Fund, 15 years in Correctional Fund
 
 Asset Valuation Method:  5-year smoothed fair value

 Inflation:    2.75%

 Investment Rate of Return:  8.00% 

 Payroll Growth Rate:   3.50% 

 Mortality:    Life expectancies for the General Employee Plan are based on  
      RP-2014 tables and for the Police and Fire and the Correctional  
      Plans are based on RP-2000 mortality tables. The tables are  
      adjusted slightly to fit PERA’s experience. 

 Cost of Living Increase:  1% per year until 2053 then 2.5% thereafter for the General  
      Employees Fund, 1% per year until 2051 then 2.5% there-
      after for the Police and Fire Fund, 2.5% for all years for the  
      Correctional Fund

* The annual money-weighted rate of return  for each plan is net of pension expense. 

Notes to Schedule of Contributions 
 Required Supplementary Information 
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ASSETS
  Cash $951 $50,563 $50,698 $816 
  Investments
      Bond Pool 67,242 30,823 3,258 94,807
      Index Stock Pool 399,844 124,284 132,672 391,456
      Money Market 18,901 975 2,893 16,983  
Total Assets $486,938 $206,645 $189,521 $504,062

LIABILITIES
  Accounts Payable $486,938 $206,645 $189,521 $504,062
Total Liabilities $486,938 $206,645 $189,521 $504,062

Beginning Balance                                                                             Ending Balance           
     07/01/2015                   Additions                   Deductions                06/30/2016                      

Statement of Changes in Assets and Liabilities—
Agency Fund 
Required Supplementary Information 
for the Fiscal Year Ended June 30, 2016 (in thousands)
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Schedule of Payments to Consultants
         For the Fiscal Year Ended June 30, 2016 (in thousands)

   Source of Expenses

        Individual or Firm Name                      Fee Paid
  

Actuary   
     Gabriel Roeder Smith & Co. $253 $253
 
Financial Services   
     Abdo Eick & Meyers LLP $238
     MMB / OLA Audit Fees   121
     SVF Audit Fees    12 $371

Legal   
     Attorney General $15    $15
 
Management Consultants  
     Avenet LLC $1    
     Berwyn Group 9 
     Duan Corp. 2
     EFL Associates 6 
     Graystone Group Advertising 1
     Kusske Financial Mgmt.  4
     Lexis/Nexis Risk Data Mgmt. 2
     MMB / MAD       76 $101

Medical Evaluations  
     MMRO $463
     Office of Administrative Hearings      4 $467

          Total Professional Service Fees  $1,207

                                                                            General              Police                          Volunteer       Defined 
                                                                             Employees        and Fire       Correctional     Firefighter   Contribution  
                                                                                Fund                Fund              Fund              Fund            Fund              Total        

 
   Outside Money Managers–Equities  $18,313   $7,244   $505  $22   $28      $26,112   
   Outside Money Managers–Fixed Income  4,049   1,602   112   19   22          5,804    
   Minnesota State Board of Investment  1,400   554   38   3   5          2,000     
   Nuveen Investment Solutions  11   5   0   0   0               16    
   QED Consulting 140   54   4   0   0             198    
   Pension Consulting Alliance         98          39        2      0      0             139  
       Total           $24,011   $9,498   $661   $44  $55       $34,269   

   A Schedule of Investment Fees paid to money managers is provided in the Investment Section of this report.

Schedule of Investment Expenses 
For the Fiscal Year Ended June 30, 2016 (in thousands)
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 Administrative Expenses

Personal Services
Staff Salaries $8,256 
Part-Time, Seasonal Labor 200 
Other Benefits         118
    Total Personal Services  $8,574

Professional Services
Actuary $253  
Financial 371
Legal 15
Management Consultants       101
Medical Evaluations    467
    Total Professional Services  $1,207

Communications
Mail and Telephone Services $601 
Printing and Publications     64
    Total Communication  $665

Office Building and Maintenance
Building  $529
Depreciation—Building 270     
Bond Interest   102
    Total Building and Maintenance  $901

Other
Depreciation—Equipment  $98
Employee Development 64
Equipment Maintenance 312
Indirect Costs 187
Operating Costs      181
Supplies and Materials     340
Travel   100
    Total Other  $1,282
         Total Administrative Expense  $12,629
 

 Allocation of Administrative Expense
Defined Benefit Plans 
     General Employees Fund $11,110 
     Police and Fire Fund 906 
     Correctional Fund 292
     Volunteer Firefighter Fund 132

Defined Contribution Plans
     Defined Contribution Fund       189
           Total Administrative Expenses  $12,629

 

Schedule of Administrative Expenses 
For the Fiscal Year Ended June 30, 2016 (in thousands)



Total Membership..................................87,883 

Retired..................................................7,627

Beneficiaries........................................4,208 

Total Revenues.............................$89,848,500

Employee Contributions..................$27,486,044 

Employer Contributions...................$39,350,804

Investment Earnings and Other.......$23,011,652 

1974 Active Members............................80,256 

Total Assets.................................$499,202,467 

General Fund...............................$451,584,439 

Police & Fire Fund...........................$47,618,028 

Total Benefits Paid........................$18,619,899 

General Fund.................................$17,607,944 

Police & Fire Fund.............................$1,011,955 

PERA through the years
'70s and '80s—
The ‘73/‘74 legislative sessions saw far-reaching improvements in PERA law, resulting in greatly in-
creased annuities, survivor, and disability benefits. Existing recipients saw an increase of 25% in bene-
fits. The 50% optional annuity became available to surviving spouses of members who died after age 
58. Prior to the amendment, if a member died, only a refund of deductions was available. Annuities 
and benefits would now be computed based on the “highest five successive years” of an employee’s 
average salary, a system that is still in place today.

PERA’s Financial Highlights– year 1974

Investment Section
PERA 2016 Comprehensive Annual Financial Report
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Investment Authority
The assets of the Public Employees Retirement Association 

(PERA) are invested along with the assets of the Teachers 
Retirement Association and the Minnesota State Retirement 
System under the direction and authority of the State Board 
of Investment (SBI) in accordance with Minnesota Statutes, 
Chapters 11A and 356A.  The SBI includes Minnesota's gov-
ernor, auditor, secretary of state and attorney general.  The 
Legislature has established a 17-member Investment Advisory 
Council (IAC) to advise the SBI and its staff on investment 
related matters.  PERA's executive director is a member of the 
IAC.

Investment Policy
Investment policy states that the SBI will operate within 

standard investment practices of the prudent person.  The 
SBI is to "exercise that degree of judgment and care, under 
circumstances then prevailing, which persons of prudence, 
discretion, and intelligence exercise in the management of 
their own affairs, not for speculation, but for investment, 
considering the probable safety of their capital as well as the 
probable income to be derived therefrom." (See M.S., section 
11A.09.)  The SBI is authorized to own government obliga-
tions, corporate obligations, various short-term obligations, 
corporate stocks, venture capital interests, resource invest-
ments, and real estate interests subject to specific constraints. 
(See M.S., section 11A.24.)  In particular, pension fund assets 
are to be invested for the exclusive benefit of the members of 
the fund.

Investment Objectives & Performance
PERA's pension contributions from employees and employers 

are invested in the Combined Funds.  The Combined Funds 
include the assets of active and retired public employees who 
participate in the defined benefit plans administered by PERA, 
the Minnesota State Retirement System, and the Minnesota 
Teachers Retirement Association.  PERA does not own any 
underlying assets, but instead owns a participation in the 
pooled Combined Funds.  Because these assets normally accu-
mulate for thirty to forty years, SBI's objective is to take advan-
tage of the long investment time horizon offered by equities 
and alternative assets in order to meet its actuarial return target 
and ensure that sufficient funds are available to finance prom-
ised benefits at the time of retirement.  The 2015 legislature 
reduced the interest rate actuarial assumption for PERA to a 
single rate of 8%.

MINNESOTA 
STATE 
BOARD OF 
INVESTMENT

Board Members:
 
Governor
Mark Dayton

State Auditor
Rebecca Otto

Secretary of State
Steve Simon

Attorney General
Lori Swanson

Executive Director
& Chief Investment 
Officer:

Mansco Perry

60 Empire Drive
Suite 355

St. Paul, MN 55103
(651) 296-3328

FAX (651) 296-9572
E-mail:         

minn.sbi@state.mn.us.
www.mn.gov/sbi

An Equal Opportunity
Employer

Investment Report 

Continued
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The long term objectives of the Combined Funds are:

• Provide returns that are 3-5 percentage points great-
er than inflation over the latest 20-year period; and

• Outperform a composite market index weighted in 
a manner that reflects the actual asset mix of the Combined 
Funds over the latest 10-year period.

Consistent with these objectives, the SBI maintains a long-
term asset allocation for the Combined Funds as follows:

 
     Domestic Equity 45% 
     International Equity 15% 
     Alternatives  20% 
     Fixed Income  18% 
     Cash    2%

Based on values on June 30, 2016, the Combined Funds 
returned 5.3 percentage points above the CPI over the last 
20 years and returned 0.2 percentage point above the 
composite index over the past 10 years.  Investment returns 
ranked in the 28th percentile over the past five years and in 
the 22nd percentile over the past 10 years, compared to sim-
ilar funds in the Trust Universe Comparison Service.

Investment Presentation
Investment returns were prepared using time-weighted rate 

of return methodology based upon fair market value, net of 
investment expenses.

 
Respectfully submitted,

 

Mansco Perry III
Executive Director
Minnesota State Board of Investment

October 31, 2016

Investment Report 
(continued from previous page)
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 Fund Performance                                                        
                                                                                       Rates of Return (Annualized)                         

   Fund                                                        FY 2016           3-Year        5-Year       10-Year     20-Year

  Combined Funds (Active/Retiree)* -0.1% 7.3% 7.7% 6.5%     7.5%

     Combined Composite Market Index 1.1 7.4 7.6 6.3     7.3

    * Percentages are net of all management fees.   

    Note: All composite indices are composed of the following market indicators, weighted according to asset allocation:   
             Domestic Stocks—Russell 3000 measures the performance of the largest 3,000 US companies;  
             Int'l. Stocks—Morgan Stanley Capital International All Country World Index measures equity market performance 
                 in the global developed and emerging markets.  There are 45 countries included in this index.  It does not  
                 include the United States;  
             Bonds—Barclays Capital Aggregate Bond Index reflects the performance of the broad bond market for investment 
                 grade (Baa or higher) bonds, US Treasury and agency securities, and mortgage obligations with maturities  
                 greater than one year. 

 Investment Returns by Sector                               

   Performance of Asset Pools (Net of Fees)
                                                                                   Rates of Return (Annualized)                    
                                                              FY 2016             3-Year               5-Year           10-Year

Domestic Stock Pool 0.0% 10.7% 11.2% 7.2%
     Russell 3000 2.1 11.1 11.6 7.4

Bond Pool 5.9% 4.3% 4.3% 5.4%
     Barclays Agg. 6.0 4.1 3.8 5.1

International Stock Pool -9.7% 1.8% 0.9% 2.4%
      MSCI ACWI Free ex US (net) -10.2 1.2 0.1 1.9

Alternative Investments 0.2% 8.6% 9.4% 9.6%

    Real Estate Pool (Equity Emphasis) 8.4% 15.2% 12.7% 6.2%
     

    Private Equity Pool (Equity Emphasis) 7.4% 13.1% 12.0% 11.5%

    Resource Pool (Equity Emphasis) -24.2% -7.9% -1.0% 7.8%

    Yield Oriented Pool (Debt Emphasis) -3.7% 6.5% 9.4% 10.4%

Note: Investment returns were calculated using a time-weighted rate of return. 

Investment Results

Continued
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 SBI Investment Return vs. 
 Assumed Rate of Return Assumed Return

8.5% (FY1997 - FY2011) 
8.0% (FY2012 - FY2016)

The State Board of Investment (SBI) has exceeded its assumed rate of return 12 of the past 20 
years.  Over those 20 years, the SBI has had annualized investment earnings of 7.3%.  

Investment
Return

 20%

 15%

 10%

  5%

  0%

 -5%

 -10%

-15%

1997  1998  1999  2000  2001  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015  2016

20.9%19.4%

12.1%

8.6%

2.8% 2.4%
4.4%

16.3%

10.5%

18.2%

15.2%
14.2%

18.6%
23.3%

-6.9% -7.8%

-7.8%

-0.1%

-17.5%

TUCS Ranking                               
Percentage Ranking: 1 Year — 77th         3 Year — 37th       5 Year — 28th       10 year — 22th 

         Note: Comparison is with public and corporate pension plans greater than $1 billion, gross of fees. 

Investment Results 
(continued from previous page)
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                                                                        Combined Funds                    
                                                            Actual                          Long-term    
Investment Type                    Asset Mix                        Policy Target        

    Domestic Stocks 46.4% 45.0% 

    International Stocks 14.0 15.0

    Bonds 24.7 18.0

    Alternative Assets* 12.8 20.0

    Cash    2.1     2.0 

        Total          100% 100% 

 * Alternative assets include real estate, private equity (venture capital), resource (oil, gas, etc.), and yield (debt) oriented funds.

Asset Allocation
As of June 30, 2016
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List of Largest Assets Held
June 30, 2016

Top Ten Equity Holdings (By Fair Value)                                                                                                                        
      Fair Value              % of 
Security                             (In millions)        Portfolio

Apple Inc.  $242.06  0.94%
Microsoft Corporation  187.53 0.73
Johnson & Johnson  167.64 0.65
Exxon Mobil Corporation  165.47 0.64
Amazon.com Inc.  154.36  0.60
Facebook Inc. 154.32 0.60
JP Morgan Chase & Co. 130.40 0.51
Pfizer Inc.  125.24 0.49
Wells Fargo & Co.  121.84 0.47
General Electric Company 117.61 0.46

Top Ten Fixed Income Holdings (By Fair Value) 

             Coupon            Fair Value               % of                
Security                                %       (In millions)         Portfolio                  

Fannie Mae (FNMA) 3.500% $62.22 0.24% 
Fannie Mae (FNMA) 4.000  62.06  0.24 
U.S. Treasury Note 1.375 56.92 0.22  
U.S. Treasury Bond 2.500  55.05 0.21 
U.S. Treasury Note 0.875  52.42 0.20 
U.S. Treasury Note 0.625  50.28  0.20
U.S. Treasury Note 1.375  48.27 0.19 
U.S. Treasury Note 1.500  45.96  0.18
U.S. Treasury Note 1.375  44.76  0.17 
Fannie Mae (FNMA) 3.000  41.62  0.16  

PERA's assets are commingled in various pooled investment accounts administered by the State Board 
of Investment. PERA does not own specific values of the underlying assets. The percentages shown are 
those of the total pooled accounts. The fair value amounts are based on PERA's participation in the pools. 
Information on investment activity, a listing of specific investments owned by the pooled accounts and a 
schedule of fees and commissions can be obtained from the Minnesota State Board of Investment.
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Fair Value
June 30, 2015

Fair Value
June 30, 2016

Percent of
Total Fair Value

Investment Summary at Fair Value
For Fiscal Years Ended June 30, 2015 and 2016 (in thousands)

General Employees Fund 
Pooled Accounts            

US Stock Index Pool                                   $5,883,398                 $5,557,335              31%
Bond Pool    4,364,608  4,437,241  25%
US Stock Actively Managed Pool    2,882,860   2,776,187  15% 
Broad International Stock Pool   2,762,003   2,515,673  14% 
Alternative Investment Pool    2,288,787   2,300,707  13% 
Money Market         354,040          365,166       2%
    Total Pooled Accounts  $18,535,696   $17,952,309  100%

Police and Fire Fund
Pooled Accounts   

US Stock Index Pool  $2,328,724   $2,193,697  31%
Bond Pool    1,727,568   1,751,552  25%
US Stock Actively Managed Pool   1,141,072   1,095,869  15%
Broad International Stock Pool    1,093,236   993,035  14%
Alternative Investment Pool   905,931   908,179  13%
Money Market         138,492       142,997      2%
    Total Pooled Accounts  $7,335,023   $7,085,329  100%

Correctional Fund
Pooled Accounts                                                               

US Stock Index Pool  $155,540   $156,968  31%
Bond Pool   115,387   125,331  25%
US Stock Actively Managed Pool    76,214   78,414  15%
Broad International Stock Pool   73,019   71,056  14%
Alternative Investment Pool    60,509   64,984  13%
Money Market         9,817       10,953        2%
    Total Pooled Accounts  $490,486   $507,706  100%

Volunteer Firefighter Fund
Pooled Accounts                                                                                                                       

Bond Pool   $14,660   $24,900 46%
US Stock Actively Managed Pool    11,172   19,094  35%
Broad International Stock Pool   4,686   7,843  15%
Money Market         1,645        2,432       4%
    Total Pooled Accounts  $32,163   $54,269  100%
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General Employees Fund               Police and Fire Fund         

Correctional Fund              

Volunteer Firefigher Fund              

General Employees Fund 
Minneapolis Employees Retirement Fund was 
merged into the General Employees Fund on 
January 1, 2015. 

