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BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Actuarial Valuation as of January |, 1986

PURPOSE AND SUMMARY

The purpose of this report is to present the results of our January 1, 1986
actuarial valuation of the Bloomington Fire Department Relief Association performed
in accordance with the provisions of Chapter 356 of the Minnesota State Statutes. In
summary, our valuation indicates a required contribution of $1,610,700 as of January
I, 1986. The contribution must be increased with interest, at the rate of 5% per
annum until the date of payment. If payment is made as late as December 31, 1986, a
contribution of $1,691,200 is required. This contribution is in addition to estimated
member contributions of $18,100 for 1986. The results of the valuation are discussed

in detail in later sections of the report.

EMPLOYEE DATA

The data provided by the Association is summarized in Table 2(a). The table sets
forth a reconciliation from January |, 1985 to January |, 1986. There are 127 active
members in the Association as of the valuation date. They have an average attained
age of 38.3 and an average entry age of 27.7. Table 2(b) sets forth the prospective
benefit each member may expect to receive if he remains in the Association to the
normal retirement date assumed in the valuation, age 50 and completion of 20 years of
service. These benefits assume 3% % future pay increases per year.

The reported data includes 31 retired members, 8 disabled members, 8 surviving
spouses and 3 surviving children receiving monthly benefits as of January 1, 1986.
There are 5 terminated members entitied to receive benefits at age 50.

Table 2(c) sets forth a listing showing the benefit each inactive member is
currently receiving or is entitled to receive upon attainment of age 50. No increase is

assumed in benefits of terminated vested members for this listing.




Monthly benefits payable from the plan are based on the most recent three year
average salary rates of the highest paid non-officer policeman in the City of
Bloomington. Consequently benefits to all inactive members are increased each year,
the most recent, January 1, 1986 benefit levels being determined as follows:

I Average Monthly Salary

(@) January I, 1984 2,538
(b)  January 1, 1985 2,665
(¢) January I, 1986 2,789
(d) Average 2,664

2.  Monthly Benefits
(@) Retirees

(I(d) x 1/3) 888
(b)  Surviving Spouses
(1(d) x 1/4) 666

For cost determinations, future benefits are assumed to increase in accordance
with the assumed rate of salary increase, 3%% per year.

ASSETS OF THE SPECIAL FUND

A statement of the assets of the Special Fund as of December 31, 1985 prepared
by George Hayden was made available to us by the Association. Our valuation reflects
the reported market value of the Special Fund as of December 31, 1985 of $20,567,189
less salaries and pensions of $40,335 which were payable as of December 31, 1985 for a
total of $20,526,900 used as valuation assets.

PLAN PROVISIONS

Table 3 is a summary of the principal provisions of the plan. Although the
principal provisions of the plan have not changed since the last valuation, benefits to
retired members have increased 4.59% from $849 to $888 per month as a result of

increases in the pay rate of the highest paid non-officer Bloomington policeman.

ACTUARIAL ASSUMPTIONS

Chapter 356 of the Minnesota Statutes requires that actuarial valuations of
public plans be based on an assumed interest rate of 5% per annum and an assumed

rate of annual salary increase of 3%% per annum. Other assumptions pertaining to the
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rates of mortality, turnover, retirement, etc. are left to the discretion of the actuary.
All of the valuation assumptions are the same as those used in the January |, 1985
valuation of the plan. Table 4 is a summary of all of the actuarial assumptions.

ACTUARIAL METHOD

As required by law, the funding method used for the valuation is the entry age
normal cost method. Under this method, the normal cost is computed as that
percentage of pay which would fund all benefits if that percentage of pay was
contributed every year from each fireman's entry into the plan until his retirement.
The total normal cost for the plan is the sum of the normal costs for all active
members. The normal cost is reduced by the members' contribution for the current
year.

The present value of all future benefits payable from the plan for all active and
inactive members less the present value of all future normal costs is defined as the
accrued liability. The accrued liability is the amount that would have accumulated in
the Special Fund if all the actuarial assumptions had been exactly realized in all prior
years and if funding for all members, based on current plan benefits, had commenced
immediately upon their date of joining the Association.

The total accrued liability is compared to the market value of the Special Fund
to determine the status of the plan. Any difference, known as the unfunded accrued
liability is to be funded with a payment over a number of years specified by law,
known as the amortization payment. The unfunded accrued liability of the current
plan must be paid over the 29 year period beginning on January |, 1983 and ending on
December 31, 2011. There are 26 years left in the amortization period. Any changes
in the unfunded accrued liability due to changes in benefits or actuarial assumptions
must be paid over a new 30 year period.

