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2 Introduction 

• Certificate ·o·f 
-Achievement · 

; for Excellence 
ill Financial 
Reporting 

Pr esented to 

Teachers Retirement 
.-• Association, Minnesota 

For its· Compr~hensive Annual 

Financial Report 

for the Fiscal Year Ended, 

.June 30, 20~2 

A Certificate of Achievement for Excellence· in Financial 
Reporting is presented by the ·Government Finance Officers 

• Association o_f the United States and Canada to ' 
government units and public employee retirement 
systems whose-_comprehensive annual :finafi.cial 

reports ( CAFRs) acpieve 'the highest 
sta:p.dards in government accounting · ..___ 

and financial repqrting. • 

~·~ 
President 

~~~ 
ExeC'-:1-tive Director 

/ 
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Introduction 

Letter of Transmittal 

Gary Austin 
Executive Director 

Tea_chers ·Retirement Association 

60 .Empire Drive ~ _Suite 400 • St Paul MN 55103-4000 

· fi Sl.2%.2409 • 800.6S7.3fif,g • fiS1. 297.S999 FAX• 800.fi27.3S29 TTY 

, Dectmber 31, 2003 

Members of the Board of Trustees 
Teachers Retirement Association ._ 
60 Empire Drive, Suite 400 
Saint Pau~, MN 5510~ 

Dear Trustee; 

/ . 

' I 

We are pleased to"present this Comprehensive Annual Financial Report (CAFR) of the 
Tea~hers Retirement Association (TRA) for the fiscal year ended.June 30, 2003, our 
72nd year of service. This report includes the following five sections: . 

■ Introductory describ~s our organizational structure and nature of operations, . 

■ Financial contains the general-purpose financial statements, notes to the financial 
_ statements, actuarial disclosures and the opin~oil. of our independent auditor, 

' . . 

. ' . 

■ Investment highlights our asset management and investment p~rformance, 

■ . Actuarial s;ontains the certification and results of the ·actuarial valuation performed 
by Milliman USA,' ~!1,c, as of July i, 20Q3, and - • •• 

' -
■ Statistical summarizes TRA'. plan benefits and illustrates both current and 

• historical data of interest. 

Pla11 Overview 

Although you, as members of the Bo~rd of Trustees, have ~ broad scope' of authority in 
the operations and manage~ent 'ofTRA, the pension fund is governed by federal laws 
and state statutes. For financ_ial reporting purposes, TRA is considered a pension tnist 

: . fund of the State of Mi~nesota and TRA financial results are incorporated into the 
Compr~hensive Ahn_ual F1nanciai Report of the State of Minnesota. • • 

. As 'of June 30, 2003, TRA had.515 reporting -employer units, 71,916 'active me~bers 
and:.a total 9f 36,199 retirees, survivors, beneficiaries and disabilitants: w_ho were -
receiving mo))thly benefits. • • 
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Financial Information· 

_ TRA follows the provisions of statements promulgated 
by the Governm~ntal Accounting Standards ~oard 
(GASB) including G~SB Statement-No. 25, Fi,:zancial 

• Repbrtir7:g for Defined Benefit Pension Plans and Note . 
Disclosures for Defined Contribution Plans .' _TRA's 
Comprehensive Animal Financial"Report also complies 
with Minnesota Statutes, Section-356.20. Transactions 
are reported on the accrual ·basis of.accounting. 
Contributions from employers and members are 
recognized as revenue when earned .. Expenses are 
recorded :when corresponding liabilities are incurred, 
regardless of when payment is made. , 

A sy~tem of internal controls is in pla~e to help monitor 
and sa~eguard ·assets, ensure tr·ansactions are carried out . 
iri accordance with Minnesota sta_tutes, and promote 

• efficient ope_rations. The _Minnesota Office of the 
L'egislative Auditor annually· conducts a fin~ncial and 

• legal compliance audit of the Association. Management 
beli_eves, that the ac~ompanyirig statements, sche_dules, 
and tables are fairly presented_. We are solely - _ 
responsible for the contenfof this report, including its 
