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Elective State Officers Retirement Fund

Report Highlights
(dollars in thousands)

CONTRIBUTIONS (Table 1 1)

1. Statutory Contributions - Chapter 352C
% of Payroll

2. Required Contributions - Chapter 356
% of Payroll

3. Sufficiency (Deficiency): (A.1. - A.2.)

FUNDING RATIOS
1. Accrued Benefit Funding Ratio

Current Assets (Table 1)

Current Benefit Obligations (Table 8)
Funding Ratio: (a/b)

2. Accrued Liability Funding Ratio
a. Current Assets (Table 1)

b. Actuarial Accrued Liability (Table 9)
c. Funding Ratio: (a/b)

3. Projected Benefit Funding Ratio (Table 8)
a. Current and Expected Future Assets
b. Current and Expected Future Benefit Obligations
c. Funding Ratio: (a/b)

PLAN PARTICIPANTS
1. Active Members

Number (Table 3)
Projected Annual Earnings
Average Annual Earnings (Actual $)
Average Age
Average Service

2. Others
Service Retirements (Table 4)
Survivors (Table 5)
Disability Retirements (Table 6)
Deferred Retirements (Table 7)
Terminated Other Non-vested (Table 7)
Total

07101,197

Valuation
0710U98
Valuation

A.
9.00%

st.07%

9.00%

51.66%

-42.07% -42.66%

B.

a.

b.
c.

$4s6
$3,071

$s00
$3,222

r4.8s% 15.52%

$4s6 $s00
$3,214 $3,369

$3,397 $3,522
18.81% 1854%

t4.19%

$639

6

$483
$80,469

54.0
12.3

14.84%

$653

C.

a.

b.
c.

d.
e.

a.

b.
c.

d.
e.

f.

6

$s00
$83,280

55.0
13.3

5

6
0
J

0

5

6
0
4
0

t4
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Elective State Officers Retirement Fund

Commentary

Purpose

The purpose of this valuation is to determine the financial status of the Plan. In order to
achieve this purpose, an actuarial valuation is made at the beginning of each fiscal year as
required by Section 356.215 of Minnesota Statutes.

Report Highlights

The financial status of the Plan can be measured by three different funding ratios:

r The Accrued Benefit Funding Ratio is a measure of current funding status and,
when viewed over a period of years, presents a view of the funding progress. It is
based upon benefits which have been earned by service to the valuation date. This
year's ratio is 15.52%. The corresponding ratio for the prior year was 14.85%

r The Accrued Liability Funding Ratio is also a measure of funding status and
funding progress. It is based on the actuarial cost method that has historically been
used by the State. For 1998 the ratio is 14.84o/o, which is an increase from the 1997
value of 14j9%.

r The Projected Benefit Funding Ratio is a measure of the adequacy or deficiency in
the contribution level. This year's ratio of 18.54% shows that the current statutory
contributions are inadequate.

Asset Information (Tables I and 2)

Minnesota Statutes require that the asset value used for actuarial purposes recognize only a
third of the unrealized gains and losses. This requirement exists because market values
(which include all unrealized gain and losses) are typically volatile and can produce erratic
changes in the contribution requirements from year to year.

The calculation of the Actuarial Value of Assets is shown in Table t on lines El to E6. It
combines the cost value of the Assets Available for benefits and one-third of the difference
between the market value and cost value of those assets.

The term "Actuarial Value of Assets" is used to indicate that the value was determined for
use in this actuarial valuation. Since Minnesota Statutes refer to this value as "Current
Assets", the latter phrase will be used in the remainder of this report.

MII I,IMAN & ROBERTSON,INC.
Page 2



This Plan participates in the Minnesota Post Retirement Investment Fund (i.e., MPRIF).
After the MPRIF liability has been calculated for each participating Plan, the State Board
of Investments, (i.e., SBI), will determine each Plan's portion of the excess earnings for the
January benefit increase as well as the Plan's allocated market share of MPRIF.

Actuarial Balance Sheet (Table 8)

An actuarial balance sheet provides a method for evaluating current and future levels of
tunding.

The Current Benefit Obligation used to measure current funding levels is calculated as

follows:

For Active Members - Salary and service are projected to retirement to determine
benefits for each member and the ratio of credited service to total service
establishes the portion of the projected benefit to be used in calculating the current
funding level.