For comparison purposes, both funds are 
combined on this illustration.

Fair Value of Investments
Last 10 Years (in millions)
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 SBI & Consultants:
 State Board of Investment $2,000
 Nuveen Investment Solutions 16 

     QED Consulting 198
 Pension Consulting Alliance        139
     Total   $2,353

 Outside Money Managers:
 
 Active Domestic Equity:

Barrow Hanley  $657 
Earnest Partners  429 
Goldman Equity  833 
Hotchkis and Wiley  826 
Intech Investment  782 
Jacobs Levy Equity  850 
LSV Asset  1,059 
Martingale  671 
McKinley Capital  922 
Next Century  862 
Peregrine Capital  914 
Sands Capital  775
Systematic Financial  606 
Winslow Capital  426 
Zevenbergen Capital        842 
     Total  $11,454

 Passive Domestic Equity:
 Blackrock $382

  Semi Passive Equity:
   Blackrock $1,026
   Intech 950
   JP Morgan     1,232
   Mellon Capital    1,030
          Total $4,238

  
  Global Equity:

   Acadian Asset $645 
   AQR Capital Management  664 
   Capital International  1,917 
   Columbia Investments  481 
   JP Morgan Fleming  465 
   Marathon Asset  1,030
   McKinley Capital  526 
   Morgan Stanley Dean Witter  2,389 
   Pyramis Global Advisors  1,050 
   State Street         871 

           Total  $10,038

  Domestic Bonds:
   Aberdeen Asset Management $794 

      Blackrock Financial        478
   Columbia Investment 515
   Dodge & Cox 721
   Goldman Sachs 799
   Neuberger 343
   Pimco 1,474
   Western Asset Management      670
       Total    $5,794

  Fixed Interest:
   Galliard Capital Management $10 

Total Investment Fees                       $34,269

PERA's assets are commingled in various pooled investment accounts administered by the State Board of 
Investment. The SBI uses outside money managers and consultants to invest the assets.  The amounts in this 
schedule represent PERA's share of fees paid to SBI, and fees paid by SBI to consultants and money managers. 
A listing of commissions paid to brokers by the money managers can be obtained from the Minnesota State 
Board of Investment. 

Schedule of Investment Fees
For Fiscal Year Ended June 30, 2016 (in thousands)
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Total Membership................................184,417 

Retired..............................................33,094

Beneficiaries........................................7,101

Deferred Annuitants.................................15,863 

Average Annual Benefits.....................$15,381 

Retirement Fund......................................$8,266 

Police & Fire Fund..................................$17,307 

Police & Fire Consolidation Fund............$20,570

1994 Active Members.........................128,359 

Total Assets.............................$6,720,160,000

Retirement Fund.........................$4,835,626,000

Police & Fire Fund......................$1,234,136,000

Police & Fire Consolidation Fund....$646,554,000

Defined Contribution Plan.................$3,844,000

Retirement Fund Annuitants.................40,195

PERA through the years
the '90s—
With an increasing membership and numerous legislative changes over the years, the volume and 
complexity of PERA’s work had grown significantly, with few offsetting increases in staff or improve-
ments in technology to carry the increased workload. During 1994, PERA developed and launched its 
five-year business strategic plan to update technologies and basic work processes, with the purpose of 
delivering quality services to its members. This plan was PERA’s most significant accomplishment that 
year, affecting both management of PERA and the services it provides.

PERA’s Financial Highlights– year 1994

Actuarial Section
PERA 2016 Comprehensive Annual Financial Report
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Actuary’s Certification Letter

Page 2 
 
 

 

 
 
 
 
December 8, 2016 
 
 
Board of Trustees 
Public Employees Retirement 
   Association of Minnesota (PERA) 
60 Empire Drive, Suite 200 
St. Paul, MN 55103-2088 
 
Dear Members of the Board: 
 
We have previously prepared and presented to you our annual actuarial valuation of the General 
Employees Retirement Plan (GERP), the Public Employees Police and Fire Plan (PEPFP), and the 
Local Government Correctional Service Retirement Plan (LGCSRP) as of July 1, 2016. Reading 
this Comprehensive Annual Financial Report (CAFR) is not a substitute for reading the actuarial 
reports. In order to gain a full understanding of the actuarial condition of the systems, it is important 
to read and understand the full actuarial reports and potentially other relevant information in 
addition to this CAFR. The actuarial reports are available on PERA’s website, along with online 
copies of this and previous CAFRs. 
 
Valuation Results 
 
The fundamental financing objective of the fund is to establish contribution rates which will 
remain approximately level as a percentage of active member payroll from generation to 
generation and meet the required deadline for full funding. The results of the valuations for 
funding purposes are summarized in the following table. For all plans, because the valuations 
smooth asset returns over five years, the actuarial value of assets is higher than the market 
value of assets. The funding ratios on that basis are higher and the deficiencies are lower than 
the market value of assets results.   
 

 Accrued Liability  
Contribution 
Sufficiency/   

 
Projected Full 

 Funding Ratio  (Deficiency) (% of Pay)   Funding Date 

 
Actuarial 

Value 
Market 
Value  

Actuarial 
Value 

Market 
Value  

Statutory 
Amortization  

Actuarial 
Value 

Market 
Value 

Plan of Assets of Assets  of Assets of Assets  Date of Assets of Assets 
          
GERP 75.52% 72.42%  (1.87)% (2.97)%  2033 2041 2048 
PEPFP 87.74% 84.32%  1.18% (0.90)%  2041 2039 2059 
LGCSRP 95.67% 91.68%  0.12% (0.89)%  2031 2029 2055 
          

The GERP currently has a contribution deficiency.  A contribution deficiency means that over the 
long run, without further changes or favorable actuarial experience, the contributions scheduled to 
be made to the fund will not meet the goal of full funding by the statutory amortization date. 
 

GRS 
Gabriel Roeder Smith & Company 
Consultants & Actuaries 
  

277 Coon Rapids Blvd. 
Suite 212 
Coon Rapids, MN 55433 

800.521.0498 phone 
763.432.5842 fax 
www.gabrielroeder.com 

 

Continued
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Board of Trustees 
December 8, 2016 
Page 2 
 
 

 

The funded ratio measurements shown above are not appropriate for assessing the sufficiency of 
plan assets to cover the estimated cost of settling the plan’s benefit obligations (of transferring the 
obligations to a unrelated third party in an arm’s length market value transaction). The 
measurements also are dependent upon the actuarial cost method which, in combination with the 
plan’s amortization policy, affects the timing and amounts of future contributions.  The amounts of 
future contributions will be different from those calculated in the actuarial reports due to future 
actual experience differing from assumed experience based upon the actuarial assumptions.  A 
funded status measurement of 100% would not be synonymous with no required future 
contributions.  If the funded status were 100%, the plan would still require future normal cost 
contributions (i.e., contributions to cover the cost of the active membership accruing an additional 
year of service credit). 
 
The following actuarial assumptions and plan changes were recognized this year in the 
valuations for funding purposes: 
 

 The assumed post-retirement benefit increase rate was changed from 2.0% per year through 
2034 and 2.5% thereafter to 2.0% through 2052 and 2.5% thereafter in the GERP, and from 
1.0% per year through 2034 and 2.5% per year thereafter to 1.0% per year through 2050 and 
2.5% per year thereafter in the PEPFP. 

 
In addition, the GERP recognized the following changes: 
 

 Assumed increases in member salaries were changed.  

 Assumed rates of retirement were reduced.  In addition, distinct rates for reduced (Early) 
retirements were adopted for members hired prior to July 1, 1989, and members hired after 
June 30, 1989. 

 Assumed rates of termination were increased. 

 Assumed rates of disability were reduced. 

 The percent married assumption for active male members was changed from 75% to 80%. 

 The base mortality table for annuitants and employees was changed from RP-2000 to RP-
2014, fully generational, white collar adjustments with age adjustments. The mortality 
improvement scale was changed from Scale AA to Scale MP-2015.  

 Form of payment assumptions were modified. 
 
GRS conducted an examination of the basic financial and membership data provided to us by the 
association as of June 30, 2016, and determined that the data appears reasonable in comparison to 
last year, and we have relied upon the data as submitted in performing the actuarial valuation and 
preparing trend data schedules.  The actuarial cost method and the assumptions related to asset 
valuation, investment return, earnings progression and active member payroll growth are specified 
by State Statute.  All other assumptions are based on actual experience with changes recommended 
by the actuary, adopted by the PERA Board, and approved by the Legislative Commission on 
Pensions and Retirement (LCPR).  The assumptions and methods used meet the parameters set by 
Actuarial Standards of Practice. 

Actuary’s Certification Letter
(continued from previous page)
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Board of Trustees 
December 8, 2016 
Page 3 
 
 

 

Actuarial standards do not require the actuary to evaluate the ability of the plan sponsor or other 
contributing entity to make required contributions to the plan when due. Such an evaluation was not 
within the scope of this project and is not within the actuary’s domain of expertise. Consequently, 
the actuary performed no such evaluation. 
 
The actuary prepared the following supporting schedules in the Actuarial Section of the CAFR: 
 

 Schedule of Funding Progress 
 Determination of Contribution Sufficiency 
 Determination of Actuarial Value of Assets 
 Schedule of Changes in Unfunded Actuarial Accrued Liabilities 

 
All other supporting schedules in the Actuarial Section, along with the Schedule of Changes in Net 
Pension Liabilities and Related Ratios and the Schedule of Contributions from Employers and Non-
employers in the Financial Section of the CAFR were prepared by PERA based on information 
included in the actuary’s annual valuation. 
 
To the best of our knowledge and belief, the valuations were performed in accordance with 
generally accepted actuarial principles and procedures, current Governmental Accounting Standards 
Board (GASB) pronouncements, the requirements of Minnesota Statutes, Section 356.215, and the 
requirements of the Standards for Actuarial Work established by the LCPR.  In our opinion, the 
results of the valuations reflect the actuarial position of the plans on an ongoing basis under the 
prescribed assumptions, methods, and procedures. 
 
Brian B. Murphy and Bonita J. Wurst are Members of the American Academy of Actuaries 
(MAAA) and meet the Qualification Standards of the American Academy of Actuaries to render the 
actuarial opinions contained in this report.  In addition, Mr. Murphy meets the requirements of 
“approved actuary” under Minnesota Statutes, Section 356.215, Subdivision 1, Paragraph (c).  The 
signing actuaries are independent of the plan sponsor.  We are not aware of any relationship that 
would impair the objectivity of our work. 
 
Respectfully submitted, 
 
 
 
Brian B. Murphy, FSA, EA, FCA, MAAA  Bonita J. Wurst, ASA, EA, FCA, MAAA 
 
BBM/BJW:ah 
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PERA implemented GASB Statement No. 67 in 
fiscal year 2014, which requires pension plans 
to calculate and disclose a net pension liability in 
financial statement footnote disclosures using a 
fairly specific set of actuarial methods and 
assumptions. The schedules found in the Actuarial 
Section of this Comprehensive Annual Financial 
Report (CAFR), on the other hand, are based on 
actuarial assumptions and methods specified by 
Minnesota Statute or approved by the Legislative 
Commission on Pensions and Retirement to 
determine funding requirements.  The actuarial 
assumptions are based on experience studies of 
PERA’s demographics for each plan conducted by 
PERA’s actuary.  

While some of the actuarial assumptions used 
for GASB financial reporting purposes are identi-
cal to the actuarial assumptions used for funding 
purposes, there are a few differences. For exam-
ple, the long-term rate of return on investments is 
assumed to be 7.5 percent for financial reporting 
purposes, but is assumed to be 8.0 percent (as 

set in Minnesota Statute) for funding purposes.  
Also, when calculating the net pension liability for 
reporting purposes, the fair value of assets is used 
in accordance with GASB 67. When calculating 
the unfunded actuarial accrued liability for funding 
purposes, the actuarial value of assets (smoothed 
over a 5-year period) is used in accordance with 
Minnesota Statute.

The actuarial assumptions used in the “funding” 
actuarial valuations are set in statute or approved 
by the Legislative Commission on Pensions and 
Retirement. PERA’s actuary uses the “funding” actu-
arial assumptions disclosed on the following pages 
when preparing the “financial reporting” actuarial 
valuations. The Summary of Actuarial Assumptions 
and Methods are listed on the following pages for 
each plan. 

 
A summary of plan provisions is available in the 

Notes to the Financial Information.  The responsibil-
ity for establishing and maintaining a funding 
policy rests with the Minnesota Legislature.

Summary of Actuarial Assumptions and Methods
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* Year in parenthesis is the date of adoption. 

General Employees Fund
The following assumptions were used in valuing the liabilities and benefits under the plan. All actuarial 

assumptions are prescribed by Minnesota Statutes, the Legislative Commission on Pensions and Retirement 
(LCPR), or the Board of Trustees. These parties are responsible for selecting the assumptions used for this 
valuation. The assumptions prescribed are based on the last experience study dated June 30, 2015.

   Actuarial Cost Method Entry Age Normal, with costs allocated as a level percentage of  
 payroll. Actuarial gains (losses) reduce (increase) the unfunded 
 actuarial accrued liability. (1960)*
   Asset Valuation Method Fair market value smoothed over 5 years. (2008)

Investment return 8.00% per annum. (2015)
Benefit increases after retirement 1.00% per annum through 2052 and 2.50% per annum thereafter.  

 (2013)
Salary increases Reported salary at valuation date increased according to the rate  

 table, to current fiscal year and annually for each future year. Prior  
 fiscal year salary is annualized for members with less than one   
 year of service earned during the year. (2016)

Inflation 2.75% per year. (2015)
Payroll growth 3.50% per year. (2015)
Mortality rates
Healthy pre-retirement RP-2014 Employee Mortality Table, adjusted for white collar and
 mortality improvements using projection scale MP-2015, from a  
 base year of 2014. Rates are set forward one year for males and  

 set back one year for females. (2016)
Healthy post-retirement RP-2014 Healthy Annuitant Mortality Table, adjusted for white 
 collar and mortality improvements using projection scale MP-2015,  

 from a base year of 2014. Rates are set forward two years for   
                                                      males. Female rates are multiplied by a factor of 0.90. (2016)

Disabled retirees RP-2014 Disabled Mortality Table, adjusted for mortality 
 improvements using projection scale MP-2015, from a base year  

 of 2014. Rates are set forward one year for males and set forward  
 six years for females. (2016)

Retirement Members retiring from active status are assumed to retire 
 according to the age related rates shown in the tables. Members  

 who have attained the highest assumed retirement age are   
 assumed to retire in one year. (2016)

Withdrawal Service-related rates based on experience; see table of sample   
 rates. (2016)

Disability Age-related rates based on experience; see table of sample rates.  
 (2016)

Allowance for combined  Liabilities for active members are increased by 0.80% and 
service annuity liabilities for former members are increased by 60.00% to   

 account for the effect of some participants having eligibility for a  
 Combined Service Annuity. (2016)

Administrative expenses Prior year administrative expenses expressed as percentage of   
 prior year projected payroll. (1989)

Continued
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Summary of Actuarial Assumptions and Methods 
(continued from previous page)

General Employees Fund

Refund of contributions Account balances accumulate interest until normal retirement   
 dates at the rates described in the Summary of Plan Provisions   
 and are discounted back to the valuation date. All 

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

Commencement of deferred  Members receiving deferred annuities (including current 
benefits terminated deferred members) are assumed to begin receiving   

 benefits at Normal Retirement.
Percentage married 80% of male and 70% of female active members are assumed to  

 be married. Actual marital status is used for members in payment  
 status.

