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BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Actuoriol Volrrction os of Jonuorv l. 1986

PURPOSE AND SUMMARY

The purpose of this report is to present the results of our Jonuory l, 1986

octuoriol voluotion of the Bloomington Fire Deportment Relief Associotion performed

in occordonce with the provisions of Chopter 355 of the Minnesoto Stote Stotutes. ln

summory, our votuotion indicotes o required contribution of $1,5101700 os of Jonuory

l, 1986. The contribution must be increosed with interest, ot the rote of 5% per

onnum until the dote of poyment. lf poyment is mode os lote os December 31, 1986, o

contribution of Sl169l1200 is required. This contribution is in oddition to estimoted

member contributions of $l8rl00 for 1986. The results of the voluotion ore discussed

in detoil in loter sections of the report.

ETYIPLOYEE DATA

The doto provided by the Associotion is summorized in Toble 2(o). The toble sets

forth o reconciliotion from Jonuory l, 1985 to Jonuory l, 1986. There ore |'27 octive

members in the Associotion os of the voluotion dote. They hove on overoge ottoined

oge of 38.3 ond on overoge entry oge of 27.7. Toble 2(b) sets forth the prospective

benefit eoch member moy expect to receive if he remoins in the Associotion to the

normol retirement dote ossumed in the voluotion, oge 50 ond completion of 20 yeors of

service. These benefits ossume 3h% future poy increoses per yeor.

The reported doto includes 3l retired membersr S disobled members, 8 surviving

spouses ond 3 surviving children receiving monthly benefits os of Jonuory l, 1986.

There ore 5 terminoted members entitled to receive benefits ot oge 50.

Toble 2(c) sets forth o listing showing the benefit eoch inoctive member is

currently receiving or is entitled to receive upon ottoinment of oge 50. No increose is

ossumed in benef its of terminoted vested members for this listing.
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Monthly benefits poyoble from the plon ore bosed on the most recent three yeor

overoge solory rofes of the highest poid non-officer policemon in the City of

Bloomington. Consequently benefits to oll inoctive members ore increosed eoch yeor,

the most recent, Jonuory l, 1986 benefit levels being determined os fotlows:

l. Averoge Monthly Solory
(o) Jonuory 1,1984
(b) Jonuory l, 1985
(c) Jonuory l,11986
(d) Averoge

Monthly Benef its
(o) Retirees

2.

(l(d) x l/3)(b) Surviving Spouses
( l(d) x l/a)

For cost determinotions, future benefits ore

2, 538
2,665
2,799
2r664

888

666

ossumed to increose in occordonce

i

I

I

with the ossumed rote of solory increose, 3h% per yeor.

ASSETS OF TI-{E SPECIAL FUNID

A stotement of the ossets of the Speciol Fund os of December 31, 1985 prepored

by George Hoyden wos mode ovoiloble to us by the Associotion. Our voluotion ref lects

the reported morket volue of the Speciol Fund os of December 31, 1985 of 5201567rl89

less solories ond pensions of $401335 which were poyoble os of December 31, 1985 for o

totol of $20rSZ61100 used os votuotion ossets.

PLAN PROVISIONS

Toble 3 is o summory of the principol provisions of the plon. Although the

principol provisions of the plon hove not chonged since the lost voluotion, benefits to

retired members hove increosed 4.59% from $849 to $888 per month os o result of

increoses in the poy rote of the highest poid non-officer Btoomington policemon.

ACTUARIAL ASSUMPTIONS

Chopter 355 of the Minnesoto Stotutes requires thot octuoriot voluotions of

public plons be bosed on on ossurned interest rote of 5% per onnum ond on ossumed

rote of onnuol solory increose ol 3h% per onnum. Other ossumptions pertoining to the
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rotes of mortolity, turnover, retirement, etc. ore left to the discretion of the octuory.

All of the voluotion ossumptions ore the some os ihose used in the Jonuory l, 1985

voluotion of the plon. Toble 4 is o summory of oll of the octuoriol ossumptions.

ACTUARIAL METHOD

As required by low, the funding method used for the voluotion is the entry oge

normol cost method. Under this method, the normol cost is computed os thot

percentoge of poy which would fund oll benefits if thot percentoge of poy wos

contributed every yeor from eoch firemonrs entry into the plon until his retirement.

The totol normol cost for the plon is the sum of the normol costs for oll octive

members. The normol cost is reduced by the members' contribution for the current

yeor.