For Non-Active Members - The discounted value of benefits, including
augmentation in cases where benefits have not commenced.

GASB Disclosure

Disclosure of the Current Benefit Obligation amounts used to be required by Statement
No. 5 of the Govemmental Accounting Standards Board (GASB). However, Statement
No. 5 has been superceded by Statement No. 25. Tables 14 and l5 of this report have been
added to fulfill the new requirements of Statement No. 25.

Actuariul Cost Method (Table 9)

The approach used by the State of Minnesota to determine contribution sufficiency is the
Entry Age Normal Actuarial Cost Method. The primary characteristic of this method is
that it allocates costs as a level percentage of payroll.

A comparison of this actuarial method (Table 9) to the actuarial balance sheet (Table 8)
illustrates the two techniques for allocating liabilities of active Members to past and future.
As noted in the prior section, the balance sheet allocates benefits and corresponding
liabilities, on the basis of service. The method used in Table 9 allocates liabilities so that
the cost each year will be a constant percentage of payroll. Both approaches, however,
calculate the value of all future benefits the same way (see line F of Table 8 and line A6,
column 1, of Table 9).

MILLIMAN & ROBERTSON, INC.
Page 3



An Unfunded Actuarial Accrued Liability is computed under the Entry Age Normal
Actuarial Cost Method by comparing the liabilities allocated to past service (Actuarial
Accrued Liability) to the Curent Assets. This amount, line 83, is funded over the
remaining years to the amortization date by a series of payments that remain a constant
percentage ofpayroll each year.

The payments will increase 5.00% each year because that is the assumed rate of increase in
payroll. Although the payment schedule will be adequate to amortize the existing
unfunded, the lower payments in the earlier years will not be sufficient to cover the interest
on the unfunded liability. After a few years, the annual payment will cover the interest and
also repay a portion of the unfunded.

Source of Actuarial Gains and Losses (Table 10)

The assumptions used in making the calculations using the Entry Age Normal Actuarial
Cost Method are based on long-term expectations. Each year the actual experience will
deviate from the long-term expectations. For a detailed analysis of the major components,
refer to Table 10.

Contribution S ufJiciency (Table I I )
This report determines the adequacy of Statutory Contributions by comparing the Statutory
Contributions to the Required Contributions.

The Required Contributions, set forth in Chapter 356, consist of:

r Normal costs based on the Entry Age Normal Actuarial Cost Method.

r A Supplemental Contribution for amortizing any Unfunded Actuarial Accrued
Liability.

r An Allowance for Expenses.

Table 11 shows the Plan has a contribution sufficiency since the Statutory Contribution
Rate is 9.00% compared to the Required Contribution Rate of 5I.66oh.

Changes in Actuarial Assumptions

There were no changes in actuarial assumptions since the last valuation.

Changes in Plan Provisions

There were no significant changes in plan provisions since the last valuation.

MILLIMAN & ROBERTSON, INC.
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Elective State Officers Retirement Fund

Statement of Plan Nef Assefs
(dollars in thousands)

JULY 1, 1998

ASSETS IN TRUST
1. Cash, Equivalents, Short-term Securities
2. Fixed [ncome
3. Equity
4. Real Estate
5. Equity in MPRIF
6. Other

Subtotal

ASSETS RECEIVABLE

LIABILITIES

D. NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
1. MPRIF Reserves
2. Member Reserves
3. Other Non-MPRIF Reserves
4. Total Assets Available for Benefits

TABLE 1

Market Value Cost Value
A.

$0
0
0
0
0

500

$o
0
0
0
0

500

B.

C.