The total annual contribution due as of the valuation date is the sum of the

normal cost, the amortization payment and a $9,000 provision for administrative

-3-

AAAAAAAAAA e TR E /j//////’/// T L, . [ A




expenses. The provision for expected expenses is necessary because all expenses are
paid from the Special Fund. The $9,000 amount is estimated from actual expenses
paid from the Special Fund during 1985. Interest must be added to the contribution at
the rate of 5% from the valuation date to the date of payment. Thus, if payment were
made as of December 31, 1986, the January | contribution amount must be multiplied
by 1.05.

VALUATION RESULTS

Table | sets forth the principal results of our valuation. A total contribution of
$1,691,200 is required. A contribution of $1,739,200 was reported in the January |,
1985 valuation. This contribution was expected to increase to $1,778,600 as of
January |, 1986 because the normal cost is expected to increase 3%% each year in
accordance with our valuation method.

The principal reason for the decrease of $87,400 from the expected cost level is
the decrease in the amortization payment because of investment experience of 17.6%,
well in excess of our valuation assumption of 5%.

The annual contribution is the sum of the normal cost, the amortization
payment, and administrative expenses. The normal cost is computed to be a level
percentage of pay assuming each fireman earns the same as a Bloomington policeman,
$33,468 per year. Under this assumption, there is a total covered payroll of $4,250,436
(127 x $33,468) and the net normal cost of $1,137,500 is 26.8% of payroll. The total
contribution of $1,691,200 is 39.8% of payroll.

CHANGE IN THE UNFUNDED ACCRUED LIABILITY

Chapter 356 requires a reconciliation of the unfunded accrued liability from one
valuation to the next valuation. As of January |, 1985 there was an unfunded accrued
liability of $9,119,400 As of January |, 1986 there is an unfunded accrued liability of
$7,007,000. This decrease of $2,112,400 is accountable as follows:




I.  Unfunded accrued liability
as of January 1, 1985 9,119,400

2. Decrease due to:

(@) Contributions 1985 332,600
(b) Investment earnings in excess
of those assumed 2,129,600
(c) Total decrease 2,462,200
3. Increase due to:

(a) Salary increases in excess

of those assumed 298,200
(b)  Miscellaneous actuarial losses 51,600
(c) Total increase 349,800

4, Unfunded accrued liability as of
January |, 1986 (I - 2.c + 3.c) 7,007,000

Investment earnings were 17.6% for 1985 versus our assumption of 5%. Salary
increases were 4.7% for 1985 versus our assumption of 3.5%. Because the excess
investment earnings were much greater than the excess salary increases, the required
contribution has decreased.

* X X X F X ¥ K K X X X X X X X X ¥ ¥ *

If you have any questions, please let us know. We would be happy to meet with

you to discuss further the results of our valuation.
Respectfully submitted,
THE WYATT COMPANY

Stephen/d. Nelson
Fellow, Society of Actuaries Associate, Society of Actuaries

sh
Minneapolis/St. Paul

May 6, 1986
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Table |

BLOOMINGTON FIRE DEPARTMENT

RELIEF ASSOCIATION

Results of Actuarial Valuation as of January |, 1986

A. BASIC VALUATION RESULTS

I.  Accrued liability
a. Active members

b. Inactive members
i Retired members
ii. Disabled members
iili.  Surviving spouse
iv.  Surviving children
V. Terminated members entitled
to deferred benefits
vi. Total

c. Total accrued liability

2.  Market value of special fund as of
January |, 1986

3.  Unfunded accrued liability (I - 2)
4, Annual normal cost
a. Total
b. Estimated member contributions

c. Net normal cost

B. ANNUAL CONTRIBUTION

l. Payable as of January |, 1986

a. Normal cost

b.  Amortization payment for
unfunded accrued liability

c. Administrative expenses

d. Total

2.  Payable as of December 31, 1986
(l.d x 1.05)
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15,819,700

6,735,700
2,503,400
972,600
87,900

l,414,600
11,714,200

27,533,900

20,526,900
7,007,000

1,155,600
18,100
1,137,500

1,137,500
464,200

9,000
1,610,700

1,691,200



Table 2(a)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Summary of Membership as of January I, 1986

ACTIVE MEMBERS

I.  January I, 1985 19
2. New Entrants 10

3. Separations

a Vested terminations 0
(b) Non-vested terminations |
(c) Disabilities !
(d) Deaths 0
(e) Retirements 0
(f) Total separations 2
4.,  January 1, 1986 127
RETIRED MEMBERS
I.  January I, 1985 32
2.  New Retirees 0
3. Transfers from deferred
vested status 0
4, Deaths ]
5.  January |, 1986 31
SURVIVING SPOUSES
l.  January I, 1985 7
2. New Beneficiaries |
3. Deaths 0
4. Remarriage 0
5.  January |, 1986 8




Table 2(a)
(Con't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Summary of Membership as of January 1, 1986

DISABLED MEMBERS

I. January I, 1985

2.  New Disabilities
3. Deaths

4. Recoveries

5.