The present volue of oll future benefits poyoble from the plon for oll octive ond

inoctive members less the present volue of oll future normol costs is defined os the

occrued tiobility. The occrued liobility is the omount thot would hove occumuloted in

the Speciol Fund if oll the octuoriol ossumptions hod been exoctly reolized in oll prior

yeors ond if funding for oll members, bosed on current plon benefits, hod commenced

immediotely upon their dote of joining the Associotion.

The totol occrued liobility is compored to the morket volue of the Speciol Fund

to determine the stotus of the plon. Any difference, known os the unfunded occrued

liobility is to be funded with o poyment over o number of yeors specified by low,

known os the omortizotion poyment. The unfunded occrued liobility of the current

plon must be poid over the 29 yeor period beginning on Jonuory t, 1983 ond ending on

December 31, 2011. There ore 26 yeors left in the omortizotion period. Any chonges

in the unfunded occrued liobility due to chonges in benefils or octuoriol ossumptions

must be poid over o new 30 yeor period.

The totol onnuol contribution due os of the voluotion dote is the sum of the

normol cost, the omortizotion poyment ond o $91000 provision for odministrotive
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expenses. The provision for expected expenses is necessory becouse oll expenses ore

poid from the Speciol Fund. The $9,000 omount is estimoted from octuol expenses

poid from the Speciol Fund during 1985. lnterest must be odded to the contribution ot

the rote of 5% from the voluotion dote to the dote of poyment. Thus, if poyment were

mode os of December 31r 1986, the Jonuory I contribution omount must be rnultiplied

by 1.05.

VALUATION RESULTS

Toble I sets forth the principol results of our voluotion. A totol contribution of

$11691,200 is required. A contribution of $1,7391200 wos reported in the Jonuory l,

1985 voluotion. This contribution wos expected to increose to S I ,7781600 os of

Jonuory l, 1985 becouse the normol cost is expected to increose 3h% eoch yeor in

occordonce with our voluotion method.

The principol reoson for the decreose of $87,400 from the expected cost level is

the decreose in the omortizotion poyment becouse of investment experience of 17.6%,

well in excess of our voluotion ossumption of 5%.

The onnuo! contribution is the sum of the normol cost, the omortizotion

poyment, ond odministrotive expenses. The normol cost is computed to be o level

percentoge of poy ossuming eoch firemon eorns the some os o Bloomington policemon,

$331458 per yeor. Under this ossumption, there is o totol covered poyroll of 54,2501435

(127 x $33,458) ond the net normol cost of $1,137,500 is26.8% of poyroll. The totol

contribution of S1,991,200 is 39.8% of poyroll.

CHANGE IN TI-€ UNFUNDED ACCRUED LIABILIry

Chopter 355 requires o reconciliotion of the unfunded occrued liobility from one

voluotion to the next voluotion. As of Jonuory l, 1985 there wos on unfunded occrued

liobility of $9,119,400 As of Jonuory l, 1986 there is on unfunded occrued liobility of

$710071000. This decreose of $2r112,400 is occountoble os follows:

-4-
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l. Unfunded occrued liobility
os of Jonuory l, I 985

Decreose due to:

(o) Contributions 1985
(b) lnvestment eornings in excess

of those ossumed
(c) Totol decreose

lncreose due to:

(o) Solory increoses in excess
of those ossumed

(b) Miscelloneousoctuoriol losses
(c) Totol increose

Unfunded occrued liobility os of
Jonuory l, 1986 (l - 2.c + 3.c)

2.

3.

4.

g, I 19,400

332,600

2rl2g 1600
2,4621200

298,200
51,600

349,800

7,007,000

i

t_

lnvestment eornings were 17.6% for 1985 versus our ossumption of 5%. Solory

increoses were 4.7% for 1985 versus our ossumption of 3.5%. Becouse the excess

investment eornings were much greoter thon the excess solory increoses, the required

contribution hos decreosed.

+*i*****************

lf you hove ony questions, pleose let us know. We would be hoppy to meet with

you to discuss further the results of our voluotion.

Respectf ul ly submitted,

THE WYATT COMPANY

Fellow, Socieiy of Actuories

sh
Minneopolis/St. Poul

Moy 6, l,986

fusocioie, Society of Actuories
==-ctorio A.



A.