$500

J

(3)

$s00

3

(3)

0

497
3

0
497

J

$5qq ___ $5!a

E. DETERMINATION OF ACTUARIAL VALUE OF ASSETS

1. Cost Value of Assets Available
for Benefits @ )

2. Market Value (D4)
3. Cost Value (D4)
4. Market Over Cost: (F,2-E,3)
5. One-third of Market Over Cost: (E4)/3
6. Actuarial Value of Assets (E1+E5)

(Same as "Current Assets")

$s00
s00

$s00

_____$59q

$o

MILLIMAN & ROBERTSON, INC.
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TABLE 2

Elective State Officers Retirement Fund

Statement of Change ln Plan Nef Assefs
(dollars in thousands)

YEAR ENDING JUNE 30, 1998

Market Value Cost Value

$4s7 $4s7A. ASSETS AVAILABLE AT BEGINNING OF PERIOD

B. ADDITIONS

1. Member Contributions
2. Employer Contributions
3. Contributions From Other Sources
4. MPRIF Income
5. Net Investment Income

a. Interest and Dividends
b. Net Realized Gain (Loss)
c. Net Change in Unrealized Gain (Loss)
d. Investment Expenses

Net Subtotal
6. Other

7. Total Additions

C. OPERATING EXPENSES

1. Service Retirements paid from MPRIF
2. Service Retirements paid from plan assets

2. Disability Benefits
3. Survivor Benefits
4. Refunds
6. Administrative Expenses
7. Other

8. Total Disbursements

OTHER CHANGES IN RESERVES

ASSETS AVAILABLE AT END OF PERIOD

$42
175

0

0

0

0

0

0

$42
175

0

0

0

0

0

0

$217

0

0

$2r7

0

0

$o
77t

0

0

0
J
0

$0
t7t

0

0
0
J

0

$174 $174

D.

E.

0

___$5Aq

0

$s00

MIIJJIIIr{N & ROBERISON, INC.
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TABLE 3

ELECTIVE STATE OF'F'ICERS RETIREMENT PLAN

ACTTVE MEMBERS AS OF JUNE 30, 1998

Years of Service
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TABLE 4
ELECTIVE STATE OF'FICERS RETIREMENT PLAN

SERVTCE RETTREMENTS AS OF JUNE 30, 1998

Years Retired
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TABLE 5
ELECTIVE STATE OFFICERS RETIREMEI\T PLAN

SURVIVORS AS OF JUNE 30. 1998

Years Since Death
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TABLE 6

ELECTIVE STATE OFFICERS RETIREMENT PLAN

DISABTLITY RETIREMENTS AS OF JUNE 30, 1998

Years Disabled
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TABLE 7
Elective State Oflicers Retirement Fund

Reconciliation Of Members

Actives

Terminated
Deferred

Retirement
Other

Non-Vested

A. ON JUNE 30,1997

B. ADDITIONS

C. DELETIONS
1. Service Retirement
2. Disability
3. Death
4. Terminated - Deferred
5. Terminated - Refund
6. Terminated - Other Non-Vested
7. Retumed as Active
8. Transferred to Other Fund

D. DATA ADruSTMENTS

Vested
Non-Vested

E. TOTAL ON JUNE 30, 1998

ON JUNE 30,1997

ADDITIONS

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

DATA ADJUSTMENTS

TOTAL ON JUNE 30, 1998

Retirement
Annuitants Disabled Survivors

6

0

0

0

0

0

0

0

0

0

0

4

0

0

0

0

0

0

0

0

0

0

0

0

(1)
0

0

0

0
0

0

0

0

0

4
2

6

Recipients

5

1

A.

B.

C.

0

0

0
0
0
0

0

0
(1)
0

0

0

0
(1)
0
0

0D.

E. 6

Page 11
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Elective State Officers Retirement Fund

Actuarial Balance Sheef
(dollars in thousands)

ruLY 1, 1998

CURRENT ASSETS (TABLE 1, E6)

EXPECTED FUTURE ASSETS
1. Present Value of Expected Future

Statutory Supplemental Contributions (See Table 11)
2. Present Value of Future Normal Costs
3. Total Expected Future Assets

TOTAI CURRENT AND EXPECTED FUTURE ASSETS

TABLE 8

$500A.

B.

C.

D.

$0

153

$ls3

$6s3

CURRENT BENEFIT OBLIGATIONS
1. Benefit Recipients

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

and Child Benefits

Non-Vested Vested Total

2.

a
J.

4.