Age of spouse Males are assumed to have a beneficiary three years younger, 
 while females are assumed to have a beneficiary     

 two years older. For members in payment status, actual spouse   
 date of birth is used, if provided.

Eligible children Retiring members are assumed to have no dependent children.
Form of payment Married members retiring from active status are assumed to elect  

 subsidized joint and survivor form of annuity as follows:
 Males:  10% elect 25% Joint & Survivor option 
   15% elect 50% Joint & Survivor option 
   10% elect 75% Joint & Survivor option
   35% elect 100% Joint & Survivor option
 Females:  10% elect 25% Joint & Survivor option 
   10% elect 50% Joint & Survivor option 
   5% elect 75% Joint & Survivor option 
   15% elect 100% Joint & Survivor option
 Remaining married members and unmarried members are   

 assumed to elect the Straight Life option.

 Members receiving deferred annuities (including current 
 terminated deferred members) are assumed to elect a straight life  

 annuity.
Eligibility testing Eligibility for benefits is determined based upon the age nearest   

 birthday and service on the date the decrement is assumed   
 to occur.

Decrement operation Withdrawal decrements do not operate during retirement 
 eligibility. Decrements are assumed to occur mid-fiscal year.
Service credit accruals It is assumed that members accrue one year of service credit per   

 year.
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* Generally, mortality rates are expected to increase as age increases. These standard mortality  
 rates have been adjusted slightly to prevent decreasing mortality rates. If the rates were not  
 adjusted as described, we would not expect the valuation results to be materially different.

**  The rates shown are RP-2014 mortality with age setbacks, multipliers, and white collar 
 adjustments, if applicable. Rates are further adjusted for mortality improvements using 
 projection scale MP-2015 (from a base year of 2014).

General Employees Fund

Rate (%)*
              Healthy                                  Healthy                                Disability
Age in           Post-Retirement Mortality**       Pre-Retirement Mortality**               Mortality**
2014            Male                Female              Male            Female        Male         Female
 20 0.03% 0.01% 0.03% 0.01% 0.07% 0.11%
 25 0.05 0.02 0.03 0.01 0.25 0.26
 30 0.07 0.04 0.03 0.02 0.56 0.47
 35 0.10 0.07 0.04 0.02 0.94 0.71
 40 0.15 0.10 0.05 0.03 1.36 0.97
 45 0.22 0.14 0.08 0.05 1.76 1.25
 50 0.32 0.19 0.13 0.08 2.10 1.50
 55 0.44 0.24 0.22 0.13 2.40 1.76
 60 0.60 0.35 0.37 0.19 2.74 2.20
 65 0.91 0.59 0.65 0.29 3.31 3.03
 70 1.54 0.95 1.15 0.49 4.26 4.44
 

      Disability Retirement
           Age    Male             Female
 20 0.01% 0.01%
 25 0.01 0.01
 30 0.01 0.01
 35 0.03 0.02
 40 0.05 0.04
 45 0.08 0.05
 50 0.15 0.10
 55 0.34 0.16
 60 0.53 0.28
 65 0.00 0.00
 70 0.00 0.00

Continued
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General Employees Fund

        Salary Scale                          % Withdrawals
Year                  Increase     Year                   Male                    Female
 1 11.50% 1 25.00% 25.00%
 2 8.50 2 20.00 20.00
 3 7.00 3 15.00 15.00
 4 6.00 4 10.00 11.00
 5 5.50 5 9.00 10.00
 6 5.20 6 7.00 9.00
 7 4.90 7 5.50 7.50
 8 4.80 8 5.00 6.50
 9 4.70 9 4.50 5.50
 10 4.50 10 4.00 5.00
11 4.25 11 3.25 4.25
12 4.10 12 3.00 4.00
13 4.00 13 2.75 3.75
 14 3.90 14 2.50 3.50
15 3.90 15 2.50 3.25
16 3.85 16 2.25 3.00
17 3.80 17 2.00 2.75
18 3.75 18 1.75 2.50
19 3.75 19 1.50 2.50
20 3.75 20 1.50 2.25
21 3.75 21 1.50 2.25
22 3.70 22 1.50 2.25
23 3.60 23 1.00 2.00
24 3.60 24 1.00 2.00
25 3.60 25 1.00 1.75
26+ 3.50 26 1.00 1.75
   27 1.00 1.50
   28 1.00 1.50
   29 1.00 1.50
   30 1.00 1.50 

Summary of Actuarial Assumptions and Methods 
(continued from previous page)
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Police and Fire Fund
The following assumptions were used in valuing the liabilities and benefits under the plan. All actuarial 

assumptions are prescribed by Minnesota Statutes, the Legislative Commission on Pensions and Retirement 
(LCPR), or the Board of Trustees. These parties are responsible for selecting the assumptions used for this 
valuation. The assumptions prescribed are based on the last experience study, dated November 2010, 
prepared by a former actuary, and a review of inflation and investment return assumptions. An experience 
study for the 2011-2015 period was issued on August 30, 2016. This report recommended many changes 
to demographic assumptions, expected to be effective at a future date.

   Actuarial Cost Method Entry Age Normal, with costs allocated as a level percentage of  
   payroll. Actuarial gains (losses) reduce (increase) the unfunded 
   actuarial accrued liability. (1960)*
   Asset Valuation Method Fair market value smoothed over 5 years. (2008)

Investment return 8.00% per annum. (2015)
Benefit increases after retirement 1.00% per annum through 2050 and 2.50% per annum thereafter.  

   (2016)
Salary increases Reported salary at valuation date increased according to the rate  

   table, to current fiscal year and annually for each future year. Prior  
   fiscal year salary is annualized for members with less than one year  
   of service earned during the year. (2015)

Inflation 2.75% per year. (2015)
Payroll growth 3.50% per year. (2015)
Mortality rates 
  Healthy pre-retirement RP-2000 employee generational mortality table projected with 
  mortality improvement scale AA, white collar adjustment, set back  

   two years for males and females. (2011)
   Healthy post-retirement RP-2000 annuitant generational mortality table projected with 
  mortality improvement scale AA, white collar adjustment.  
  The RP-2000 employee mortality table as published by the Society  

   of Actuaries (SOA) contains mortality rates for ages 15 to 70 and  
   the annuitant mortality table contains mortality rates for ages 50 to

  95. We have applied the annuitant mortality table for active 
  members beyond age 70 until the assumed retirement age and the
  employee mortality table for annuitants younger than age 50. (2011)

  Disabled RP-2000 healthy annuitant mortality table, white collar adjustment,  
   set forward eight years for males and females. (2011)

Retirement Members retiring from active status are assumed to retire 
  according to the age related rates shown in the rate table. Members  

   who have attained the highest assumed retirement age are   
   assumed to retire in one year. (2011)

Withdrawal Select and Ultimate rates based on actual experience. Ultimate   
   rates after the third year are shown in rate table. Select rates   
   in the first three years are: (2011)

             Year    Select Withdrawal Rates
       1     8.00%
       2     5.00%
       3     3.50%* Year in parenthesis is the date of adoption. Continued
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Police and Fire Fund

Disability  Age-related rates based on experience; see table of sample rates. All  
    incidences are assumed to be duty-related.

Allowance for combined  Liabilities for former members are increased by 30.00% to account  
   service annuity for the effect of some participants having eligibility for a Combined  
  Service Annuity.

Administrative expenses Prior year administrative expenses expressed as percentage of prior  
  year projected payroll.

Refund of contributions Account balances accumulate interest until normal retirement date
  and are discounted back to the valuation date. All employees 
  withdrawing after becoming eligible for a deferred benefit take the  

  larger of their contributions accumulated with interest or the value of  
  their deferred benefit.

Commencement of deferred  Members receiving deferred annuities (including current terminated  
   benefits deferred members) are assumed to begin receiving benefits at age  
  55.

Percentage married 85% of male and 65% of female active members are assumed to be  
  married. Actual marital status is used for members in payment status.

Age of spouse Wives are assumed to be three years younger than their husbands for
   male members, and husbands are assumed to be four years older  

  than their wives for female members. For members in payment 
  status, actual spouse date of birth is used, if provided.
Eligible children Retiring members are assumed to have no dependent children.
Form of payment Married members retiring from active status are assumed to elect   

  subsidized joint and survivor form of annuity as follows:
  Males:   10% elect 25% Joint & Survivor option 
    20% elect 50% Joint & Survivor option 
    20% elect 75% Joint & Survivor option
    35% elect 100% Joint & Survivor option
  Females:  5% elect 25% Joint & Survivor option 
    15% elect 50% Joint & Survivor option 
    5% elect 75% Joint & Survivor option 
    15% elect 100% Joint & Survivor option
  Remaining married members and unmarried members are assumed  

  to elect the Straight Life option.

  Members receiving deferred annuities (including current terminated  
  deferred members) are assumed to elect a straight life annuity.

Eligibility testing Eligibility for benefits is determined based upon the age nearest birth- 
  day and service on the date the decrement is assumed to occur.

Decrement operation Withdrawal decrements do not operate during retirement eligibility.  
  Decrements are assumed to occur mid-fiscal year.

Service credit accruals It is assumed that members accrue one year of service credit per year.

Summary of Actuarial Assumptions and Methods 
(continued from previous page)
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*  Generally, mortality rates are expected to increase as age increases. These standard mortality  
 rates have been adjusted slightly to prevent decreasing mortality rates. If the rates were not  
 adjusted as described, we would not expect the valuation results to be materially different.

** These rates were adjusted for mortality improvements using Projection Scale AA.

Police and Fire Fund

Rate %*
              Healthy                                    Healthy                             Disability
                    Post-Retirement Mortality**        Pre-Retirement Mortality**             Mortality**
  Age            Male              Female              Male              Female       Male         Female
 20 0.03% 0.02% 0.03% 0.02% 0.04% 0.02%
 25 0.04 0.02 0.04 0.02 0.05 0.04
 30 0.04 0.03 0.04 0.02 0.08 0.06
 35 0.06 0.05 0.05 0.04 0.11 0.08
 40 0.09 0.06 0.08 0.06 0.17 0.13
 45 0.13 0.10 0.11 0.08 0.57 0.29
 50 0.60 0.24 0.17 0.13 0.57 0.47
 55 0.54 0.35 0.24 0.20 0.92 0.74
 60 0.66 0.56 0.35 0.31 1.58 1.24
 65 1.16 0.91 0.56 0.50 2.67 2.09
 70 1.93 1.52 0.85 0.76 4.75 3.50
 

      Withdrawal Rates
       After Third Year                     Disability Retirement
                   Age             Male             Female             Male          Female
 20 6.01% 6.01%  0.11% 0.11%
 25 3.24 3.24  0.13 0.13
 30 1.90 1.90  0.16 0.16
 35 1.46 1.46  0.19 0.19
 40 1.26 1.26  0.29 0.29
 45 0.91 0.91  0.54 0.54
 50 0.50 0.50  1.04 1.04
 55 0.11 0.11  2.03 2.03
 60 0.00 0.00  0.00 0.00

Continued
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                                Salary Scale 
           Age             Retirement                 Year               Increase
 50 13% 1 12.75% 
 51 10 2 10.75  
 52 10 3 8.75  
 53 10 4 7.75 
 54 13 5 6.25 
 55 30 6 5.85  
 56 20 7 5.55  
 57 20 8 5.35  
 58 20 9 5.15  
 59 20 10 5.05  
 60 25 11 4.95  
 61 25 12 4.85  
 62 35 13 4.75  
 63 35 14 4.65  
 64 35 15 4.55  
 65 50 16 4.55  
 66 50 17 4.55  
  67 50 18 4.55  
 68 50 19 4.55  
 69 50 20 4.55  
 70+ 100 21 4.45
   22 4.35
   23+ 4.25  
 

Police and Fire Fund

Summary of Actuarial Assumptions and Methods 
(continued from previous page)
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Correctional Fund
The following assumptions were used in valuing the liabilities and benefits under the Plan. All actuarial

assumptions are prescribed by Minnesota Statutes, the Legislative Commission on Pensions and Retirement 
(LCPR), or the Board of Trustees. These parties are responsible for selecting the assumptions used for this 
valuation. The assumptions prescribed are based on the last experience study, dated February 2012, pre-
pared by a former actuary and a review of inflation and investment return assumptions, dated September 
11, 2014.

  Actuarial Cost Method    Entry Age Normal, with costs allocated as a level percentage   
   of payroll. Actuarial gains (losses) reduce (increase) the unfunded 
   actuarial accrued liability. (1960)*
  Asset Valuation Method  Fair market value smoothed over 5 years. (2008)

Investment return   8.00% per annum. (2015)
Benefit increases after retirement  2.50% per annum. (2014)
Salary increases    Reported salary at valuation date increased according to the rate  

   table, to current fiscal year and annually for each future year.   
   Prior fiscal year salary is annualized for members with less than  
   one year of service earned during the year.

Inflation   2.75% per year. (2015)
Payroll growth   3.50% per year. (2015)
Mortality rates
    Healthy Pre-retirement  RP-2000 employee generational mortality table projected with   

   mortality improvement scale AA, white collar adjustment. (2012)

    Healthy Post-retirement  RP-2000 annuitant generational mortality table projected with   
   mortality improvement scale AA, white collar adjustment.

  
  The RP-2000 employee mortality table as published by the Society  

   of Actuaries (SOA) contains mortality rates for ages 15 to 70 and  
   the annuitant mortality table contains mortality rates for ages 50  
   to 95. We have applied the annuitant mortality table for active   
   members beyond age 70 until the assumed retirement age and  
   the employee mortality table for annuitants younger than age 50.  
   (2012)

    Disabled  RP-2000 disabled mortality table. (2012)

Retirement   Members retiring from active status are assumed to retire 
  according to the age related rates shown in the rate table.   

   Members who have attained the highest  assumed retirement age  
   are assumed to retire in one year. (1999)

Withdrawal   Select and Ultimate rates based on actual experience. Ultimate   
   rates after the third year are shown in rate table. Select rates in  
   the first three years are: (1999)

           Year              Select Withdrawal Rates
    1    25%
    2    20%
    3    15%

* Year in parenthesis is the date of adoption. Continued
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Correctional Fund

Disability  Age-related rates based on experience; see table of sample rates.  
 All incidences are assumed to be duty-related.

Allowance for combined Liabilities for former members are increased by 30.00% to account  
   service annuity for the effect of some participants having eligibility for a Combined  
 Service Annuity.

Administrative expenses  Prior year administrative expenses expressed as percentage of prior  
 year projected payroll.

Refund of contributions  Account balances accumulate interest until normal retirement date  
 and are discounted back to the valuation date. All employees with- 
 drawing after becoming eligible for a deferred benefit take the 

 larger of their contributions accumulated with interest or the value of  
 their deferred benefit.

Commencement of deferred Members receiving deferred annuities (including current terminated  
   benefits deferred members) are assumed to begin receiving benefits at age 55.

Percentage married  85% of active members are assumed to be married. Actual marital  
 status is used for members in payment status.

Age of spouse  Females are assumed to be three years younger than their male   
 spouses. For members in payment status, actual spouse date of birth  
 is used, if provided.

Eligible children  Retiring members are assumed to have no dependent children.
Form of payment  Married members retiring from active status are assumed to elect  

 subsidized joint and survivor form of annuity as follows:
 Males:  5% elect 25% Joint & Survivor option
   10% elect 50% Joint & Survivor option
   10% elect 75% Joint & Survivor option
   35% elect 100% Joint & Survivor option
 Females:  5% elect 25% Joint & Survivor option
   5% elect 50% Joint & Survivor option
   5% elect 75% Joint & Survivor option
   5% elect 100% Joint & Survivor option
 Remaining married members and unmarried members are assumed  

 to elect the Straight Life option.