January |, 1986
SURVIVING CHILDREN

I.  January I, 1985
2. New Recipients
3. Benefits Expired
4.  January |, 1986
DEFERRED VESTED MEMBERS

I.  January I, 1985

New Vested Terminations

Transferred to Retiree Status

&S W

January 1, 1986

-8-

e Dyt -

by O O uw



CHUTVDDODTODDOOOLGOG TTOODOMOODDOUVLFCODD Trros v

Table 2(b)

BLOOMINGTON FIRE DEPARTMENT

RELIEF ASSOCIATION

Projected Benefits for Active Members as of January I, 1986

NAME

ACSLMANN
ARMAN
ANCEKSCN
ANCERSCN
ANCERSCN
ANNCNI
ASKE
BAR3ER
BAKNES
BERGUUIST
BLCDGETTS
BCESER
BCNOURANT
SCRST
CARLSCNA
CFAPLIN
CRRISTIAN
CRLIKSRANK
DELONG
DCCOS
DCNNELLY
DCYLE
DUERKCP
DUGAL
OLNHAN
CVYCRAK
ELFTMANN
ELLINGS
ENG3ERG
FALK
FERRY
FINN
FINNEGAN

BIKTH
CATE

127/5¢
09753
C€/742
05741
02748
D4r5¢
127506
05764
01753
11742
10743
0573
12767
Ce/42
0Sr742
Y XY
C5/3y
J3744
7754
U4/ 34
UB3/64
03749
01753
01748
v3/55
1C/74¢
0373¢
08/5%9
077490
Uyrs4¢
0574%
08737
1C745

-9-

ENTRY
DATE

C4/83
25778
04173
1C7¢9
11777
037285
1C783
03r7¢&5
09779
11777
Q7778
09/¢7
02/81
Sa4/73
117¢€6
C6/00
12/7¢4
11772
03/¢&5
10/¢8
Cs5/¢&5
Deré2
04783
0&/79
n7/789
11773
1C/7¢€7
£3/782
02/¢9
0¢r171
02783
D1/¢6
Cs773

M ////qf/// SoMEa

ANNUAL
PRCJECTEL
BENEFIT

222C7
19353
13719
128C7
16294
22985
222C7
25254
19383
15743
16254
11551
183¢e
13719
13256
132%0
1195¢
142C0
207231
11551
28254
18698
19353
168¢5
20721
15211
11121
23789
12374
15211
19353
11121
168€5
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BLOOMINGTON FIRE DEPARTMENT

Table 2(b)
(Con't.)

RELIEF ASSOCIATION

Projected Benefits for Active Members as of January |, 1986

NAME

FISCHER
FREEMARK
FLUECKREK
GABRI1EL
GALE
GASTERLANC
GEKDES
GJeEVkE
GLSTAFSCN
GUTH

HAEG

HREG
HARRINGER
HAUGAN
HAYDEN
HECHT
HECHT
HECIN
HEGEK
HLEEZR
HLADT
HUKLEY
JEFFEKS
JESSEN
JCRrNSCA
JCENSCN
JLDY
KAISER
KALINE
KALINA
KELLEK
KETTLEKAMP
KIMBLEK

8IRTH
CATE

1C742
11735
10741
Cér41
0%/753
Q€745
1274€
1C731
1074¢
09/55%
gR/S4
01/73¢
L1744
gerss5e
C9/45
1C742
12752
1C7 54
1C/152
037472
cers57
C3r5e
11747
a5/74%
11756%
07751
1674¢
06/54
1C7465
02743
ob/44
0cz/3¢
07/3¢
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DATE