financial statements, which should be helpfulin 
understanding information about the pension fund and 
comparing our operating results with 'th.ose·of otfier • 
teacher rethe~ent systems. 

Readers are encourage.ct: to-refer to the Management 
Discussion and Analysis on pages 14-17 for an overview 
of additions to .and deductions from the TRA fund for 
the fiscal year. 

Actuarial Funding • 

The actuary retained by the Legislative Commission on 
Pensions and Retirement (LCPR) determines the 
actuarial liabilities and reserves of the pension fund 
under.the Entry Age Normal Cost Method. The - ' \ 

actuarial value of assets is·markeJ-value-based and uses 
a five-year smoothing mechanism to reduce volatility. 

. . The· TRA total net as.sets on an actuarial basis were 
nearly unchanged from the previous year at • 
$17.4 billion. · The total required res~rves necessary to 
fund current and future retirees of the fund also 
iucreased from $16.5 billion to $16.9' billion. The 
comparison of net assets to requ.ired rese,rves shows -that , . 

• the funding ratio for fis~al year 2003 was • -

10,3.13 percent, amoderate decrease from the 
comparable 105.31 percent for fiscal year 2002. This 
statistic prodµces the seventh consecutive year in which 
the TRA fund is cpnsidered fully funded from an • 

. ;ictuarial standpoi~t. Th_e TRA funding ,sufficiency, as 
measured by a- percentage-of covered payroll, dee.lilied 

_ during the year from 2.43 percent ~o 1.63 percent. 

Investment Str~te_gies , , 

• All TRA ass~·ts • are invested under the authority and 
direction of the State Board of-Investment (SBI). Th~ 
surp. ofTRA assets have two components, the Active , 
Fund (assets of TRA active and inactive members) arid 
the assets for TRA retirees ·and benefits-recipients 
invested into the Minnesota Post Retire.ment Investment 
Fund (MPRIF).· The MPRIF (Post Fund) consists of tJie 
assets of not only TRA benefit recipients, but also the 
benefit recipients of the other- two major statewide 
public p_ension associations: the Minnesota State 
Retirement System and the ·Public Employees 
Retirement Association. The SBI has developed 
strategic asset_ allocation and other investment policies ._ 
-to represent the long:-term funding needs of our members 
and benefit recipients. ,The-SB!; along with its • • 
Inve~tm~nt Advisory. Council (IAC}, continually rexiews 

• its p_olicies to ensure sufficient assets are available ·to
finance promised benefits. The executive directors of the 

• • three statewide retirement systems sit on the IAC and 
. represent their members in its ·role to advise the SBI on • 

investment-relate.dmatters. 

Investment Environment 

• The past fiscal yea{ w;is volatile for investors. The first 
part of the fiscal year (July 2002.through December _ 
2002) experienced de~p investment losses for the .. 
domestic equity market. • The investment picture. 
improved markedly as 2003 progressed. The U.S. stock 
market, as measured by the Wilshire 5000, produced a 

• positive return of 0 .. 8 percent for the fiscal ye~. The _ 
bond market performed solidly during_the fiscal year as 
investors responded to the Federal Reserye' s signals that 
concerns over deflation would lead the central bank to -

1 keep monetary policy easy and rates lbw. The domestic 
• bond market, as measured by the _Lehman Aggregate 
Bond Index rose 10:4 percent for the fiscal year. 
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The performance of the iuternational stock markets was . 
similarly volatile throughout the _year. The Morgan 
Stanley Capital International Index of Europe, -Australia, 

. ·_ and the Far East (EAFE) lost 6.2 percept for the twelve 
mpntbs ending Juµe 30; 2003. However, the m.arkets of · 

• developing countries, or "emerging markets," increased 
by 7 .0 percent during the fiscal year .. Additional 
investment ihformatioµ can be studied in.the Investment 
sec.ti on of this i:epol}:. ,,,. 