Toble I

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Results of Actuoriol Voluotion os of Jonuorv l. 1986

BASIC VALUATTON RESULTS

l. Accrued liobility

o. Active members

b. lnoctive members
i. Retired members
ii. Disobled members
iii. Surviving spouse
iv. Surviving children
v. Terminoted members entitled

to deferred benefits
vi. Totol

c. Totol occrued liobility

Morket volue of speciol fund os of
Jonuory l,1986

Unfunded occrued liobility (l - 2)

Annuol normol cost

o. Totol
b. Estimoted member contributions
c. Net normol cost

B. ANNUAL CONTRIBUTION

l. Poyoble os of Jonuory l,l'986

o. Normol cost
b. Amortizotion poyment for

unfunded occrued liobility
c. Administrotive expenses
d. Totol

2. Poyoble os of December 31, 1985
( l.d x 1.05)

I , I 37,500

464,200
9,000

l,5lo,7oo

l,6gl,2oo

i
!

)

2.

3.

4.

1 5,9 1 9,700

6,735,700
2, 503,400

972,600
87,900

l,4l4,600
11,7141200

27 1533,900

2015261900

7,007,000

I , l 55,5oo
18,100

I , I 37,500

-6-
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Toble 2(o)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Summorv of Membership os of Jonuorv l, 1986

A. ACTIVE MEMBERS

I . Jonuory l, I 985

2. New Entronts

3. Seporotions(o) Vested terminotions(b) Non-vested terminotions(c) Disobilities(d) Deqths(e) Retirements(f) Totol seporotions

4. Jonuory l,1986

B. RETIRED MEMBERS

l. Jonuory l, 1985

2. New Retirees

3. Tronsfers from deferred
vested stotus

4. Deoths

5. Jonuory l,1986

C. SURVIVING SPOUSES

n9

t0

0
I

I

0
0
2

127

32

0

0

I

3t

l. Jonuory l, 1985 7

2. New Beneficiories I

3. Deoths 0

4. Remorrioge 0

5. Jonuory l, 1986 8
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Tobte 2(o)
(Cm't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Summory of Membership os of Jonuory l. 1986

El-r

D. DISABLED MEMBERS

l. Jonuory l,1985

2. New Disobilities

3. Deoths

4. Recoveries

5. Jonuory l, 1986

SURVIVING CHILDREN

l. Jonuory I, 1985

2. New Recipients

3. Benef its Expired

4. Jonuory l,l'986

DEFERRED VESTED MEMBERS

!. Jonuory l, 1985

2. New Vested Terminotions

3. Tronsferred to Retiree Stotus

4. Jonuory l, .986

7

I

0

0

I

4

0

I

3

F.

5

0

0

5

I

I

t

-8-
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Toble 2(b)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Proiected Benefits for Active Members os of Jonuory l, 1986
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Toble 2(b)
(Cm't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Proiected Benefits for Active Members os of Jonuorv !. 1986
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Toble 2(b)
(Con't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Proiected Benefits for Active Members os of Jonuorv I, 1985
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Tobte 2(b)
(Con't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Proiected Benefits for Active Members os of Jonuorv l. 1986

NAME
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Toble 2(c)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Monthlv Benefits for lnoctive Members os of Jonuorv l. 1986

NAME TYPE

RETIREE
FEIIT<EC
DEF'RRED

hI90r{
hIDOT

RETIPEC
RETIREE
OISABLEO
REIIREC

h IDCti
RETIREE
REIiR:C
REIIPEC
CISABLED
RElIR:C
F.EIIR:C
REIIFEC
OISASLED

ChILC
f(:TIREL
REIIFEC
DISAELED
FEIIREC
REIIREC
PETIREC
R:IIRiC

hIDCh
C:SABLED
REIIP=C
FEIIREO
RETIR:C

h I00h
DlSABLEO

MONTHLY
BENEFlTS

8tE
888
btE
0co
c66
888
t3e
bEo
E88
656
888
EE6
888
r3E
EE3
888
e66
E6E
606
88E
838
bb6
eE8
lu6
EE8
r88
656
tEb
8s8
888
883
c66
55b

k

J
L

c
c
t(

AI(E:RSUN
ANEERSCI'I
URENItTG
chAcrIC(
ctiRlSTEf,is:t\
CIARI]ELLI
CLEfl:I\S=N
CCLEFiCLR
OCIS:TTE
ELLR:CT
ELI,
iNGd=RG
5},GLANC
FAE:R
FRI:NCSI.{UI.
FIJRULI
GAERiEL
GERHARCT
GCETTSCHE
HA:G
FIALL
hAN SOi\
hECnT
hEIIN
FiCIN
hEG=R
Fct3LLf,0
uLSTitr
KAISER
KEITn
(:LL:Y
LUhO
I.'ACALLISTER

J
G

J
R

J
R

h
A

t\

G

F

h

F

c
c
c
i'
K

e

R

t
E

c
c
F

-t3-

')t/),", O)(y'"tt coMPANY



Toble 2(c)
(Con't.)