C4/60
1770
Dr/e8
D17¢4
11775
057¢8

Ber74 -

02/7¢6
12175
11789
04775
12/7¢€6
1C/7¢9
N3/777
03/¢6
1C774
10771
12774
127174
04/77C
05/¢1
02/7&0
C4re1
03775
g6/t
05777
Oasc
08780
01775
01775
02776
01770
08/¢06

e Oyt e

ANNUAL
PRCJECTECL
BENEFIT

12250
12374
128C7
12eC7
19353
14697
16&¢5
10656
16264
20721
22020
11121
142C0
18668
14657
142CC
193:3
2002¢
19352
13256
222C7
1665t
18J¢€¢
16254
237¢89
18C¢€¢
180¢0
2003C
168¢°S
14657
15211
12374
11581




Table 2(b)
(Con't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Projected Benefits for Active Members as of January |, 1986

NAME

KRISTJANSC
LANENEERG
LEEDJER
LEMBECK
LCISELLE
MALCNEY
MANSKE
MAKTENSON
MATTSCA
MELCNY
MINION
MCCFRE
NAFIER
NICHGLS
NIEM]I
NCRDSKCG
CCONNCR
OLSON
PAGET
ParL
PELMSTEN
PETZRSCN
PETEKSON
PRESSLER
REILY
REINHARDT
REYNCLLCS
REZAC
RCASE
RCASE
RCHEKTS
RCCHL
RCUEN

BIKTH ENTRY
CATE DATE
01741 08770
077306 06/7¢7
10751 1C/&0
13741 C4/71
08748 10771
01700 1C74é1
C7/43 11770
09134 11728
12739 21/¢6
Cer45 11772
0&r739 Q2/7¢7
D4/7€3 11783
sers 4 Orsé7
w3739 N&1¢7
057¢€C N4723
21757 06/78
Ur/€4 03/85
C7/54 c1/79
YY) 27783
¢tz 0&/¢8
C7/48 02783
03740 02/¢cs
U343 £8/7?s
$9/735 03/70
v8/5C 07/&5s
1274¢ 02725
J8/03 11783
11761 12/¢2
06757 02785
12758 12783
02747 01772
C4r5¢ 09/7n
12741 09772

THE

yﬂllf COMPANY

ANNUAL
PRCJECTEL
BENEFIT

123C7
11121
180¢€6
124C7
16294
24622
13719
11551
12374
14657
11956
27268
128C7
11956
24622
222C7
28254
23030
19353
16254
19353
12374
14067
12374
20721
20721
27268
25483
222C7
237E&9
15743
18698
13256
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Table 2(b)
(Con't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Projected Benefits for Active Members as of January |, 1986

NAME

SCrMELZ
SCHOENECAN
SEaAL
SELINSKY
SEEFLET
SHIELLS
SVMITH
SMITH
SNYCER
STZRK
SUTCLIFFE
SVEUM
SVCBCCAY
ShelIvVeh
THCYA
TRAVEERS
TRCUSLCSAL:
TSCHIMPERL
TSCHIMFEKLE
VCEEkR
KALKREK
WANSLEY
WEKD
WENSHAL
WILLIANS
WILSCN
WILSCA
WIS:e

BIkTh
CATE

1C/55
774
10757
09741
2742
01747
04747
£er52
0473
21743
t2/5¢
1752
77155
09725
0574¢
1073y
JB&152
C4r 327
C1/705
C1744
12/4¢
Ur/759y
cr¢6¢
0gs37
02743
Ger37
11742
03/3¢
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ENTRY
DATE

01783
£2/71
0€17¢
06772
027¢v
13781
el
0¢778
01770
Cc/72
02/7¢c2
0€/73
0u/83
Cy270
4/¢c5
1C7¢7
05783
01767
Ca/ES
cel71
Ce/74
OR/ES
Q06/83
69771
C4/74
J17¢6
047¢€8
D6/¢8

ANNUBL
PRCJECTELC
BENEFIT

20721
128C7
222C7
1325¢
1325¢
180¢6
183¢6
18668
12374
13719
23789
18668
20721
12374
12374
1195¢
193832
11121
29243
142CC
15743
237¢9
26375
12807
142CC
11121
132%¢
11551

OMPANY




BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Table 2(c)

Monthly Benefits for Inactive Members as of January |, 1986

NAME

FTOOMZTOMOMAROODODTTF TOZ B2EBF DCIPNLOLC POOMCGCXO

ANCZRSCN
ANCERSCN
BRENING
CHADWICK
CHRISTENSEN
CISRUELLI
CLEMZENSEN
CCLERCLR
DCLS=TTE
ELLRICH
ELW
zANGBEZREG
ENGLANC
FABER
FRIENCSHuUF
FURULI
GABRIEL
GERHARLCT
GCETTSCHE
HAZG