 Members receiving deferred annuities (including current terminated  
 deferred members) are assumed to elect a straight life annuity.

Eligibility testing  Eligibility for benefits is determined based upon the age nearest   
 birthday and service on the date the decrement is assumed to occur.

Decrement operation  Withdrawal decrements do not operate during retirement eligibility.  
 Decrements are assumed to occur mid-fiscal year.

Service credit accruals  It is assumed that members accrue one year of service credit per   
 year.

Pay Increases  Pay increases are assumed to happen at the beginning of the fiscal  
 year. This is equivalent to assuming that reported earnings are 

 pensionable earnings for the year ending on the valuation date.

Summary of Actuarial Assumptions and Methods 
(continued from previous page)
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Rate (%)*
              Healthy                                   Healthy                            Disability
Age in           Post-Retirement Mortality**       Pre-Retirement Mortality**            Mortality**
 2014           Male              Female                Male             Female       Male         Female
 20 0.03% 0.02% 0.03% 0.02% 2.26% 0.75%
 25 0.04 0.02 0.04 0.02 2.26 0.75
 30 0.04 0.03 0.04 0.03 2.26 0.75
 35 0.06 0.05 0.06 0.05 2.26 0.75
 40 0.09 0.06 0.09 0.06 2.26 0.75
 45 0.13 0.10 0.13 0.10 2.26 0.75
 50 0.60 0.24 0.20 0.16 2.90 1.15
 55 0.54 0.35 0.27 0.24 3.54 1.65
 60 0.66 0.56 0.43 0.38 4.20 2.18
 65 1.16 0.91 0.67 0.59 5.02 2.80
 70 1.93 1.52 0.98 0.88 6.26 3.76
 

       
       Withdrawal Rates                 Disability Retirement
                   Age            Male           Female                Male           Female
 20 14.70% 14.20%  0.04% 0.04%
 25 14.70 14.20  0.06 0.06
 30 9.10 11.40  0.10 0.08
 35 6.00 8.60  0.18 0.11
 40 4.40 6.90  0.23 0.18
 45 3.40 4.30  0.34 0.39
 50 2.40 3.10  0.55 0.70
 55 1.40 2.20  0.88 1.18
 60 0.00 0.00  1.41 2.41
 65 0.00 0.00  1.67 2.67

*  Generally, mortality rates are expected to increase as age increases. These standard 
 mortality rates have been adjusted slightly to prevent decreasing mortality rates. If the 
 rates were not adjusted as described, we would not expect the valuation results to be   

 materially different.
**  These rates were adjusted for mortality improvements using projection scale AA.

Correctional Fund

Continued
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                                Salary Scale 
           Age                 Retirement            Age                  Increase
 50 3% 20 8.75% 
 51 2 25 7.50  
 52 2 30 6.50  
 53 2 35 6.00 
 54 5 40 5.50 
 55 20 45 4.75  
 56 8 50 4.75  
 57 8 55 4.50  
 58 8 60 4.00  
 59 8 65 3.75  
 60 15 70+ 3.75  
 61 15    
 62 30    
 63 30    
 64 30   
 65 40    
 66 40    
  67 40    
 68 40    
 69 40    
 70+ 100  
    
      
 

Correctional Fund

Summary of Actuarial Assumptions and Methods 
(continued from previous page)
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General Employees Fund   
                                                   Actuarial                                                                                      UAAL as a 
                                              Accrued Liability                                                                             Percentage of 
    Actuarial      Actuarial Value      (AAL)-Entry        Unfunded AAL      Funded Ratio  Covered Payroll   Covered Payroll 
Valuation Date    of Assets (a)           Age (b)            (UAAL) (b-a)             (a/b)                (c)                  [ (b-a)/c]        

   06/30/2007  $12,985,324   $17,705,627   $4,720,303  73.34%  $4,448,954  106.1%
   06/30/2008  13,048,970   17,729,847   4,680,877  73.60%  4,722,432  99.1%
   06/30/2009  13,158,490   18,799,416   5,640,926  69.99%  4,778,708  118.0%
   06/30/2010  13,126,993   17,180,956   4,053,963  76.40%  4,804,627  84.4%
   06/30/2011  13,455,753   17,898,849   4,443,096  75.18%  5,079,429  87.5%
   06/30/2012  13,661,682   18,598,897   4,937,215  73.45%  5,142,592  96.0%
   06/30/2013  14,113,295   19,379,769   5,266,474  72.82%  5,246,928  100.4%
   06/30/2014  15,644,540   21,282,504   5,637,964  73.51%  5,351,920  105.3%
   06/30/2015 17,974,439 23,560,951 5,586,512 76.29% 5,549,255 100.7%
 06/30/2016 18,765,863 24,848,409 6,082,546 75.52% 5,773,708 105.3%

  

Police and Fire Fund  
                                                   Actuarial                                                                                      UAAL as a 
                                              Accrued Liability                                                                             Percentage of 
    Actuarial      Actuarial Value      (AAL)-Entry        Unfunded AAL      Funded Ratio  Covered Payroll   Covered Payroll 
Valuation Date    of Assets (a)           Age (b)            (UAAL) (b-a)             (a/b)                (c)                  [ (b-a)/c]        

   06/30/2007  $5,198,922   $5,669,347   $470,425  91.70%  $648,342  72.6%
   06/30/2008  5,233,015   5,918,061   685,046  88.42%  703,701  97.3%
   06/30/2009  5,239,855   6,296,274   1,056,419  83.22%  733,164  144.1%
   06/30/2010  5,188,339   5,963,672   775,333  87.00%  740,101  104.8%
   06/30/2011  5,274,602   6,363,546   1,088,944  82.89%  775,806  140.4%
   06/30/2012  5,797,868   7,403,295   1,605,427  78.31%  794,417  202.1%
   06/30/2013  5,932,945   7,304,032   1,371,087  81.23%  796,188  172.2%
   06/30/2014  6,525,019   8,151,328   1,626,309  80.05%  820,333  198.2%
   06/30/2015 7,076,271 8,460,477 1,384,206 83.64% 845,076 163.8%
 06/30/2016 7,385,777 8,417,621 1,031,844 87.74% 881,222 117.1%

Correctional Fund  
                                                   Actuarial                                                                                      UAAL as a 
                                              Accrued Liability                                                                             Percentage of 
    Actuarial      Actuarial Value      (AAL)-Entry        Unfunded AAL      Funded Ratio  Covered Payroll   Covered Payroll 
Valuation Date    of Assets (a)           Age (b)            (UAAL) (b-a)             (a/b)                (c)                  [ (b-a)/c]        

   06/30/2007  $159,548   $162,169  $ 2,621  98.38%  $134,117  2.0%
   06/30/2008  192,937   192,572   (365) 100.19%  154,202  -0.2%
   06/30/2009  217,577   229,383   11,806  94.85%  154,650  7.6%
   06/30/2010  242,019   248,867   6,848  97.25%  154,777  4.4%
   06/30/2011  274,704   284,593   9,889  96.53%  165,077  6.0%
   06/30/2012  306,454   343,199   36,745  89.29%  164,340  22.4%
   06/30/2013  346,778   381,179   34,401  90.98%  164,820  20.9%
   06/30/2014  410,489   426,508   16,019  96.24%  172,041  9.3%
   06/30/2015 475,963 498,052 22,089 95.56% 179,623 12.3%
 06/30/2016 529,879 553,840 23,961 95.67% 188,816 12.7% 
 

Schedule of Funding Progress
 (last 10 years, in thousands, unaudited)
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General Employees Fund   
                                   Actuarial Accrued Liability For:                                                Portion of Accrued 
                      Active          Current Retirees        Active Members                                 Liabilities Covered 
Valuation       Member                 and             (Employer Financed)     Valuation           by Valuation Assets 
   Date      Contribution (1)   Beneficiaries(2)            Portion (3)               Assets              1        2         3     
06/30/07  $1,974,734  $9,374,533   $6,356,360   $12,985,324  100% 100% 25.7%
06/30/08  2,109,827   9,826,846   5,793,174   13,048,970  100% 100% 19.2%
06/30/09  2,273,256   10,368,306   6,157,854   13,158,490  100% 100% 8.4%
06/30/10  2,420,862   9,713,177   5,046,917   13,126,993  100% 100% 19.7%
06/30/11  2,548,609   10,195,812   5,154,428   13,455,753  100% 100% 13.8%
06/30/12  2,644,948   10,785,022   5,168,927   13,661,682  100% 100% 4.5%
06/30/13  2,739,037   11,432,882   5,207,850   14,113,295  100% 99% 0.0%
06/30/14  2,827,447   12,614,999   5,840,058   15,644,540  100% 100% 3.5% 
06/30/15 2,915,621 14,666,626 5,978,704 17,974,439 100% 100% 6.6%
06/30/16 3,018,468 15,706,371 6,123,570 18,765,863 100% 100% 0.7%

Police and Fire Fund  
                                   Actuarial Accrued Liability For:                                                Portion of Accrued 
                      Active          Current Retirees        Active Members                                 Liabilities Covered 
Valuation       Member                 and             (Employer Financed)     Valuation           by Valuation Assets 
   Date      Contribution (1)   Beneficiaries(2)            Portion (3)               Assets              1        2         3     
06/30/07  $404,434   $3,333,906   $1,931,007   $5,198,922  100% 100% 75.6%
06/30/08  440,786   3,513,091   1,964,184   5,233,015  100% 100% 65.1%
06/30/09  485,324   3,729,392   2,081,558   5,239,855  100% 100% 49.2%
06/30/10  531,676   3,547,230   1,884,766   5,188,339  100% 100% 58.9%
06/30/11  571,695   3,801,239   1,990,612   5,274,602  100% 100% 45.3%
06/30/12  609,387   4,654,847   2,139,061   5,797,868  100% 100% 24.9%
06/30/13  647,401   4,635,133   2,021,498   5,932,945  100% 100% 32.2%
06/30/14  662,732   5,190,447   2,298,149   6,525,019  100% 100% 29.2%
06/30/15 715,501 5,310,721 2,434,255 7,076,271 100% 100% 43.1%
06/30/16 769,533 5,279,381 2,368,707 7,385,777 100% 100% 56.4%

Correctional Fund    
                                   Actuarial Accrued Liability For:                                                Portion of Accrued 
                      Active          Current Retirees        Active Members                                 Liabilities Covered 
Valuation       Member                 and             (Employer Financed)     Valuation           by Valuation Assets 
   Date      Contribution (1)   Beneficiaries(2)            Portion (3)               Assets              1        2         3     
06/30/07   $38,697    $41,560    $81,912    $159,548  100% 100% 96.8%
06/30/08  44,596   55,875   92,101   192,937  100% 100% 100.4%
06/30/09  51,082   69,198   109,103   217,577  100% 100% 89.2%
06/30/10  56,834   74,405   117,628   242,019  100% 100% 94.2%
06/30/11  62,736   88,904   132,953   274,704  100% 100% 92.6%
06/30/12  66,254   117,016   159,929   306,454  100% 100% 77.0%
06/30/13  70,603   134,069   176,507   346,778  100% 100% 80.5%
06/30/14  75,492   154,273   196,743   410,489  100% 100% 91.9%
06/30/15 77,771 194,694 225,587 475,963 100% 100% 90.2%
06/30/16 81,675 228,642 243,523 526,879 100% 100% 88.9%

Solvency Test
Last 10 Years (in Thousands)
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General Employees Fund   
Valuation                                      Valuation                       Annual                     % Increase 
   Date             Number                  Payroll                      Average Pay               in Average Pay

06/30/07  146,226   $4,448,954,000   $30,425  3.3%
06/30/08  143,562   4,722,432,000   32,895  8.1%
06/30/09  143,353   4,778,708,000   33,335  1.3%
06/30/10  140,389   4,804,627,000   34,224  2.7%
06/30/11  139,952   5,079,429,000   36,294  6.0%
06/30/12  139,330   5,142,592,000   36,909  1.7%
06/30/13  139,763   5,246,928,000   37,542  1.7%
06/30/14  143,343   5,351,920,000   37,336  -0.5%
06/30/15 145,650 5,549,255,000 38,100 2.0%
06/30/16 148,745 5,773,708,000 38,816 1.9%

Police and Fire Fund  
Valuation                                      Valuation                       Annual                     % Increase 
   Date             Number                  Payroll                      Average Pay               in Average Pay

06/30/07  10,720   $648,342,000   $60,480  3.6%
06/30/08  10,961   703,701,000   64,200  6.2%
06/30/09  11,035   733,164,000   66,440  3.5%
06/30/10  11,002   740,101,000   67,270  1.2%
06/30/11  10,880   775,806,000   71,306  6.0%
06/30/12  10,865   794,417,000   73,117  2.5%
06/30/13  10,940   796,188,000   72,778  -0.5%
06/30/14  10,879   820,333,000   75,405  3.6%
06/30/15 11,157 845,076,000 75,744 0.4%
06/30/16 11,398 881,222,000 77,314 2.1%

Correctional Fund   
Valuation                                      Valuation                       Annual                     % Increase 
   Date             Number                  Payroll                      Average Pay               in Average Pay

06/30/07  3,566  $134,117,000   $37,610  6.1%
06/30/08  3,710   154,202,000   41,564  10.5%
06/30/09  3,715   154,650,000   41,629  0.2%
06/30/10  3,521   154,777,000   43,958  5.6%
06/30/11  3,510   165,077,000   47,030  7.0%
06/30/12  3,460   164,340,000   47,497  1.0%
06/30/13  3,493   164,820,000   47,186  -0.7%
06/30/14  3,603   172,041,000   47,749  1.2%
06/30/15 3,692 179,623,000 48,652 1.9%
06/30/16 3,827 188,816,000 49,338 1.4%

Schedule of Active Members Valuation Data
Last 10 Years
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General Employees Fund   
                       Added to Rolls            Removed from Rolls                  Year-End Total               % Change       Average 
    Year       Number      Annual        Number         Annual                               Annual            in Annual        Annual 
   Ended       Added     Allowances     Removed    Allowances       Number        Allowances        Allowances    Allowances

06/30/07  4,374   $40,320,000   2,016   $28,116,000   61,436   $793,309,000  5.0%  $12,913 
06/30/08  4,552   69,065,000   2,108   27,228,000   63,880   835,146,000  5.3%  13,074 
06/30/09  4,358   71,682,000   2,179   32,436,000   66,059   874,392,000  4.7%  13,237 
06/30/10  4,692   79,514,000   2,277   34,332,000   68,474   919,574,000  5.2%  13,430 
06/30/11  5,717   81,013,000   2,370   36,249,000   71,821   964,338,000  4.9%  13,427 
06/30/12  6,145   87,604,000   2,431   36,693,000   75,535   1,015,249,000  5.3%  13,441
06/30/13  6,166   92,483,000   2,618   40,328,000   79,083   1,067,404,000  5.1%  13,497
06/30/14  6,700   104,862,000   2,649   40,605,000   83,134   1,131,661,000  6.0%  13,612
06/30/15 10,537 241,065,000 3,079 54,630,000 90,592 1,318,096,000 16.5% 14,550 
06/30/16 6,783 110,107,000 3,087 52,933,000 94,288 1,375,270,000 4.3% 14,586

Police and Fire Fund  
                       Added to Rolls            Removed from Rolls                  Year-End Total               % Change       Average 
    Year       Number      Annual        Number         Annual                               Annual            in Annual        Annual 
   Ended       Added     Allowances     Removed    Allowances       Number        Allowances        Allowances    Allowances