Investment Results -

Within this investment environment, the retirement 
. a~sets under the SBI' s ·cont~ol ,produced the following 
results: 

• The Basic Retirement Funds (including the TRA 
Active Fund) for acti~e members increased 
1.9 percent during fiscai year 2003. Over the ~atest 
ten year period, the fond has exp_erienced -an 
annualizeq return of 8.4 percent. 

Introduction 

~·conomic ·co~d.itio·n~ and .Outlook 

;t\'linnesota' s economy struggled duri~g fiscal ye~-2003 
as both the U.s. :economy and the state ·economy failed 
to perform as·well.as is typical following a recession. 

• The· state_wide unemployment rat.e held relatively -
. constant, averaging just 4.335 percent over the fiscal 
.y_ear; well b~low the U.S. average of 5-.9 percent. But, 

· by the end_ of the fiscal year,,M1nnesota payroll .. 
employment had fallen by J9,500 jobs or 0.7 percent. • 
Nationally, .p·ayroll employment declined by 0.4 percent. 
_As in the r~st o~ th~ 1;ation; Minnesota's manufacturing, 
employmeht_w.as particularly weak, falling by 13,700 - . 
jobs (3.8 percent) during the fiscal year. During the • 
s_ame period, D.S. manufacturing employment was even. 
weaker, dropp~ng by-4.2 percent. 

• Minnesota personal income grew '3 .4 percent during 
fiscal .year 2003, .0_.4 percentage points faster than the' 
national average.- Strong growth in farm income, d~e to · 
above average yields· and)he higher prices brought on • 
by drought-redu~ed yields elsewhere, is only 'part of the 

■ . . . . . . _ ,exp_lanation. Non-fartn personal income also grew more 
_ The Mmnesot~ Po~t_R~tirement !~vestment i:und rapidly than the national average. _In ealendar 2002, • 
(Post Fund) for.retired mem.ber_s.mcreased 2.8 perso·nal income per·capita in Minnesota was $34,071 ,-
perc~nt for fiscal year_ 200~. Overall the Post Fu~d . up 3 .1 percent froni calendar 2001 levels✓, and • • 
p~ovided ~ ten year -a_nuuahzed return of 8._0 percent. 110 percent of the U.S. average. Minnes'ota now ranks 

. _ .• . . _. _ : - ·sev.enth among·states in per capita pe:rso·nal in.com~. 
■ The lifetime post-retirement benefit increase will be . • • 

2.103 perc~nt for eligible retirees on January 1, - ·'J;'he economy in.fiscal year 2004 is exp~cted to be 
200,4. The· increase represents the inflation stronger _tl;ian it has ,been in ~ecent years. Nationally, job 
·component of Post Fund's annual benefit growth is ex.pected·t9 resume, and forecasts ·ofreal 
adj_ustment form~la ~s c~lculated by the federal Gross Domestic Product growth rates of 4 percent or 
CPI-W inflation index. -For the second straight 'm~re are COI12_IDOn. Minne~ota; s _economy_ is expected to 
year~_no investment-]?ased component will be paid. _ strengthen_as well, but projected growth rates for the . 
For the third cons,ecutive year,-tlie Post Fund has • stat_e_are slightly below the U.S. average. The statewide 

· not achieved the expected actuariai rate of return _labor market is· improving, ~ith prelimihary October 
· a:q.d significant investment losses have ~~w _ 2003 payroll employment estimates ~howing_that, 6~ a • 

, _ ~ccurriulate~_. In addition, ~ost ~und li~bilities have seaso~ally } ~jus~ed basis, -more·that 13,0?0 jobs ha~e 
_ mcreased due to past benefit adjustments and a:n been addect smce June. ~hat ~urnaround m employment -
increase in the number of benefit recipients. Due . ap~eai:s to have occurred sooner in Minnesota than • 
to a combination of these two trends, the liabilities nat10n~lly. Even thoughU.S. manufacturing • 
of !he Post Fund_ now exceed its assets by nearly employmen: ~onti~ues to ·d~cline, manufacturing 
$5.5 billion. The deficit of the Post Fund must be empioyment iii Mmnesota: is up, witµ more than 2,700 
folly recovered before any future investrrient-ba;e.d jo~s added since the start of the fiscal year 2004 •. 
adju~tment is given.' Benefit recipients should . Minnesota pers~nal inc·ome is now forecasted to gi;ow 