Deferred Retirements with Future Augmentation

Former Members without Vested Rights

Active Members
a. RetirementAnnuities
b. Disability Benefits
c. Survivor's Benefits
d. Deferred Retirements
e. Refund Liability Due

to Death or Withdrawal

$600
0

773

246

0

1,305
0

0
226

31

$600
0

773

246

0

1,319
0

8

245
31

t4
0

8

t9
0

5. Total Current Benefit Obligations $3 t8t $3,222

E. EXPECTED FUTURE BENEFIT OBLIGATIONS $300

F. TOTAL CURRENT AND EXPECTED FUTURE BENEFIT OBLIGATIONS $3.522

$41

G. CURRENT LTNFUNDED ACTUARIAL LIABILITY (D5-A)

H. CURRE]{T AND FUTURE UNFUNDED ACTUARIAL LIABILITY (F-C)

$2,722

$2,869

Page 12
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TABLE 9
Elective State Officers Retirement Fund

Determination Of Unfunded Actuarial Accrued Liability (UAAL)

A. DETERMINATION OF ACTUARIAL
ACCRUED LIABILITY (AAL)
1. Active Members

a. Retirement Annuities
b. Disability Benefits
c. Survivor's Benefit
d. Deferred Retirements
e. Refunds Due to Death or Withdrawal
f. Total

2. Deferred Retirements
With Future Augmentation

3. Former Members Without
Vested Rights

4. Annuitants in MPRIF

5. Recipients Not in MPRIF

6. Total

(2)
Liability---1TnU-T2T

s1,505
0
7

230
7

$42
0
J

69
39

0

$ls3 $1,749

246

0

0

t_]lt

$3.s22 $1s3 $3.369

B. DETERMINATION OF UNFUNDED ACTUARIAL ACCRUED LIABILITY (UAAL)
1. AAL (A6)
2. Current Assets (Table 1, E6)
3. UAAL (B1-B2)

C. DETERMINATION OF SUPPLEMENTAL CONTRIBUTION RATE
t. Present Value of Future Payrolls Through

the AmortizationDate of July 1,2020

2. Supplemental Contribution Rate (B3/C1)

Note: If non-segregated member reserves were not counted as assets, the UAAL
would be $3,369, resulting in a Supplemental Contribution Rate of 44.22o/o.

$3,369
500

$2.869

$7,618

37.66%

And Supplemental Contribution Rate
(dollars in thousands)

JULY 1, 1998

Actuarial
Present Value
ofProjected

Benefits---u--

$1,547
0

10

299
46

_ __$1,202

246

0

1,374

Actuarial
Present Value

of Future
Normal Costs

Actuarial
Accrued

MILLIMAN & ROBERTSON, INC.
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TABLE 10
Elective State Officers Retirement Fund

A.

B.

Changes ln Unfunded Actuarial Accrued Liability (UAAL)
(dollars in thousands)

YEAR ENDING JUNE 30, 1998

UAAL AT BEGINNING OF YEAR

CHANGE DUE TO INTEREST REQUIREMENTS
AND CURRENT RATE OF FUNDING

1. Normal Cost and Expenses
2. Contribution
3. Interest on A, B1 and 82

4. Total (BI+B2+B3)

EXPECTED UAAL AT END OF YEAR (A+B4)

INCREASE (DECREASE) DUE TO ACTUARIAL LOSSES (GAINS)
BECAUSE OF EXPERIENCE DEVIATIONS FROM EXPECTED

1. Salary Increases
2. Investment Retum
3. MPRIF Mortality
4. Mortality of Other Benefit Recipients
5. Other Items

6. Total

UAAL AT END OF YEAR BEFORE PLAN AMENDMENTS
AND CHANGES IN ACTUARIAL ASSUMPTION (C+D6)

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO PLAN AMENDMENTS

CHANGE IN ACTUARIAL ACCRUED LIABILITY
DUE TO CHANGES IN ACTUARIAL ASSUMPTIONS

UAAI AT END OF YEAR (E+F+G)

$2,758

$71
(2r7)
228

$2,840

($27)
40

0
(228)
244

$2e

$2,869

$2.869

$82

C.

D.

0

E.

F.

G.

H.