06/30/07  428   $17,754,000   197  $6,936,000   7,032   $283,128,000  6.5%  40,263 
06/30/08  361   25,372,000   199   7,572,000   7,194   300,928,000  6.3%  41,830 
06/30/09  338   21,685,000   170   6,396,000   7,362   316,217,000  5.1%  42,953 
06/30/10  368   24,314,000   189   7,308,000   7,541   333,223,000  5.4%  44,188 
06/30/11  527   23,608,000   220   8,333,000   7,848   348,498,000  4.6%  44,406 
06/30/12  1,786   82,541,000   228   9,640,000   9,406   421,399,000  20.9%  44,801 
06/30/13  442   27,616,000   269   10,645,000   9,579   438,370,000  4.0%  45,764 
06/30/14  736   43,581,000   276   11,214,000   10,039   470,737,000  7.4%  46,891
06/30/15 431 31,109,000 261 11,409,000 10,209 490,437,000 4.2% 48,040
06/30/16 447 25,711,000 304 13,615,000 10,352 502,533,000 2.5% 48,545 

Correctional Fund   
                       Added to Rolls            Removed from Rolls                  Year-End Total               % Change       Average 
    Year       Number      Annual        Number         Annual                               Annual            in Annual        Annual 
   Ended       Added     Allowances     Removed    Allowances       Number        Allowances        Allowances    Allowances

06/30/07  57   $490,000   5   $3,000   275   $1,953,000  33.2%  $7,102 
06/30/08  47   471,000   4   48,000   318   2,376,000  21.7%  7,472 
06/30/09  77   755,000   9   108,000   386   3,023,000  27.2%  7,832 
06/30/10  60   707,000   5   96,000   441   3,634,000  20.2%  8,240 
06/30/11  92   866,000   5   68,000   528   4,432,000  22.0%  8,394 
06/30/12  96   1,048,000   17   168,000   607   5,312,000  19.9%  8,751 
06/30/13  100   1,125,000   17   180,000   690   6,257,000  17.8%  9,068 
06/30/14  96   1,131,000   17   274,000   769   7,114,000  13.7%  9,251
06/30/15 121 1,722,000 26 336,000 864 8,500,000 19.5% 9,838
06/30/16 118 1,645,000 15 146,000 967 9,999,000 17.6% 10,340

Schedule of Retirees and Beneficiaries
Last 10 Years
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General Employees Fund  
Statutory Contributions—M.S. Chapter 353                              Percent of Payroll       Dollar Amount 
        Employee Contributions 6.50% $383,996
        Employer Contributions 7.50%  443,059 
        Employer Supplemental Contributions 0.52% 31,000
        State Contributions   0.10%           6,000
              Total (a)  14.62% $864,055
Actuarially Required Contributions—M.S. Chapter 356
                              Retirement 5.37%  $317,176
        Normal Cost    Disability 0.22% 13,022                                             
                              Death 0.10% 5,908                               
                              Deferred    1.37%     80,945
                              Refund  0.54%         31,904                                 
                                Total 7.60% $448,955

        Amortization of Supplemental Contribution (UAAL) 8.69% $513,303
        Allowance for Administrative Expenses   0.20%         11,814
              Total (b) 16.49%* $974,072

Contribution Sufficiency (Deficiency) (a - b) -1.87% $(110,017) 

Projected Annual Payroll for Fiscal Year Beginning July 1, 2016  $5,906,821

Police and Fire Fund   
Statutory Contributions—M.S. Chapter 353                              Percent of Payroll         Dollar Amount  

        Employee Contributions 10.80% $98,909
        Employer Contributions  16.20%    148,364
        Minneapolis Police Contributions 0.98% 8,890
        Minneapolis Fire Contributions 0.52% 4,757
        Virginia Fire Contributions    0.00%            30
        State Contributions    0.98%        9,000
              Total (a) 29.48% $269,950
Actuarially Required Contributions—M.S. Chapter 356
                              Retirement 15.79% $144,609
        Normal Cost    Disability 3.19% 29,215
                              Death 0.49% 4,488
                              Deferred    1.13%     10,349
                              Refund        0.13%        1,191
                                Total 20.73% $189,852

        Amortization of Supplemental Contribution (UAAL) 7.47% $68,412
        Allowance for Administrative Expenses   0.10%          916
              Total (b) 28.30%** $259,180

Contribution Sufficiency (Deficiency) (a - b) 1.18% $10,770

Projected Annual Payroll for Fiscal Year Beginning July 1, 2016  $915,827

* The required contribution on a market value of assets basis is 17.59% of payroll. 
** The required contribution on a market value of assets basis is 30.39% of payroll. 

Determination of Contribution Sufficiency
As of June 30, 2016  (in thousands)

Continued
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Correctional Fund     
Statutory Contributions—M.S. Chapter 353E                             Percent of Payroll         Dollar Amount
 
        Employee Contributions 5.83% $11,784
        Employer Contributions   8.75%    17,687
              Total (a) 14.58% $29,471

Actuarially Required Contributions—M.S. Chapter 356
                              Retirement 8.57% $17,323
        Normal Cost    Disability 2.02% 4,083                       
                              Death 0.18% 364                               
                              Deferred 1.98%    4,002                               
                              Refund     0.47%        950                                 
                                Total 13.22% $26,722

         Amortization of Supplemental Contribution (UAAL) 1.09% $2,203
         Allowance for Administrative Expenses   0.15%        303
              Total (b) 14.46%* $29,228

Contribution Sufficiency (Deficiency) (a - b) 0.12% $243

Projected Annual Payroll for Fiscal Year Beginning July 1, 2016  $202,134

* The required contribution on a market value of assets basis is 15.47% of payroll. 

Determination of Contribution Sufficiency
As of June 30, 2016  (in thousands) (continued from previous page)
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Determination of Actuarial Value of Assets
As of June 30, 2016 (in thousands)

General Employees Fund   

Fair value of assets available for benefits (a)    $ 17,994,909
                                                     Original              % Not           Unrecognized 
Calculation of unrecognized return        Amount           Recognized       Return     
   Year ended June 30, 2016 $(1,484,753) 80% $(1,187,802)
   Year ended June 30, 2015   (630,861)  60%  (378,517)
   Year ended June 30, 2014    1,571,711  40%     628,684 
   Year ended June 30, 2013   833,405 20%    166,681
        Total unrecognized return (b)    $(770,954)

Actuarial Value of Assets (a-b)    $18,765,863

 

Police and Fire Fund  

Fair value of assets available for benefits (a)    $7,098,090
                                  
                                                           Original             % Not           Unrecognized 
Calculation of unrecognized return          Amount          Recognized         Return     
   Year ended June 30, 2016 $(587,179) 80% $(469,743)
   Year ended June 30, 2015 (254,614) 60%  (152,768)
   Year ended June 30, 2014   659,930  40%    263,972
   Year ended June 30, 2013     354,260 20%  70,852
        Total unrecognized return (b)    $(287,687)

Actuarial Value of Assets (a-b)    $7,385,777

Correctional Fund   

Fair value of assets available for benefits (a)    $507,783
                                                         Original              % Not            Unrecognized 
Calculation of unrecognized return         Amount           Recognized         Return     
   Year ended June 30, 2016 $(39,723) 80% $(31,778)
   Year ended June 30, 2015  (16,571) 60%  (9,943) 
   Year ended June 30, 2014   39,430 40%   15,772
   Year ended June 30, 2013  19,267 20%  3,853
          Total unrecognized return (b)    $(22,096) 

Actuarial Value of Assets (a-b)    $529,879
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Schedule of Changes in Unfunded  
Actuarial Accrued Liabilities (UAAL)
For the Fiscal Year Ended June 30, 2016 (in thousands)

                                                                 

A. UAAL at Beginning of Year (7/1/15) $5,586,512    $1,384,206     $22,089

B. Change Due to Interest Requirements
    and Current Rate of Funding
      1. Normal Cost and Expenses  439,360   193,151   25,690     
      2. Contributions  (841,269)  (260,237)  (27,498) 
      3. Interest on A, B1 and B2       430,845      108,053    1,695  

C. Expected UAAL at End of Year (A+B) $5,615,448   $1,425,173  $21,976    

D. Increase (Decrease) Due to Actuarial  
    Losses (Gains) Because of Experience  
    Deviations from Expected* 
    1. Age and Service Retirements  5,127  (6,258)   (823)  
    2. Disability Retirements (194)  2,944  (1,789) 
    3. Death-in-Service Benefits (8,912)  (290)  (98)     
    4. Withdrawals  (42,502)  (896)  720   
    5. Salary Increases 27,757  (29,913)  (829)   
    6. Investment Income 69,210  6,203  1,981  
    7. Mortality of Annuitants (6,294)  1,454 1,440  
    8. Other Items       7,083       (95,954)    1,383  
 
E. UAAL at End of Year Before Plan Amendments
    and Changes in Actuarial Assumption (C+D) $5,666,723  $1,302,463  $23,961    

F. Change in UAAL Due to Change in 
   Plan Provisions 0 0 0 

G. Change in UAAL Due to Change in        415,823   (270,619)   0   
     Actuarial Assumptions and Methods

H. Change in Unfunded Actuarial Accrued Liability Due                0             0            0  
    To Changes in Decrement Timing and Methodology  

I. UAAL at End of Year 6/30/16 (E+F+G+H) $6,082,546 $1,031,844 $23,961 

*  Explanatory Notes:
   1.  If members retire earlier than assumed, there is a loss; if later, a gain. 
   2.  If more members take a disability than assumed, there is a loss; if fewer, a gain. 
   3.  If fewer active members die than assumed, there is a loss; if more, a gain.  
   4.  If fewer members terminate employment than assumed, there is a loss; if more, a gain.  
   5.  If there are larger salary increases than assumed, there is a loss; if smaller, a gain.  
   6.  If there is a smaller investment return than assumed, there is a loss; if larger, a gain. 
   7.  If benefit recipients live longer than assumed, there is a loss; if less, a gain.  
   8. Miscellaneous gains and losses.  

Police and
Fire Fund

General Employees 
Fund

Correctional 
Fund



Total Membership................................358,949 

Retired..............................................52,928

Beneficiaries.......................................10,517

Deferred Annuitants...............................139,614

Average Annual Benefits.....................$13,227

Retirement Fund.......................................$9,262 

Police & Fire Fund.................................$27,660 

Correctional Fund....................................$2,760

2005 Active Members..........................155,890

Total Assets............................$17,150,195,000

Retirement Fund.......................$12,062,702,000

Police & Fire Fund.....................$4,949,134,000

Correctional Fund.........................$112,413,000

Defined Contribution Plan..............$25,946,000

Retirement Fund Annuitants.................63,445

PERA through the years
the '00s—
The 2005 Legislative Session was noteworthy in that PERA was able to get approval to increase  
Coordinated Plan and Police & Fire Plan contribution rates incrementally over the next five years. The 
existing rates did not pay for the benefits promised to members and needed to be raised in order for 
the Association's plans to become or remain fully funded. During 2005, PERA completed work on 
ERIS, a web-based tool that allows participating employers to enroll their eligible employees and enter 
personal and secure employment data about their employees directly into our system.

PERA’s Financial Highlights– year 2005

Statistical Section
PERA 2016 Comprehensive Annual Financial Report
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December 2, 2016

The Statistical Section provides additional historical perspective, context, 
and detail in order to promote a more comprehensive understanding of 
PERA’s financial statements, note disclosures, and supplemental information.  
In addition, multi-year trend financial and operating information provided in 
this section is intended to facilitate understanding of how the agency’s finan-
cial position and performance has changed over time.   

Financial trend information includes a ten-year Schedule of Changes in 
Fiduciary Net Position.  This schedule provides the history of additions and 
deductions for each fund and allows the reader to see the rate of growth for 
each addition and deduction type.  The Benefits and Refunds by Type schedule 
shows the types of benefit payments and refunds paid out over the last ten 
years.  These two schedules show the changes to the fund balances and the 
reasons for those changes over the past ten years. 

Membership information includes information about our active, deferred, 
and retired members.  The section includes a Summary of Membership for 
each fund including the ten-year counts of active and non-active members.  
The Schedule of New Retirees and Initial Benefits Paid for our defined benefit 
plans, followed by a Schedule of Benefit Recipients by Type give more detailed 
information about the starting benefit payment and the type of benefit select-
ed.  In addition, the schedule includes information about how many annui-
tants chose a joint and survivor option.

The final schedule, Principal Participating Employers, shows the top ten par-
ticipating employers in each fund compared to the top ten employers in 2007.  
In addition, information is displayed on how to view the full-listing of all par-
ticipating employers and the contributions submitted to PERA.

The information contained in this section was produced by either PERA’s 
actuary or from internal data sources.

David Andrews
Accounting Director

Introduction
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Schedule of Changes in Fiduciary Net Position
Last 10 Fiscal Years  (in thousands)                                                                    

*The Minneapolis Employees Retirement Fund merged into the General Employees Fund on January 1, 2015.

General Employees Fund*                                                          
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions   
  Employer Contributions $283,419  $303,304  $328,603  $342,678  $357,596 $368,037 $372,652 $382,251 $435,115 $459,978
  State Contributions 0 0 0 0 0 0 0 0 0 6,000
  Member Contributions 260,907  280,007  298,381  303,571  311,115  321,412 327,933 334,495 353,765 375,291 
  Investment Income (net of expense) 2,206,085  (669,406) (2,381,642) 1,519,786  2,607,568  320,417 1,903,746 2,760,854 777,504 (20,851) 
  Other         4,229         3,681           3,725            241            435            564               0            605            278            431
  Total Additions to Fiduciary Net Position  $2,754,640 $(82,414) $(1,750,933) $2,166,276 $3,276,714 $1,010,430   $2,604,331 $3,478,205     $1,566,662     $820,849

Deductions   
  Benefits  $784,013 $824,372 $863,910 $906,300 $950,708 $1,000,644 $1,051,591 $1,109,866 $1,235,303 $1,359,176 
  Refunds  25,745 28,772 26,887 28,770 38,218 39,105 35,865 38,264 35,655 37,209 
  Administrative Expenses  9,061 9,473 9,706 9,476 9,748 9,650 9,897 9,861 10,367 11,110 
  Other        2,918       3,245       1,895             0             0                0              23                0               0               0
  Total Deductions from Fiduciary Net Position    $821,737 $865,862 $902,398 $944,546 $998,674 $1,049,399 $1,097,376 $1,157,991 $1,281,325 $1,407,495 
  

Special Item         $891,636

         Change in Fiduciary Net Position  $1,932,903 $(948,276) $(2,653,331) $1,221,730 $2,278,040 $(38,969) $1,506,955 $2,320,214 $1,176,973 $(586,646)

Police and Fire Fund    
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions      
  Employer Contributions   $74,707 $87,023 $101,548 $107,065 $109,604 $121,891 $125,995 $132,632 $144,317 $156,065 
  State Contribution  0 0 0 0 0 0 0 9,000 9,000 9,000 
  Member Contributions  50,689 58,259 67,701 71,736 73,702 76,264 76,434 81,213 88,733 95,172
  Investment Income (net of expense) 882,408 (266,573) (967,445) 602,177 1,024,981 156,926 806,742 1,158,389 317,556 (8,949)
  Other         1,671        1,029           701              0                1   488,521            24              18              84             3
  Total Additions to Fiduciary Net Position   $1,009,475 $(120,262) $(797,495) $780,978 $1,208,288 $843,602 $1,009,195 $1,381,252 $559,690 $251,291

Deductions   
  Benefits  $280,267 $295,994 $310,100 $326,041 $342,219 $386,208 $431,726 $452,462 $481,330 $498,608
  Refunds  874 1,496 1,237 1,493 2,012 1,524 2,020 1,633 1,953 2,391
  Administrative Expenses  678 745 747 753 762 855 755 798 803 906
  Other          248          342          199             0             0             0             0             0               0               0
  Total Deductions from Fiduciary Net Position $282,067 $298,577   $312,283 $328,287 $344,993 $388,587 $434,501 $454,893 $484,086 $501,905

         Change in Fiduciary Net Position $727,408 $(418,839) $(1,109,778) $452,691 $863,295 $455,015 $574,694 $926,359     $75,604 $(250,614) 

      