• e~pect inflativm-only annual benefit adju~tments; by_ 3.9 ~ercent d~ri~g fiscal year 2004,. slightly.less than· 
capped at 2.5 percent, until the deficit is reversed. • the P,rojected nat10nal growt~ rate o'f 4: l percent. Total • 

wages and salaries are projected to increase by 
3_. 7 percent. _ Nationwide wages and salaries are 

• ~xpected to grow by 3.3 percent'. 
... . 
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6 Introduction_ 

Professional Services 

· _We purchase actuarial services from·the firm Mellon 
Human Resources and Investor Solutions of. San • 
Francisco, California. The annual actuanal valuation of 
the pension fund is prepared by Milliman USA., the_ 
actuary .retained by the Legislative Commission on 
Pensions and Retirement to prepare actuarial reports fo( 
all the statewide'retirement plans. , 

' The-Office of the Attorney General provides legal 
~ounsel to our Board of Trustees and the Minnesota 
Offi~e of the L_egislative Au<li!or conducts an annual 
financial audit of the pension fund and prepares a report 
(see pag~s 12-13). All-'financial transactions, including 
the djsbursements from the pension fund, are processed 
through the centralized controls of the Minnesota 
Accounting and Procurement ~ystem, under the 
. supervision of tbe state departments of Finance and 

~ Administration. 

Financial Communication 

An Alinual Statement of Account for fiscal year 2003 
was mailed to 'each active member in November 2003. 
This statement provides' current and cu~ulative 
information related to salaries, contributions and service 
. credit. Projected and deferred retirement benefit 
• estimates are also provided for eligible members. ~n 
·Decetnber,2003, inactiye TRA members (those no 
longer employed as teachers) receiyed their Annual 
Statement of Account balance with contribution and 
service data. ' 

A plan summary. with financial and actuarial data for the 
year ended June-30, 2003, will be distributed to each 
active and retired member as part' of a 2003 edit~on of 
the TRIB, our quarterly newsletter. The TRA web site · • 
contains the-entire .text of this Compreh~nsive Annual 
Financial Report for meII_1bers to download a portion or--• 
aU of the report. Printed copies are available up~n _ 
request. ' 

. Custom'er Services ·. 

Although. the number of new retirements has plateaued 
the past couple of years due to a weak economy and 
µncertainties about post-retiree health-care, we believe 
the effect is temporary and expect the number of new 
retirees to increase dramatically over (he next decade. 
During fiscal ye_ar 2003, TRA continued work on th~ 
four-year, business reengine~ring project called FROST 
(Functional Redesign. of Strategic Technologies). The 

-project's main goal is,to be ready to meet the c,ustomer -
_s~rvice needs of our "baby boom"· generatiop rapidly 
approachi1_1g retirement. Together with our consulting 
partner-, BearingPoint; we are designil).g and developing 
an integrated package of computer applicatiohs to 
improve the processing an~ servicing of member pension 
benefits. Our first. emphasis was a redesign of employer • • 
reporting of.member 9ata and a concerted effort to audjt 
and purify our exis.ting member data. y-1 e implemented 
the new employer me~ber payroll reporting 

· functionality in the summer of 2002. _During the past 
year, we have concentrated qn designi~g and 
programming ~enefit processes such as retirement 
e&_timates, service credit calculation·and on-line 
interactive member features. The finaf phase of the 
project, scheduled for completio~ in 2004 wi~l be the 
implementation of new systems to enhance. the process.es 
to pay benefits to. our· members. 

While the future:holds exciting promise of new ·and · 
enhanced features, we continue to provide quality 
counseling and benefit payment services to our 
members. Retirement -counseling services take place in 