MILLIMAN & ROBERTSON, INC.
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Determination Of Contribution Sufficiency
(dollars in thousands)

JULY 1, 1998

A. STATUTORY CONTRIBUTIONS - CHAPTER 352C

1. Employee Contributions
2. Employer Contributions

3. Total

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

f. Total

2. Supplemental Contribution Amortization
by July 1,2020 ofUAAL

3. Allowance for Expenses

4. Total

Percent of
Payroll

9.00%
0.00%

TABLE 11

Do1lar
Amount

Elective State Officers Retirement Fund

$4s
0

:::::2!w:

380%
0.00%
0.20%
6.20%
3.20%

$45

* Employer contributions are required to cover the portion of the benefit liabilities which are not
funded by the member's accumulated contribution at the time of benefit commencement.

B. REQUIRED CONTRTBUTTONS - CHAPTER 356

$19
0

1

3l
t6

13.40% $67

37.66%

0.60%

188

a
J

5t.66% $2s8

c. CONTRTBUTTON SUFFTCTENCY (DEFTCTENCY) [A3-B4] -42.66%

Note: Projected Annual Payroll for Fiscal Year Beginning on JULY 1, 1998 is $500.

($2t:1

The deficiency amount shown above is calculated based on reported assets which include a receivable
of 500 for member contributions that are held in the State's general fund. If this amount was not
considered as an asset of the fund in these calculations, the deficiency would be 49.22o/o.

Page 15
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Interest:

Salary Increases;

Mortality:

Retirement Age:

Separation:

Disability:

Male -
Female -

Post-Retirement:
Male -
Female -

Post-Disability:
Male -
Female -

None

Elective State Officers Retirement F'und

Summary of Actuarial Assumptions and Methods

Pre-Retirement: 8.5oh per annum

Post-Retirement: 5.0Yo per annum

5.0% annually

Pre-Retirement:

TABLE 12

1983 GAM (Males -4)
1983 GAM (Females -2)

1983 GAM (Males)
1983 GAM (Females)

N/A
N/A

Age 62 or if over age 62, one year from valuation date.

Rates based on years of service:

Year
1

2
a
J

4
5

6

l
8

Rate

0%
0

0

50
0

0

0

50

MILLIMAN & ROBERTSON, INC.
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TABLE 12
(Continued)

Expenses: Prior year administration expenses expressed as percentage of prior
year payroll.

Return of All employees withdrawing after eight years of service
Contributions: were assumed to leave their contributions on deposit and receive a

deferred annuitant benefit.

Family Composition: 85% of Members are assumed to be married. Female is three years
younger than male. Each Member may have up to two dependent
children depending on the Member's age. Assume first child born
at Member's age 28 alrrd second child born at Member's age 31.

Social Security: N/A

Benefit Increases Payment of earnings on retired reserves in excess
After Retirement: of 5o/o accounted for by 5olo post-retirement assumptions.

Actaarial Cost Method: Entry Age Normal Actuarial Cost Method based on earnings and
the date the employee entered the plan is applied to all plan
benefits. Under this method, Actuarial Gains (Losses) reduce
(increase) the Unfunded Actuarial Accrued Liability.

Asset Valuation Method: Cost Value plus one-third Unrealized Gains or Losses.

Payment on the A level percentage of payroll each year to the statutory
Unfanded Actuarial amortization date assuming payroll increases of 5.0% per
Accrued Liabilily: annum.

MILLIMAN & ROBERTSON, INC.
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TABLE 13

Elective State Officers Retirement Fund

Summary of Plan Provisions

GENERAL

Eligibility: Employment as a "Constitutional Officer" as elected prior to
July l, 1997 and who elect to retain coverage under this plan
(i.e., do not elect Social Security coverage).

Contributions;

Member: 9oh of salxy.

Employer: No specified statutory contribution rate. State must contribute
an amount equal to the full annuity value at benefit commence-
ment less accumulated member contributions.

Allowable Service; Service while in an eligible position.

Salary: Salary upon which Elective State Officers Retirement Plan
contributions have been made.

Average Salary: Average of the five highest successive years of salary.

RETIREMENT

Normal Retirement BeneJit:

Eligibility: Age 62 and eight years of Allowable Service.

Amount: 2.5o/o of Average Salary for each year of Allowable Service.
For Members who were employed as of June 30,1997 and are

still employed on July l, 1997, at actuarial increase shall be
made for the change in the post-retirement interest rates from
5Yoto 6oh.

Early Retirement Benefit:

Eligibility: Age 60 and eight years of Allowable Service.