Correctional Fund
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions    
  Employer Contributions $12,499 $13,388 $14,123 $14,170 $14,289 $14,320 $14,498 $15,054 $15,736 $16,490 
  Member Contributions 8,335 8,922 9,409 9,442 9,624 9,581 9,609 10,030 10,472 11,008
  Investment Income (net of expense) 25,081 (9,552) (36,201) 24,745 50,343 7,846 44,378 69,451 20,373 209
  Other                         22         16          35           0             0           0           0           0           0           0
 Total Additions to Fiduciary Net Position $45,937 $12,774 $(12,634) $48,357 $74,256 $31,747 $68,485 $94,535 $46,581 $27,707

 
Deductions          
  Benefits $1,836 $2,268 $2,836 $3,353 $4,026 $4,809 $5,757 $6,711 $7,777 $9,381 
  Refunds 474 724 810 714 1,338 1,332 1,177 1,105 1,057 982 
  Administrative Expenses 185 213 219 222 229 229 209 236 247 292 
  Other               12         34          17           0           0           0           0           1           0           0
  Total Deductions from Fiduciary Net Position  $2,507 $3,239     $3,882 $4,289 $5,593 $6,370 $7,143 $8,053 $9,081 $10,655

         Change in Fiduciary Net Position   $43,430 $9,535 $(16,516) $44,068  $68,663 $25,377 $61,342 $86,482 $37,500 $17,052
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General Employees Fund*                                                          
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions   
  Employer Contributions $283,419  $303,304  $328,603  $342,678  $357,596 $368,037 $372,652 $382,251 $435,115 $459,978
  State Contributions 0 0 0 0 0 0 0 0 0 6,000
  Member Contributions 260,907  280,007  298,381  303,571  311,115  321,412 327,933 334,495 353,765 375,291 
  Investment Income (net of expense) 2,206,085  (669,406) (2,381,642) 1,519,786  2,607,568  320,417 1,903,746 2,760,854 777,504 (20,851) 
  Other         4,229         3,681           3,725            241            435            564               0            605            278            431
  Total Additions to Fiduciary Net Position  $2,754,640 $(82,414) $(1,750,933) $2,166,276 $3,276,714 $1,010,430   $2,604,331 $3,478,205     $1,566,662     $820,849

Deductions   
  Benefits  $784,013 $824,372 $863,910 $906,300 $950,708 $1,000,644 $1,051,591 $1,109,866 $1,235,303 $1,359,176 
  Refunds  25,745 28,772 26,887 28,770 38,218 39,105 35,865 38,264 35,655 37,209 
  Administrative Expenses  9,061 9,473 9,706 9,476 9,748 9,650 9,897 9,861 10,367 11,110 
  Other        2,918       3,245       1,895             0             0                0              23                0               0               0
  Total Deductions from Fiduciary Net Position    $821,737 $865,862 $902,398 $944,546 $998,674 $1,049,399 $1,097,376 $1,157,991 $1,281,325 $1,407,495 
  

Special Item         $891,636

         Change in Fiduciary Net Position  $1,932,903 $(948,276) $(2,653,331) $1,221,730 $2,278,040 $(38,969) $1,506,955 $2,320,214 $1,176,973 $(586,646)

Police and Fire Fund    
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions      
  Employer Contributions   $74,707 $87,023 $101,548 $107,065 $109,604 $121,891 $125,995 $132,632 $144,317 $156,065 
  State Contribution  0 0 0 0 0 0 0 9,000 9,000 9,000 
  Member Contributions  50,689 58,259 67,701 71,736 73,702 76,264 76,434 81,213 88,733 95,172
  Investment Income (net of expense) 882,408 (266,573) (967,445) 602,177 1,024,981 156,926 806,742 1,158,389 317,556 (8,949)
  Other         1,671        1,029           701              0                1   488,521            24              18              84             3
  Total Additions to Fiduciary Net Position   $1,009,475 $(120,262) $(797,495) $780,978 $1,208,288 $843,602 $1,009,195 $1,381,252 $559,690 $251,291

Deductions   
  Benefits  $280,267 $295,994 $310,100 $326,041 $342,219 $386,208 $431,726 $452,462 $481,330 $498,608
  Refunds  874 1,496 1,237 1,493 2,012 1,524 2,020 1,633 1,953 2,391
  Administrative Expenses  678 745 747 753 762 855 755 798 803 906
  Other          248          342          199             0             0             0             0             0               0               0
  Total Deductions from Fiduciary Net Position $282,067 $298,577   $312,283 $328,287 $344,993 $388,587 $434,501 $454,893 $484,086 $501,905

         Change in Fiduciary Net Position $727,408 $(418,839) $(1,109,778) $452,691 $863,295 $455,015 $574,694 $926,359     $75,604 $(250,614) 

      

Correctional Fund
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions    
  Employer Contributions $12,499 $13,388 $14,123 $14,170 $14,289 $14,320 $14,498 $15,054 $15,736 $16,490 
  Member Contributions 8,335 8,922 9,409 9,442 9,624 9,581 9,609 10,030 10,472 11,008
  Investment Income (net of expense) 25,081 (9,552) (36,201) 24,745 50,343 7,846 44,378 69,451 20,373 209
  Other                         22         16          35           0             0           0           0           0           0           0
 Total Additions to Fiduciary Net Position $45,937 $12,774 $(12,634) $48,357 $74,256 $31,747 $68,485 $94,535 $46,581 $27,707

 
Deductions          
  Benefits $1,836 $2,268 $2,836 $3,353 $4,026 $4,809 $5,757 $6,711 $7,777 $9,381 
  Refunds 474 724 810 714 1,338 1,332 1,177 1,105 1,057 982 
  Administrative Expenses 185 213 219 222 229 229 209 236 247 292 
  Other               12         34          17           0           0           0           0           1           0           0
  Total Deductions from Fiduciary Net Position  $2,507 $3,239     $3,882 $4,289 $5,593 $6,370 $7,143 $8,053 $9,081 $10,655

         Change in Fiduciary Net Position   $43,430 $9,535 $(16,516) $44,068  $68,663 $25,377 $61,342 $86,482 $37,500 $17,052

Continued
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Minneapolis Employees Retirement Fund*
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions    
  Employer Contributions $19,545  $6,405  $6,646  $4,798  $5,105  $31,623 $31,447 $31,426 $150 $0
  State Contribution 9,000  8,866  9,000  9,000  22,750  22,750 24,000 24,000 21,575 0
  Member Contributions 1,665  1,431  1,072  1,081  767  564 426 370 0 0
  Investment Income (net of expense) 209,351  (61,298) (223,187) 125,710  182,660  18,199 108,116 145,957 117 0
  Other              0              0               0             0           44         207             8           39            3    0
  Total Additions to Fiduciary Net Position   $239,561 $(44,596) $(206,469) $140,589 $211,326 $73,343 $163,997 $201,792 $21,845 $0

Deductions    
  Benefits $147,031  $148,221  $148,745  $147,099  $143,961  $140,709 $137,807 $134,466 $66,093 $0
  Refunds 165  727  88  27  178  638 57 47 51 0
  Administrative Expenses 665  690  761  1,235  233  172 131 146 10 0
  Other             0          155       1,882      1,571            0             0             0             0              0              0
  Total Deductions from Fiduciary Net Position          $147,861 $149,793 $151,476 $149,932 $144,372 $141,519 $137,995 $134,659 $66,154 $0

Special Item         $(891,636)

   Change in Fiduciary Net Position $91,700 $(194,389) $(357,945) $(9,343) $66,954 $(68,176) $26,002 $67,133 $(935,945) $0

Volunteer Firefighter Fund* 
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions    
  Employer Contributions  $0 $0 $0 $7 $191 $118 $291 $414 $226 $332
  State Contributions 0 0 0 0  153 361 900 1,430 1,811
  Investment Income (net of expense) 0 0 0 (8) 242 254 1,082 2,623 880 1,325
  Other (mainly initial transfer of assets)   0   0   0   791   2,450    3,076  7,984    7,953      4,667      20,401
  Total Additions to Plan Net Position   $0 $0 $0 $790 $2,883 $3,601 $9,718 $11,890 $7,203 $23,869

Deductions   
 
  Benefits and Refunds  $0 $0 $0 $25 $119 $278 $838 $1,096 $1,221 $1,644
  Administrative Expenses    0   0    0       1          8        21       38         71        86      132
  Total Deductions from Fiduciary Net Position $0 $0   $0 $26  $127 $299 $876 $1,167 $1,307 $1,776
      
   Change in Fiduciary Net Position $0 $0 $0 $764 $2,756 $3,301 $8,842                  $10,723                  $5,896              $22,093

 
       

Defined Contribution Fund  

  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions  
  Employer Contributions $1,374  $1,503  $1,583  $1,582  $1,622  $1,674 $1,734 $1,755 $1,850 $1,965
  Member Contributions 1,254  1,356  1,462  1,480  1,496  1,547 1,612 1,628 1,698 1,779
  Investment Income 4,265  (2,173) (5,146) 3,710  6,726  1,263 5,625 8,004 2,681 999
  Other            0         0          0         1         0          0         0           0         0         2
     Total Additions to Plan Net Position  $6,893 $686 $(2,101) $6,773 $9,844 $4,484 $8,971 $11,387 $6,229 $4,745

Deductions           
  Refunds $2,014  $1,567  $1,398  $1,817  $2,596  $2,128 $3,399 $2,800 $3,489 $3,755
  Administrative Expenses      117       113       112      211     129       144     152       171      186      189
     Total Deductions from Fiduciary Net Position    $2,131 $1,680     $1,510 $2,028 $2,725 $2,272 $3,551  $2,971 $3,675 $3,944

         Change in Fiduciary Net Position $4,762 $(994) $(3,611) $4,745  $7,119  $2,212 $5,420 $8,416 $2,554 $801

*The Volunteer Firefighter Plan was established January 1, 2010.

*The Minneapolis Employees Retirement Fund merged into the General Employees Fund on January 1, 2015.

Schedule of Changes in Fiduciary Net Position
Last 10 Fiscal Years  (in thousands) (continued from previous page)                                                                    
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Minneapolis Employees Retirement Fund*
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions    
  Employer Contributions $19,545  $6,405  $6,646  $4,798  $5,105  $31,623 $31,447 $31,426 $150 $0
  State Contribution 9,000  8,866  9,000  9,000  22,750  22,750 24,000 24,000 21,575 0
  Member Contributions 1,665  1,431  1,072  1,081  767  564 426 370 0 0
  Investment Income (net of expense) 209,351  (61,298) (223,187) 125,710  182,660  18,199 108,116 145,957 117 0
  Other              0              0               0             0           44         207             8           39            3    0
  Total Additions to Fiduciary Net Position   $239,561 $(44,596) $(206,469) $140,589 $211,326 $73,343 $163,997 $201,792 $21,845 $0

Deductions    
  Benefits $147,031  $148,221  $148,745  $147,099  $143,961  $140,709 $137,807 $134,466 $66,093 $0
  Refunds 165  727  88  27  178  638 57 47 51 0
  Administrative Expenses 665  690  761  1,235  233  172 131 146 10 0
  Other             0          155       1,882      1,571            0             0             0             0              0              0
  Total Deductions from Fiduciary Net Position          $147,861 $149,793 $151,476 $149,932 $144,372 $141,519 $137,995 $134,659 $66,154 $0

Special Item         $(891,636)

   Change in Fiduciary Net Position $91,700 $(194,389) $(357,945) $(9,343) $66,954 $(68,176) $26,002 $67,133 $(935,945) $0

Volunteer Firefighter Fund* 
  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions    
  Employer Contributions  $0 $0 $0 $7 $191 $118 $291 $414 $226 $332
  State Contributions 0 0 0 0  153 361 900 1,430 1,811
  Investment Income (net of expense) 0 0 0 (8) 242 254 1,082 2,623 880 1,325
  Other (mainly initial transfer of assets)   0   0   0   791   2,450    3,076  7,984    7,953      4,667      20,401
  Total Additions to Plan Net Position   $0 $0 $0 $790 $2,883 $3,601 $9,718 $11,890 $7,203 $23,869

Deductions   
 
  Benefits and Refunds  $0 $0 $0 $25 $119 $278 $838 $1,096 $1,221 $1,644
  Administrative Expenses    0   0    0       1          8        21       38         71        86      132
  Total Deductions from Fiduciary Net Position $0 $0   $0 $26  $127 $299 $876 $1,167 $1,307 $1,776
      
   Change in Fiduciary Net Position $0 $0 $0 $764 $2,756 $3,301 $8,842                  $10,723                  $5,896              $22,093

 
       

Defined Contribution Fund  

  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016Additions  
  Employer Contributions $1,374  $1,503  $1,583  $1,582  $1,622  $1,674 $1,734 $1,755 $1,850 $1,965
  Member Contributions 1,254  1,356  1,462  1,480  1,496  1,547 1,612 1,628 1,698 1,779
  Investment Income 4,265  (2,173) (5,146) 3,710  6,726  1,263 5,625 8,004 2,681 999
  Other            0         0          0         1         0          0         0           0         0         2
     Total Additions to Plan Net Position  $6,893 $686 $(2,101) $6,773 $9,844 $4,484 $8,971 $11,387 $6,229 $4,745

Deductions           
  Refunds $2,014  $1,567  $1,398  $1,817  $2,596  $2,128 $3,399 $2,800 $3,489 $3,755
  Administrative Expenses      117       113       112      211     129       144     152       171      186      189
     Total Deductions from Fiduciary Net Position    $2,131 $1,680     $1,510 $2,028 $2,725 $2,272 $3,551  $2,971 $3,675 $3,944

         Change in Fiduciary Net Position $4,762 $(994) $(3,611) $4,745  $7,119  $2,212 $5,420 $8,416 $2,554 $801
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 General Employees Fund*            
 Benefits by Type:    2007               2008                    2009          2010                              2011           2012                2013                      2014                  2015    2016

 Retirement   $751,396   $791,449   $830,476   $872,828   $917,461   $967,793   $914,195   $970,716  $1,083,605  $1,195,640
 Survivor  12,100   11,424   10,942   10,558   10,058   9,038   114,131   116,451  129,405 140,630
 Disability      20,517       21,499       22,492       22,914      23,189       23,813        23,265         22,699          22,293 22,906 
           Total $784,013   $824,372  $863,910 $906,300 $950,708 $1,000,644 $1,051,591 $1,109,866            $1,235,303             $1,359,176            

 Refunds by Type:           
 Separation  $17,494   $19,970   $18,343   $19,261   $25,201   $27,395   $25,878   $27,962  $26,173 $27,601
 Death  379   393   428   378   475   688   695   514  707 505
 Interest/Employer      7,872         8,409       8,116        9,131      12,542         11,022          9,292           9,788          8,775 9,103
     Total $25,745  $28,772  $26,887 $28,770 $38,218 $39,105 $35,865 $38,264 $35,655 $37,209

 

 Police and Fire Fund            
 Benefits by Type:    2007               2008                    2009          2010                              2011             2012                2013                      2014                  2015    2016

 Retirement   $233,941   $247,667   $260,312   $274,751   $289,796   $327,956   $336,220  $353,620  $379,068 $391,952
 Survivor    13,079   13,237   13,746   14,120   14,518   18,268   52,827   54,462  56,523 58,119
 Disability       33,247      35,090      36,042      37,170      37,905       39,984        42,679         44,380     45,739     48,537
     Total       $280,267   $295,994  $310,100 $326,041 $342,219 $386,208 $431,726  $452,462 $481,330 $498,608            

 Refunds by Type:          
 Separation    $538   $890   $735   $955   $1,275   $1,079   $1,243   $1,179  $1,423 $1,540
 Death 0     39   0     0     2   6   31   0    0 0
 Interest/Employer           336          567          502          538          735            439               746              454          530 851
     Total $874   $1,496  $1,237 $1,493 $2,012 $1,524 $2,020  $1,633 $1,953 $2,391

  

 Correctional Fund             
 Benefits by Type:    2007               2008                    2009          2010                               2011             2012                 2013                     2014                  2015    2016

 Retirement $624   $863   $1,209   $1,627   $2,081   $2,790   $3,518    $4,427  $5,528 $6,951
 Survivor  9   12   14   19   23   23   180   240  278 372
 Disability      1,203    1,393    1,613     1,707   1,922    1,996    2,059    2,044    1,971 2,055
     Total  $1,836   $2,268   $2,836  $3,353   $4,026   $4,809  $5,757   $6,711  $7,777 $9,381           

 Refunds by Type:           
 Separation     $395    $606    $650    $572    $997    $1,060    $857    $844  $821 $792
 Death  5   0    0     5   0     10   48   0    29 0
 Interest/Employer          73   118     160     137    341       262     272       261     207 190
     Total  $473        $724 $810  $714 $1,338 $1,332 $1,177  $1,105  $1,057 $982

*The Minneapolis Employees Retirement Fund merged into the General Employees Fund on January 1, 2015.