both our maih s ·aint Pa;l office and at 15 locations 
throughout the state. I.n partnership· with the Minnesota 
State Retirement System, we have established_-two 
satellite offices in Saint Cloud and M~nkato. These 
.satellite locations are staffe4 on a permanent basis by a 
1TRA pre:..r~tirement benefit cou~selor who provides both 
individual and group counseling sessions to our 
members closer to .their homes or employers: • 

The TRA Customer1Information Center received over 
50,000 c,alls lastyBar, and an estimated 95 percent of 

- them were addressed without a _callback or transfer. The 
• TRIB is ma1led to all active and retired members. Our 

. web site off~rs the ability to self-calcuiate future 
retirement benefits, and is also upd£!:ted regularly with 
the latest news of TRA events and other. benefit 

_ provision changes._ 
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Legislation and Other Initiatives 

The 2003 Minnesota Legislature did extend the benefit 
provision for TRA members to purchase prior service 
credit until May 16, 2004. The provision, first passed 
by the 1999 Legislature, has since been used by o·ver 900 
TRA members to purchase prior military, maternity 
leave, out of state.teaching service and other types of 
eligible service. , • , , • • 

The 2003 Legislature continued t9 study the ongoing
funding conce~s 6~ the ¥inneapolis and St.- Paul • 
Teacher Retirement Fund Associations and possible 
restructuring options of these plans with DuluthTRFA 
and TRA. An actµarial cost study.to evaluate tpe cost of 
a possible restructured-entity of Minnesota teacher plans _ 
is scheduled to be-delivered to the-Legislature on 
January 15, 2004. ,,We exp~ct to continue to add~es& -
legislative concern~ about the funding of local teacher 
pens_ion plans during the ,2004 legislati've sessiop. 

National Recognition_ 

The Government F)nance Officers Association.of the 
United States and Canada (GFOA) awarded a Certificate, 
of Achzevement for E~cellence in l!'inancial Reporting to . 
the Teachers Retirement Association for its -

. • ' l . 

Comprehensive Annual Financial Report for the fiscal 
year ended June-30, 2002. This was the fifth 
consecutive year that the Association has achieved this 
prestigious award. _ In order to be awarded a Certificate 
of Achievement, a governmental unit must publish an . 
{asily readable and efficiently organized comprehensi~e 
annual financial report. This report must satisfy both 
generally_acceptec;J accounting principles an(\ applicable 
legal requirements. 

A _Certificate of Achievement. is v·alid for a·period of 
• only' one year. We believe that our current 
comprehensiv~ annual ~inanci_al report continues to meet 
the <_=ertificate of Achievement Program requirements, 

• · and we ar.e ~ubmittjng it to the GFOA-to determine its 
eligibili~y for 'another certificate. 

I 

Introduction 
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The preparation ~f this report is possible on'Iy-through • 
, the combined efforts of our employees, employer units, 

arrd professional consultatjts. It is intended to provide a . 
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Introduction 

Missio·n Statement 
TRA provide~ retirement, disability and death qenefits to Minnesota college faculty, administrators, public school 
teachers, retirees,. theh- families and beneficiaries. • • 

Our mission is to enhan~e the quality of life for Minnesota teacl).ers and their beneficiaries and to assist them in 
planning for an ind_ependent and financially secure retirement. • 

1 

To this end we are committed to offering quality customer services by providing r~tirement counseling, maintaining 
member data, administering funds, commum,cating accurate information and delivering be~ef1ts. • 

Our Vaiues 
Accuracy . , 

Quality 

Timeliness 

Effit;iency 

Employee 
Excellence 

-, 

Ensure that all information rec~ived,- maintained a°:d provided is cl~ar and accurate. 