MILLIMAN & ROBERTSON, INC.

Page 18



Amount:

Form of Payment:

Benefit Increases:

DISABILITY

TABLE 13
(Continued)

Normal Retirement Benefit based on Allowable Service and
Average Salary at retirement date with reduction of 0.5% for
each month the Member is under age 62 at time of retirement.

Life annuity

Adjusted by MSRS to provide same increase as MPRIF.

None

DEATH

S urviving Spo use B eneJit:

Eligibility:

Amount:

S urviving D ependent Child B e neJit:

Eligibility:

Amount:

Death while active or after retirement or with at least eight
years of Allowable Service.

Survivor's payment of 50Yo of the retirement benefit of the
Member assuming the Member had attained age 62 andhad a
minimum of eight years of Allowable Service. Benefit is paid
for life. A former Member's benefit is augmented the same as a
Deferred Annuity to date of death before determining the
portion payable to the spouse.

If a Member became deceased prior to July 1, 1 997 and the
beneficiary was not eligible to commence their survivor benefit
as of July l, 1997, an actuarial increase shall be made for the
change in the post-retirement interest rates from 5%o to 6Yo.

Same as spouse's benefit.

Benefit for first child is 25o/o of the retirement benefit
(computed as for surviving spouse) withl2.5oh for each
additional child. Maximum payable (including spouse) is
100% of the retirement benefit. Benefits cease when a child
marries or attains age 18 (22 if a full-time student).

MILLIMAN & ROBERTSON, INC.
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TABLE 13
(Continued)

If a Member became deceased prior to July 1, 1997 andthe
beneficiary was not eligible to commence their survivor benefit
as of July l, 1997, an actuarial increase shall be made for the
change in the post-retirement interest rates from 5o/o to 6Yo.

Benefit Increases: Adjusted by MSRS to provide same increase as MPRIF.

TERMINATION

Refun d of C o ntrib utio n s ;

Eligibility: Termination of service.

Amount; Member's contributions with 5oZ interest compounded annually
if termination occurred before May 16, 1989 and 6Yo intercst
compounded annually if termination occurred on or after
May 16, 1989. A deferred annuity may be elected in lieu of a
refund.

Deferred Beneftt;

Eligibility: Eight years of Allowable Service.

Amount; Benefit computed under law in effect at termination and
increased by the following annual percentage: 0olo before
7lll79;5% from 7lll79 to llllSl; and3Yo until age 55; arrd 5%o

thereafter until the annuity begins. Amount is payable as a
normal or early retirement.

If a Member terminated employment prior to July 1,1997 blt
was not eligible to commence their pension before July l,
1997, an actuarial increase shall be made for the change in the
post-retirement interest rates from 5o/o to 6%o.

SIGNIFICANT CHANGES

No significant changes were recognized for this valuation.

R :\CLIENT\06MSE\REPORTS\l\4SE.DOC
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Elective State Officers Retirement Fund

SCHEDULE OF FUNDING PROGRESS
(dollars in thousands)

TABLE 14

UAAL as %o of
Covered PayrollActuarial

Valuation Date

- 
wtottgt _ !08- 
-07MIe'07t0U93 322
O7l0l/94 r 361

l-_07!grt?8 i__ __199 I ___?.15e_

Unfunded
AAL

(UAAL)
-A

Actuarial
Value of Assets

Actuarial
Accrued Liability

(AAL)

MILLIMAN & ROBERTSON, INC.
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Year Ended
June 30

Actuarially
Required

Contribution Rate

- I-Actual
Covered

I rayrotl

Annuat--
Required

Contribution
x (lr)l -

TABLE 15

Percentage
Contributed

120.65%
64.71%

r3_1A3%
ttg.7t%
9s.s7%

103.73%
90.67%

Elective State Officers Retirement Fund

SCHEDULE OF EMPLOYER CONTRIBUTIONS
(dollars in thousands)

l
I

t99t 34.84%
33.28%
36.23%
38.64%
42.00%

* Includes contributions from other sources (if applicable).

422

500

422
456

411

109

122

158

ltl

165r39
151

r36

161

r93

t64i

t67
175

43.s8% i_ 1996 _
1997

MII I II\&NV &ROBERTSON,INC.
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Actual
Member

Contributions