Benefits and Refunds by Type
Last 10 Fiscal Years  (in thousands)   



113Statistical Section  |  PERA 2016 Comprehensive Annual Financial Report   

St
a
tis

tic
a
l 

Se
ct

io
n

 General Employees Fund*            
 Benefits by Type:    2007               2008                    2009          2010                              2011           2012                2013                      2014                  2015    2016

 Retirement   $751,396   $791,449   $830,476   $872,828   $917,461   $967,793   $914,195   $970,716  $1,083,605  $1,195,640
 Survivor  12,100   11,424   10,942   10,558   10,058   9,038   114,131   116,451  129,405 140,630
 Disability      20,517       21,499       22,492       22,914      23,189       23,813        23,265         22,699          22,293 22,906 
           Total $784,013   $824,372  $863,910 $906,300 $950,708 $1,000,644 $1,051,591 $1,109,866            $1,235,303             $1,359,176            

 Refunds by Type:           
 Separation  $17,494   $19,970   $18,343   $19,261   $25,201   $27,395   $25,878   $27,962  $26,173 $27,601
 Death  379   393   428   378   475   688   695   514  707 505
 Interest/Employer      7,872         8,409       8,116        9,131      12,542         11,022          9,292           9,788          8,775 9,103
     Total $25,745  $28,772  $26,887 $28,770 $38,218 $39,105 $35,865 $38,264 $35,655 $37,209

 

 Police and Fire Fund            
 Benefits by Type:    2007               2008                    2009          2010                              2011             2012                2013                      2014                  2015    2016

 Retirement   $233,941   $247,667   $260,312   $274,751   $289,796   $327,956   $336,220  $353,620  $379,068 $391,952
 Survivor    13,079   13,237   13,746   14,120   14,518   18,268   52,827   54,462  56,523 58,119
 Disability       33,247      35,090      36,042      37,170      37,905       39,984        42,679         44,380     45,739     48,537
     Total       $280,267   $295,994  $310,100 $326,041 $342,219 $386,208 $431,726  $452,462 $481,330 $498,608            

 Refunds by Type:          
 Separation    $538   $890   $735   $955   $1,275   $1,079   $1,243   $1,179  $1,423 $1,540
 Death 0     39   0     0     2   6   31   0    0 0
 Interest/Employer           336          567          502          538          735            439               746              454          530 851
     Total $874   $1,496  $1,237 $1,493 $2,012 $1,524 $2,020  $1,633 $1,953 $2,391

  

 Correctional Fund             
 Benefits by Type:    2007               2008                    2009          2010                               2011             2012                 2013                     2014                  2015    2016

 Retirement $624   $863   $1,209   $1,627   $2,081   $2,790   $3,518    $4,427  $5,528 $6,951
 Survivor  9   12   14   19   23   23   180   240  278 372
 Disability      1,203    1,393    1,613     1,707   1,922    1,996    2,059    2,044    1,971 2,055
     Total  $1,836   $2,268   $2,836  $3,353   $4,026   $4,809  $5,757   $6,711  $7,777 $9,381           

 Refunds by Type:           
 Separation     $395    $606    $650    $572    $997    $1,060    $857    $844  $821 $792
 Death  5   0    0     5   0     10   48   0    29 0
 Interest/Employer          73   118     160     137    341       262     272       261     207 190
     Total  $473        $724 $810  $714 $1,338 $1,332 $1,177  $1,105  $1,057 $982

Continued
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 Volunteer Firefighter Fund*           
 Benefits by Type:       2007                2008                      2009           2010                                   2011             2012                  2013           2014   2015                    2016

 Retirement    $0   $0   $0   $0   $0   $0   $0   $0 $0 $279
 Survivor   0   0   0    0   0   0   0   0   0 23
 Lump Sum Benefit    0     0    0   25    119    279    838    1,096    1,221 1,342
     Total      $0     $0   $0  $25  $119 $279 $838  $1,096 $1,221   $1,644

 Minneapolis Employees Retirement Fund*             
 Benefits by Type:    2007                 2008                  2009        2010                                2011          2012                2013          2014  2015          2016

 Retirement    $118,302   $119,414   $120,213   $137,548   $117,332   $116,016   $113,130   $110,372  $54,292 0
 Survivor   18,437   18,769   18,661   4,051   23,813   24,304   24,354   23,972  11,773 0
 Death in Service   4,290   4,257   4,142   0     0    0     0    0    0 0
 Disability           6,001        5,781        5,729        5,500        2,816          389          323          122          28 0
     Total      $147,030   $148,221   $148,745   $147,099  $143,961 $140,709 $137,807  $134,466 $66,093   0  
         

 Refunds by Type:            
 Separation    $163   $367  $75   $27   $149                    $328  $7   $0    $6 0
 Death  3   360   13   0    29   64   32   37  24 0
 Interest/Employer              0                0                 0                 0               0            246            18             10          21 0
     Total  $166  $727  $88  $27  $178 $638 $57 $47 $51 0

Benefits and Refunds by Type
Last 10 Fiscal Years  (in thousands) (continued from previous page)  

* The Minneapolis Employees Retirement Fund merged into the General Employees Retirement Fund on January 1, 2015.

*The Volunteer Firefighter Plan was established January 1, 2010.
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 Volunteer Firefighter Fund*           
 Benefits by Type:       2007                2008                      2009           2010                                   2011             2012                  2013           2014   2015                    2016

 Retirement    $0   $0   $0   $0   $0   $0   $0   $0 $0 $279
 Survivor   0   0   0    0   0   0   0   0   0 23
 Lump Sum Benefit    0     0    0   25    119    279    838    1,096    1,221 1,342
     Total      $0     $0   $0  $25  $119 $279 $838  $1,096 $1,221   $1,644

 Minneapolis Employees Retirement Fund*             
 Benefits by Type:    2007                 2008                  2009        2010                                2011          2012                2013          2014  2015          2016

 Retirement    $118,302   $119,414   $120,213   $137,548   $117,332   $116,016   $113,130   $110,372  $54,292 0
 Survivor   18,437   18,769   18,661   4,051   23,813   24,304   24,354   23,972  11,773 0
 Death in Service   4,290   4,257   4,142   0     0    0     0    0    0 0
 Disability           6,001        5,781        5,729        5,500        2,816          389          323          122          28 0
     Total      $147,030   $148,221   $148,745   $147,099  $143,961 $140,709 $137,807  $134,466 $66,093   0  
         

 Refunds by Type:            
 Separation    $163   $367  $75   $27   $149                    $328  $7   $0    $6 0
 Death  3   360   13   0    29   64   32   37  24 0
 Interest/Employer              0                0                 0                 0               0            246            18             10          21 0
     Total  $166  $727  $88  $27  $178 $638 $57 $47 $51 0

* The Minneapolis Employees Retirement Fund merged into the General Employees Retirement Fund on January 1, 2015.
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General Employees Plans              

Fiscal                                   Benefit           Terminated        Terminated  
    Year                   Active                Recipients           Vested           Non-Vested            Total 

2007  146,226 61,436 39,722 109,599 356,983
2008  143,562 63,880 43,984 116,805 368,231
2009  143,353 66,059 43,133 121,690 374,235
2010  140,389 68,474 45,151 126,027 380,041
2011  139,952 71,821 45,325 109,630 366,728
2012  139,330 75,535 44,354 115,287 374,506
2013  139,763 79,083 45,946 119,509 384,301
2014  143,433 83,134 48,505 121,018 396,001
2015  145,650 90,592 51,605 125,366 413,213
2016  148,745 94,288 52,516 132,416 427,965

Police and Fire Plan 

Fiscal                                    Benefit           Terminated         Terminated  
    Year                    Active                Recipients           Vested            Non-Vested          Total   

2007  10,720 7,032 1,200 814 19,766 
2008  10,961 7,194 1,242 879 20,276
2009  11,035 7,362 1,280 911 20,588
2010  11,002 7,541 1,315 930 20,788
2011  10,880 7,848 1,335 870 20,933
2012  10,865 9,406 1,303 971 22,545
2013  10,940 9,579 1,388 988 22,895
2014  10,879 10,039 1,481 975 23,374
2015  11,157 10,209 1,560 995 23,921
2016  11,398 10,352 1,490 1,059 24,299 

Summary of Membership    

Defined Benefit Plans — Last 10 Years                   
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Correctional Plan
Fiscal                                               Benefit         Terminated         Terminated  

    Year                     Active                Recipients          Vested           Non-Vested            Total 
2007  3,566 275 1,337 1,291 6,469 
2008  3,710 318 1,520 1,473 7,021
2009  3,715 386 1,683 1,525 7,309
2010  3,521 441 1,895 1,605 7,462
2011  3,510 528 1,981 1,624 7,643
2012  3,460 607 2,091 1,727 7,885
2013  3,493 690 2,232 1,816 8,231
2014  3,603 769 2,380 1,936 8,688
2015  3,692 864 2,620 2,139 9,315
2016  3,827 967 2,755 2,359 9,908

Volunteer Firefighter Plan*
Fiscal                                               Benefit         Terminated         Terminated  

    Year                     Active                Recipients          Vested           Non-Vested            Total 
2016  1,639 79 928 0 2,646

* The first monthly benefit division participant joined the Volunteer Firefighter Plan January 1, 2016.
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Schedule of New Retirees and Initial Benefit Paid       

Defined Benefit Plans – Last 10 Years

General Employees Plans  
 
                                                                                           Years of Credited Service                                        
                                             0-4               5-9           10-14            15-19          20-24           25-29      30+

2016       
Average monthly benefit  $142   $317   $576   $864   $1,193   $1,802  $2,877 
Average high five salary  $3,772   $2,731  $2,896   $3,189   $3,496   $4,171   $5,080 
Number of retirants 619 875 821 776 793 810 1,187

2015       
Average monthly benefit  $139   $309   $571   $866   $1,134   $1,781  $2,771 
Average high five salary  $3,714   $2,500  $2,830   $3,236   $3,422   $4,109   $4,911 
Number of retirants 579 901 864 808 814 813 1,174

2014       
Average monthly benefit  $139   $308   $588   $808   $1,199   $1,750   $2,809 
Average high five salary  $3,716   $2,563   $2,953   $3,027   $3,534   $4,009   $4,963 
Number of retirants 628 853 848 791 807 758 1,218

2013       
Average monthly beneift  $145   $303   $546   $823   $1,188   $1,677   $2,737 
Average high five salary  $3,499   $2,529   $2,777   $3,074   $3,456   $3,914   $4,895 
Number of retirants  581   791   758   726   778   675   1,088

2012       
Average monthly benefit  $133  $290  $535  $795   $1,116   $1,710   $2,608 
Average high five salary  $3,545   $2,427   $2,713   $2,992   $3,270   $3,953   $4,712 
Number of retirants  645   807   812   657   778   615   1,070 

2011       
Average monthly benefit $123 $273 $507 $758 $1,143 $1,625 $2,550
Average high five salary $3,348 $2,290 $2,553 $2,845 $3,365 $3,873 $4,686
Number of retirants 563 763 698 626 664 508 1,074

2010       
Average monthly benefit $116 $266 $498 $748 $1,110 $1,608 $2,432
Average high five salary $3,371 $2,263 $2,573 $2,891 $3,280 $3,743 $4,466
Number of retirants 405 585 583 521 593 436 853

2009       
Average monthly benefit $119 $234 $464 $724 $1,023 $1,553 $2,423
Average high five salary $3,348 $2,115 $2,519 $2,830 $3,093 $3,624 $4,458
Number of retirants 429 571 483 563 511 400 657
       
2008       
Average monthly benefit $109 $246 $412 $713 $1,010 $1,448 $2,287
Average high five salary $3,147 $2,218 $2,266 $2,796 $3,094 $3,441 $4,271
Number of retirants 416 585 544 513 554 466 715 
       
2007       
Average monthly benefit $109 $223 $411 $672 $909 $1,390 $2,304
Average high five salary $3,031 $2,017 $2,263 $2,659 $2,856 $3,346 $4,282
Number of retirants 387 556 503 563 481 462 681
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Police and Fire Plan  
 
                                                                                           Years of Credited Service                                        
                                             0-4               5-9           10-14            15-19          20-24           25-29      30+   

2016        
Average monthly benefit  $565   $1,363   $2,130  $3,152   $4,403   $5,649   $7,322
Average high five salary  $6,026   $5,244   $5,110  $6,023   $6,821  $7,171   $7,613
Number of retirants 20 17 18 30 59 91 44

2015        
Average monthly benefit  $278   $1,559   $2,202  $3,290   $4,232   $5,791   $7,394
Average high five salary  $5,703   $5,563   $5,631  $6,172   $6,553  $7,299   $7,401
Number of retirants 16 16 27 33 56 81 47

2014        
Average monthly benefit  $375   $1,358   $2,081   $3,070   $4,479   $5,611   $6,952 
Average high five salary  $4,290   $4,612   $5,379   $5,815   $6,730   $7,018   $7,233 
Number of retirants 17 33 37 63 93 205 135

2013        
Average monthly benefit  $639   $1,322   $1,949   $2,941   $4,299   $5,407   $7,163 
Average high five salary  $6,439   $4,978   $4,830   $5,533   $6,274   $6,741   $7,350 
Number of retirants 8 18 19 23 47 96 60

2012        
Average monthly benefit  $565   $1,028   $1,980   $3,201   $4,110   $5,244   $6,670 
Average high five salary  $5,666   $3,733   $5,307   $5,986   $6,136   $6,517   $6,987 
Number of retirants  22   20   21   31   56   95   84 

2011        
Average monthly benefit $406 $1,340 $2,019 $2,837 $4,117 $5,189 $6,590
Average high five salary $4,976 $5,685 $5,189 $5,288 $6,101 $6,489 $6,885
Number of retirants 11 13 23 22 76 74 109
        
2010        
Average monthly benefit $342 $760 $1,709 $2,869 $3,829 $5,261 $6,214
Average high five salary $4,262 $3,685 $4,378 $5,326 $5,709 $6,499 $6,598
Number of retirants 9 12 15 26 49 71 70
        
2009        
Average monthly benefit $293 $1,071 $1,531 $2,514 $3,716 $4,932 $5,977
Average high five salary $4,376 $5,036 $3,810 $4,817 $5,619 $6,071 $6,227
Number of retirants 12 15 11 20 30 85 67
        
2008        
Average monthly benefit $452 $1,035 $1,657 $2,852 $3,638 $4,675 $5,542
Average high five salary $4,660 $5,078 $4,384 $5,409 $5,455 $5,813 $5,978
Number of retirants 14 15 20 13 39 87 56
        
2007        
Average monthly benefit $474 $1,116 $2,095 $2,195 $3,355 $4,815 $5,685
Average high five salary $6,090 $5,363 $5,687 $4,125 $5,049 $5,923 $5,970
Number of retirants 5 15 13 22 47 119 66

Continued
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Correctional Plan*
 
                                                                                           Years of Credited Service                                        
                                             0-4               5-9           10-14            15-19          20-24           25-29      30+   

2016    
Average monthly benefit  $201   $552   $1,107  $1,513
Average high five salary  $3,930   $3,655   $4,713  $4,928
Number of retirants 13 21 20 48

2015    
Average monthly benefit  $501   $758   $1,106  $1,510
Average high five salary  $4,436   $3,924   $4,364  $5,218
Number of retirants 15 21 30 37

2014    
Average monthly benefit  $668   $706   $1,200 
Average high five salary  $3,938   $3,960   $4,797 
Number of retirants 17 23 43

2013    
Average monthly beneift  $254   $686   $1,193 
Average high five salary  $3,296   $3,904   $4,891 
Number of retirants  17   16   54 

2012    
Average monthly benefit  $295   $683   $1,079 
Average high five salary  $2,930   $3,629   $4,697 
Number of retirants 12   15   52  

2011    
Average monthly benefit $369 $580 $976
Average high five salary $3,436 $3,548 $4,572
Number of retirants 18 12 40
    
2010    
Average monthly benefit $476 $508 $835
Average high five salary $3,571 $3,847 $4,215
Number of retirants 9 14 27
    
2009    
Average monthly benefit $413 $677 
Average high five salary $3,621 $4,041 
Number of retirants 16 43 
    
2008    
Average monthly benefit $422 $625 
Average high five salary $2,633 $4,127 
Number of retirants 9 27 
    
2007    
Average monthly benefit $183 $553 
Average high five salary $2,671 $3,993 
Number of retirants 8 25

*The Correctional Plan was established July 1, 1999.