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Monthlv Benefits for lnoctive Members os of Jonuory l. 1986

NAME TYPE
MONTHLY
BENEFITS

R IiCCONALS
R liC(ENZIE
J TChILLIAMS
G 14ILLEF
h NCL EElr
E CLSON
I,, PA I- L
E PET Ef(SE\
E P:T=F.SCX
S PETERSCN
IJ RLiGiF
J S!YAGE
F SAVAGE
V SEGEXSTROIJ
c Sf,ITH
R ShAIiSCN
F Tt,CMA
I{ ThCXA
A I{ELTiR
t lCCrl:RT

RETIREC
RET]REE
DEFERRED
fIEIIREC
SEFEFRED
tIsAELi0
RETIREE
REIIRED
FETIREE
DEFERFEO

h ID0tv
R:]IFEE
PETIFEE
R:TIREC
F,ETIREE
DISAELED

h IDCh
DEFERFED
PElIREL

h I00h

eeq
t8I
688
t8o
8Er
t,s8
EE6
88E
bEb
888
666
888
bEE
88E
888
t38
c6c
888
nRf<

c66
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Toble 3

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Summorv of Current Plon Provisions

l. Bosic Benef it:

2. Normol Retirement Benefitl

3. Deferred Vested Benefits:

4. Disobility Benefits:

5. Spouse's Benef it:

6. Children's Benef it:

Lump Sum Deoth Benef it:

Membership Dues:

One-third of the finol overoge solory of o
policemon of the highest grode, not including
officers of the City of Bloomington. Finol
overoge eornings is the overoge of the monthly
poy for such o policemon over the post three
yeors. All benefits under the plon increose
eoch time o poy increose is gronted to the
Bloomington Police Deportment.

Bosic benefit is poyoble of retiremenf ofter
ottoinment of oge 50 ond completion of 20
yeors of service.

On terminotion ofter completion of 20 yeors
of service, the bosic benefit is poyoble ofter
ottoinment of oge 50.

The bosic benefit is poyoble while the member
remoins disobled. After ottoinment of oge 50,
o normol retirement benef it is poyoble.
Disobility is defined os inobility to perform the
dutiesofofiremon.

On the deoth of ony octive or inoctive
member, 75% of the bosic benefit is poyoble to
the surviving spouse for her remoining
lifetime. Benefits ceose on remorrioge of the
surviving spouse.

On the deoth of on octive member, l2% of the
bosic benefit is poyoble to eoch surviving child
until ottoinment of oge 18. Moximum fomily
benefit is 100% of the bosic benefit. On the
remorrioge or deoth of o widow, surviving
children moy receive benefits which in totol
equol no more thon the bosic benefif.

On the deoth of ony octive or inoctive rnember
5500 is poyoble.

Eoch member contributes $144.00 per yeor
poyoble semi-onnuolly on Jonuory I ond July l.
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2.

3. Withdrowol:

4. Disobility:

lnterest Rote:

Mortolity:

Retirement Age:

Solory Scole:

Voluotion Assets:

Funding Method:

Toble 4

BLOOMINGTON FIRE DEPARTMENT
RELIEF ASSOCIATION

Actuoriol Melhod ond Assumptions

-l 6-

'h,//

5% per onnum.

The mortolity rotes used ore bosed on the l97l
Group Annuity Morfolity Toble, without
morgins, projected to 1976 by Scole E. The
toble is used for oll rotes of mortolity.

The rote of withdrowol is .030 ot oge 20
decreosing uniformly to zero of oge 50 with no
withdrowol ofter thot oge.

The Roilrood Retirement Boord l2th Voluotion
rotes of disoblement looded for the noture of
the group.

Members ore ossumed to retire ofter ottoining
oge 50 ond completing 20 yeors of service.

3h% per onnum.

Morket volue.

The entry oge normol cost method hos been
used with the normol cost determined os o
level of percentoge of poy eoch yeor from the
dote of joining the Associotion to the ossumed
retirement oge. Eoch firemon is ossumed to
eorn the some os o Bloomington policemon.
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6.

7.
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