HALL
HANSON
RECHT
HECIN
FZCIN
hEGZR
FCEGLUND
JUSTEN
KAISZR
KEITH
KELLZY
LUND
MACALLISTER

TYPE

RETIREL
RETIKECL
CEFERRECD
WIDOOw
wlDCOw
RETIRECL
RETIREC
CISABLED
RETIREC
WIDCW
RETIREL
RETIRECL
KETIREL
CISaBLED
RETIREC
KkETIREC
RETIREC
DISABLED
CrILD
KZTIREL
RETIKEC
DIsABLED
RETIREC
RETIREL
RETIREC
RZTIREC
WIDCh
CISABLED
RETIREL
FETIRED
RETIREC
WIOOW
DISABLED
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'MONTHLY
BENEFITS

838
888
E&8
600
tb6
888
838
LR X
388
€66
888
XX}
RESB
8338
g8Y
ggas
€58
gy
o6
£88
£88
bes
&g8
Exd
ges
E88
666
Eng
88§
g88
888
666
LE-Y )




BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Table 2(c)
(Con't.)

Monthly Benefits for Inactive Members as of January 1, 1986

NAME

e X TN 0 C DO R ONOOMTOY O DX

MCCONALD
MCKENZIE
MCWILLIAMS
MILLEFR
NCLEEN
CLSON

PaAFL
PETERSEN
PZTERSCN
PETERSCN
RULEGER
SEVAGE
SAVAGE
SEGEKSTRQVN
SMI1ITH
SWaNSCN
TrCMA
THCMA
WELTER
ZCCHERT

TYPE

RETIREC
RETIREL
DEFERRED
RETIREC
DEFERPRED
DISABLED
RETIREL
RETIREC
KETIREC
DEFERFRED
hWIDOwW
KETIREC
PETIFEL
RETIREC
RETIRECL
DISAgBLED
WIDCh
DEFERKED
RETIKEL
WIDOwW
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MONTHLY
BENEFITS

g3t
£8e
£E88
ko
E8E
£2sg
B8E&
Eg8
[ X-%:)
g8¢g
666
Egeg
2.3
888
g88¢
g28
€6¢
EEB
88%
¢éb




Table 3

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Summary of Current Plan Provisions

Basic Benefit:

Normal Retirement Benefit:

Deferred Vested Benefits:

Disability Benefits:

Spouse's Benefit:

Children's Benefit:

Lump Sum Death Benefit:

Membership Dues:

One-third of the final average salary of a
policeman of the highest grade, not including
officers of the City of Bloomington. Final
average earnings is the average of the monthly
pay for such a policeman over the past three
years. All benefits under the plan increase
each time a pay increase is granted to the
Bloomington Police Department.

Basic benefit is payable at retirement after
attainment of age 50 and completion of 20
years of service.

On termination after completion of 20 years
of service, the basic benefit is payable after
attainment of age 50.

The basic benefit is payable while the member
remains disabled. After attainment of age 50,
a normal retirement benefit is payable.
Disability is defined as inability to perform the
duties of a fireman.

On the death of any active or inactive
member, 75% of the basic benefit is payable to
the surviving spouse for her remaining
lifetime. Benefits cease on remarriage of the
surviving spouse.

On the death of an active member, 2% of the
basic benefit is payable to each surviving child
until attainment of age 18. Maximum family
benefit is 100% of the basic benefit. On the
remarriage or death of a widow, surviving
children may receive benefits which in total
equal no more than the basic benefit.

On the death of any active or inactive member
$500 is payable.

Each member contributes $144.00 per year
payable semi-annually on January | and July |.
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Table 4

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Actuarial Method and Assumptions

Interest Rate: 5% per annum.

Mortality: The mortality rates used are based on the 1971
Group Annuity Mortality Table, without
margins, projected to 1976 by Scale E. The
table is used for all rates of mortality.

Withdrawal: The rate of withdrawal is .030 at age 20
decreasing uniformly to zero at age 50 with no
withdrawal after that age.

Disability: The Railroad Retirement Board |2th Valuation
rates of disablement loaded for the nature of
the group.

Retirement Age: Members are assumed to retire after attaining

age 50 and completing 20 years of service.

Salary Scale: 3%% per annum.
Valuation Assets: Market value.
Funding Method: The entry age normal cost method has been

used with the normal cost determined as a
level of percentage of pay each year from the
date of joining the Association to the assumed
retirement age. Each fireman is assumed to
earn the same as a Bloomington policeman.
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