Schedule of New Retirees and Initial Benefit Paid       

Defined Benefit Plans – Last 10 Years (continued from previous page)
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Volunteer Firefighter Plan* 
 
                                                                                           Years of Credited Service                                        
                                             0-4               5-9           10-14            15-19          20-24           25-29      30+   

2016        
Average monthly benefit   $166 $357 $561 $771 $975    
Average high five salary**     
Number of retirants  1 10 13 48 3

* The first monthly benefit division participant joined the Volunteer Firefighter Plan January 1, 2016.
** The monthly benefit is based on years of service, not salary. 

Correctional Plan*
 
                                                                                           Years of Credited Service                                        
                                             0-4               5-9           10-14            15-19          20-24           25-29      30+   

2016    
Average monthly benefit  $201   $552   $1,107  $1,513
Average high five salary  $3,930   $3,655   $4,713  $4,928
Number of retirants 13 21 20 48

2015    
Average monthly benefit  $501   $758   $1,106  $1,510
Average high five salary  $4,436   $3,924   $4,364  $5,218
Number of retirants 15 21 30 37

2014    
Average monthly benefit  $668   $706   $1,200 
Average high five salary  $3,938   $3,960   $4,797 
Number of retirants 17 23 43

2013    
Average monthly beneift  $254   $686   $1,193 
Average high five salary  $3,296   $3,904   $4,891 
Number of retirants  17   16   54 

2012    
Average monthly benefit  $295   $683   $1,079 
Average high five salary  $2,930   $3,629   $4,697 
Number of retirants 12   15   52  

2011    
Average monthly benefit $369 $580 $976
Average high five salary $3,436 $3,548 $4,572
Number of retirants 18 12 40
    
2010    
Average monthly benefit $476 $508 $835
Average high five salary $3,571 $3,847 $4,215
Number of retirants 9 14 27
    
2009    
Average monthly benefit $413 $677 
Average high five salary $3,621 $4,041 
Number of retirants 16 43 
    
2008    
Average monthly benefit $422 $625 
Average high five salary $2,633 $4,127 
Number of retirants 9 27 
    
2007    
Average monthly benefit $183 $553 
Average high five salary $2,671 $3,993 
Number of retirants 8 25
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   Type of Benefit
A  Retirement
B  Survivor of Active Member
C  Survivor of Benefit Recipient  
D  Disability

Schedule of Benefit Recipients by Type
 As of June 30, 2016            

   Option Selected 
1  Single Life
2  100% J&S
3  75% J&S
4  50% J&S
5  25% J&S
6  Other (Death, Term-certain,  

        Children's Benefits, etc.)

General Employees Plans    
 

 Amount of      Number of 
   Monthly           Benefit                  Type of Benefit                                     Option Selected                          
    Benefit         Recipients       A           B          C           D          1             2            3        4         5          6 
     $1 - $250 20,249 18,525 413 1,061 250 13,703 4,880 285 790 384 207
   251 - 500 15,263 13,699 266 1,008 290 10,056 3,194 285 1,011 518 199
   501 - 750 11,347 9,970 239 865 273 7,096 2,379 255 952 448 217
   751 - 1,000 8,422 7,437 149 620 216 5,143 1,759 231 781 390 118
1,001 - 1,250 6,770 5,943 131 501 195 3,809 1,539 253 693 382 94
1,251 - 1,500 5,335 4,688 96 395 156  2,784 1,221 246 663 336 85
1,501 - 1,750 4,439 3,893 89 351 106  2,224 1,005 264 595 275 76
1,751 - 2,000 3,629 3,228 61 253 87  1,759 815 229 525 233 68
2,001 - 2,250 3,083 2,719 49 248 67 1,382 693 191 518 242 57
2,251 - 2,500 2,678 2,331 50 246 51 1,123 642 171 474 205 63
2,501 - 2,750 2,187 1,954 41 166 26 888 542 137 371 173 76
2,751 - 3,000 1,806 1,617 21 151 17 733 448 132 307 121 65
3,001 - 3,250 1,578 1,396 32 133 17 614 423 109 241 119 72
3,251 - 3,500 1,278 1,139 23 110 6 485 335 87 228 90 53
3,501 - 3,750 1,055 938 16 100 1 385 291 57 195 81 46
3,751 - 4,000 872 767 20 80 5 283 261 54 179 48 47
4,001 - 4,250 719 641 7 71 0 235 214 41 142 56 31
4,251 - 4,500 604 542 5 56 1 185 183 30 127 44 35
4,501 - 4,750 536 469 7 57 3 175 165 43 89 34 30
4,751 - 5,000 396 335 6 54 1 120 116 37 74 30 19
5,001 - 5,250 382 331 4 47 0 120 131 24 71 29 7
5,251 - 5,500 280 246 1 33 0 104 69 25 53 17 12
5,501 - 5,750 241 212 3 26 0 72 71 19 57 14 8
5,751 - 6,000 205 180 0 25 0 68 58 13 43 13 10
6,001 - 6,250 154 133 1 20 0 45 43 12 33 12 9
6,251 - 6,500 117 106 0 11 0 29 32 9 33 8 6
6,501 - 6,750 102 86 2 14 0 41 29 6 20 4 2
6,751 - 7,000 103 92 0 11 0 25 25 12 36 4 1
Over 7,000      458      399       4      55       0      123        134       33     122       31       15
      Totals 94,288 84,016 1,736 6,768 1,768 53,809 21,697 3,290 9,423   4,341 1,728
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   Type of Benefit
A  Retirement
B  Survivor of Active Member
C  Survivor of Benefit Recipient  
D  Non-Duty Disability
E  Line-of-Duty Disability

   Option Selected 
1 Single Life
2 100% J&S
3  75% J&S
4  50% J&S
5  25% J&S
6  Other

Police and Fire Plan   
 

       Amount of    Number of 
        Monthly         Benefit                      Type of Benefit                                      Option Selected                   
        Benefit        Recipients        A         B         C          D        E        1        2         3          4         5        6

     $1 - $250 248 220 8 18 2 0 152 68 5 10 5 8
   251 -   500 143 116 4 22 1 0 54 55 1 18 7 8
   501 -   750 130 99 13 15 1 2 46 45 8 14 5 12
   751 - 1,000 146 109 5 29 3 0 53 37 4 28 15 9
1,001 - 1,250 146 83 12 46 4 1 40 43 4 24 15 20
1,251 - 1,500 179 84 16 73 5 1 41 38 10 24 17 49
1,501 - 1,750 217 97 26 80 9 5 46 48 16 26 5 76
1,751 - 2,000 252 103 29 97 14 9 55 45 9 48 12 83
2,001 - 2,250 274 138 31 62 33 10 74 67 9 47 12 65
2,251 - 2,500 304 121 45 88 25 25 60 77 19 43 11 94
2,501 - 2,750 389 178 48 99 21 43 101 85 21 65 11 106
2,751 - 3,000 666 186 135 285 18 42 89 88 26 63 15 385
3,001 - 3,250 411 266 19 46 14 66 115 113 40 62 19 62
3,251 - 3,500 448 285 16 38 10 99 149 120 44 60 18 57
3,501 - 3,750 479 325 26 49 14 65 139 123 41 66 34 76
3,751 - 4,000 513 368 12 44 13 76 154 141 51 71 28 68
4,001 - 4,250 467 360 9 19 18 61 140 113 54 77 29 54
4,251 - 4,500 592 462 12 39 23 56 163 122 69 92 32 114
4,501 - 4,750 532 446 8 34 15 29 124 129 65 94 35 85
4,751 - 5,000 512 441 10 17 11 33 127 97 54 116 36 82
5,001 - 5,250 555 456 5 22 50 22 123 89 85 92 34 132
5,251 - 5,500 890 843 3 9 11 24 120 74 66 134 26 470
5,501 - 5,750 296 252 6 7 15 16 81 66 46 59 32 12
5,751 - 6,000 259 243 2 7 0 7 71 53 46 58 27 4
6,001 - 6,250 244 222 4 3 7 8 53 60 42 65 21 3
6,251 - 6,500 200 188 1 3 2 6 56 53 31 43 16 1
6,501 - 6,750 158 140 0 6 4 8 44 43 20 41 10 0
6,751 - 7,000 153 149 0 2 2 0 45 31 25 39 13 0
  Over 7,000      549     524     1       7     9     8     165      91   84    150   57        2

      Totals     10,352   7,504   506   1,266   354   722  2,680   2,214  995   1,729   597   2,137 
 

Continued
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   Type of Benefit
A  Retirement
B  Survivor of Active Member
C  Survivor of Benefit Recipient  
D  Non-Duty Disability
E   Line-of-Duty Disability

   Type of Benefit
A  Retirement
B  Survivor of Active Member
C  Survivor of Benefit Recipient  

   Option Selected 
1  Single Life
2  75% J&S
3  Other

Schedule of Benefit Recipients by Type
 As of June 30, 2016 (continued from previous page)           

   Option Selected 
1  Single Life
2  100% J&S
3  75% J&S
4  50% J&S
5  25% J&S
6  Other

Correctional Plan
 

     Amount of      Number of 
       Monthly          Benefit                       Type of Benefit                                      Option Selected                   
       Benefit         Recipients       A          B          C         D       E         1         2         3           4        5       6

     $1 - $250 159 145 4 7 3 0 100 38 5 11 5 0
   251 -   500 136 128 2 5 1 0 78 32 2 17 7 0
   501 -   750 165 133 5 7 20 0 83 52 10 14 5 1
   751 - 1,000 155 127 2 5 21 0 74 52 11 13 4 1
1,001 - 1,250 133 114 2 0 13 4 64 40 7 10 10 2
1,251 - 1,500 95 77 2 1 6 9 50 25 6 7 6 1
1,501 - 1,750 43 34 3 1 1 4 23 14 1 3 0 2
1,751 - 2,000 36 23 1 1 1 10 17 11 1 4 2 1
2,001 - 2,250 14 4 0 0 0 10 6 6 1 1 0 0
2,251 - 2,500 16 3 0 0 0 13 13 3 0 0 0 0
2,501 - 2,750 9 3 0 0 0 6 6 2 0 0 1 0
2,751 - 3,000 3 2 0 0 0 1 2 1 0 0 0 0
3,001 - 3,250 2 1 0 0 0 1 0 0 1 0 1 0
3,251 - 3,500    1    1   0   0   0   0     1     0   0   0   0  0
     Totals 967 795 21 27 66 58 517 276 45 80 41 8

Volunteer Firefighter Plan
 

     Amount of      Number of 
       Monthly          Benefit                    Type of Benefit                          Option Selected        
       Benefit         Recipients           A            B           C                    1             2           3           

     $1 - $250 3 2 1 0   0 2 1 
   251 -   500 17 16 0 1   9 8 0 
   501 -   750 17 11 0 6   0 17 0 
   751 - 1,000 42 42 0 0   3 39 0 
     Totals 79 71 1 7   12 66 1 
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Principal Participating Employers  

General Employees Plans*     
FY2016                                                           FY2007  
                                       Active           % of Total                                                      Active           % of Total 
Employer                       Members     Active Members         Employer                       Members     Active Members

Hennepin County  7,484  4.94%
Hennepin Healthcare Sys.  5,689  3.75%
Minneapolis Sch. Dist.  4,364  2.88%
City of Minneapolis  3,571  2.36%
Ramsey County  3,388  2.24%
St. Paul School District  2,760 1.82%
Anoka-Hennepin Sch. Dist.  2,697 1.78%
City of St. Paul  2,427  1.60%
Rosemount Sch. Dist.  1,845  1.22%
Anoka County  1,828  1.21%

      

Police and Fire Plan*   
FY2016                                                           FY2007  
                                       Active           % of Total                                                     Active           % of Total 
Employer                       Members     Active Members         Employer                       Members     Active Members

City of Minneapolis  1,275  10.81%
City of St. Paul  1,032  8.75%
Hennepin County  325  2.75%
City of Duluth  288  2.44%
City of Rochester  236  2.00%
Ramsey County  213  1.81%
Hennepin Healthcare Sys.  189  1.60%
Metropolitan Council  181  1.53%
City of St. Cloud  172  1.46%
Wright County  135  1.14%

 
*A complete listing of employers can be found at http://bit.ly/1wTO3zG.
       

Hennepin County  10,245  7.01%
Minneapolis Sch. Dist.  5,757 3.94%
City of Minneapolis  3,755  2.57%
Ramsey County  3,199  2.19%
St. Paul Sch. Dist.  3,144  2.15%
Anoka-Hennepin Sch. Dist.  2,732  1.87%
City of St. Paul  2,104  1.44%
St. Louis County  2,004  1.37%
Osseo School District  1,966  1.34%
Anoka County  1,913  1.31%

City of Minneapolis  1,211 11.30%
City of St. Paul  832  7.76%
Hennepin County  479  4.47%
Ramsey County  235  2.19%
City of Duluth  219  2.04%
City of Rochester  183 1.71%
City of St. Cloud  167  1.56%
Metro Airports Comsn  129  1.20%
Wright County  120  1.12%
Anoka County  115  1.07%

Defined Benefit Plans – Top 10 Listing

Continued
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Correctional Plan*    

FY2016   FY2007  
                                       Active           % of Total                                                      Active           % of Total 
Employer                       Members     Active Members         Employer                       Members     Active Members

Hennepin County 496 12.86%
Ramsey County 487 12.63%
Anoka County 240 6.22%
Sherburne County 133 3.45%
Olmsted County 121 3.14%
Dakota County 119 3.09%
Prairie Lakes Det. Cent. 96 2.49%
Northwestern MN Juv. Cent. 92 2.39%
Arrowhead Regional Cor. 89 2.31%
Stearns County 88 2.28%

Hennepin County 641 17.98%
Ramsey County 419 11.75%
Anoka County 236 6.62%
Olmsted County 160 4.49%
Sherburne County 117 3.28%
St. Louis County 100 2.80%
Dakota County 88 2.47%
Stearns County 78 2.19%
Beltrami County 77 2.16%
Washington County 72 2.02%

Volunteer Firefighter Plan**    

FY2016   FY2010  
                                       Active           % of Total                                                      Active           % of Total 
Employer                       Members     Active Members         Employer                       Members     Active Members

Spring Lake Park 63 3.84%
Aitkin 27 1.65%
Cambridge 27 1.65%
Oak Grove 27 1.65%
Waconia 27 1.65%
Brandon 26 1.59%
Granite Falls 26 1.59%
Lester Prairie 25 1.53%
Willmar 25 1.53%
Alden 24 1.46%

Ottertail City 27 23.68%
Alborn Township 23 20.18% 
Twin Valley City 21 18.42%
Manchester City 16 14.04%
North Star Township 16 14.04%
DeGraff City 11 9.65%

Principal Participating Employers  
Defined Benefit Plans – Top 10 Listing (continued from previous page)

*A complete listing of employers can be found at http://bit.ly/1wTO3zG.
**The Volunteer Firefighter Plan was established January 1, 2010.
   A complete listing of employers can be found at http://bit.ly/SVF_forms.
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