Make high-quality services accessible to our cust<?mers. 
\ 

Provide timely receipt and dissercination of ·info~ation. 

. Make e~icient use of technological and human ~esources in a team environment. • 

Provide ongoing employee development that encourages ~ooperation and mutual 
respect, focuses on common goals· and recognizes superior performance. 

I 
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Financial 

_ Auditor's Report 

ttllllll OFFICE OF THE LEGISLATIVE ·Aui:>ITOR 
STATE OF MINNESOTA • James Nobles, Legislative Auclj.tor 

Independent Auditor's Report · 

Members of the Board of Trustees 
Teachers Retirement Association of Minn~sota 
and . 
Mr. Gary-Austin, Executive Director . 
Teachers Retirement Associ~tion of Minne'sota 

We have audited the accompanying basic financial statem.ents of th~ Teachers Retirement • 
Assoqiatioil of Minnesota (TRA) as of artd for the year ende4 June· ~O, 2003, as Hsted in-the 

• '.fable of Contents. Thes~ financial statements_are the responsibility ofTRA'~ management. 
Our responsibility is to express an opinion cm these financial statements based on our audit. 

/ 

' • I 

We -conducted our ·audit in accordance with auditing standards generally accepted in the United 
States of America and the standards appli_cable to financial audits contained in Government • 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material missta_tement. An audit includes examining; oil a test • 
basis, evidence supporting the amoun~s and disclosures in the finan~ial statements .• An al,ldit also 
includes assessing the accounting principles used and signi,ficant estimates made by· 
management, as well ~ evaluating the overall financial statement presentation. We believe that · 

• _our audit provid~s ~ reaso~able· basis for ow: opinion. • • 
. . . • . . 

• In our .opinion, the financial statements refel'!ed to above present fairly, in all material respects, 
the financial pnsition ofTRA as of June 30, 2003, and the changes in financial position for the 
year then ended in confortnity with accounting principles -generally accepted in the United States 
of America." • 

Management's Dis~ussion and Analysis, on pages 14 to 17 and the other required supplementary 
information on pages 29 to 30 are not a required part ofTRA's bask financial statements, but,are 
supplementary information required by generally accepted accounting principles: We,have 
applied certain limited "procedures, which consisted principally of inquiries of management 
regarding the methods of measurement arid-presentation of the required supplementary • 
info~ation. _However, we did not audit tlie information and express no opinion on it. 

Our audit was conducted for the purpose of forming an opinion on the financial s_tatem~nts that 
collectively comprise TRA's basic financial stateme,:its. The accompanying financial 
information listed as supporting schedules in the Table of Contents is presented for purposes of 
additional analysis and is not.a requir,ed part of the _basic financial statements. Such-information 

I . . 

. Room 140 Centennial Building, 658 Cedar Street, SL Paul, Minnesota 55155-1603 ~ Tel: 65V296-4708 • Fax: 65V296-4712 . 
E-mail: auditor@state.mn.us • 'IpD Relay: 65V297-5353 • Website: www.auditor.leg.state.mn.us 

. / 
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M~bers· of the Board of Trliste~s 
Teachers Retirement Association of Minnesota 
and . _,. 
_Mr .. Gary Austin, Executive Director 
J~age 2 • 

Financial 

has.been subjected to ·tl\e aud,iting procedures applied ht the audit of the basic financial · 
statements and,- in our ·opinion, is fairly stated in all material respects in relation to the basic 
financial statements taken as a whole. The· Introductory, Investment, Actuarial, ~d Statistical -

. Se~tions listed in-the Table of Contents are presented for purposes of additional analysis and are 
: not a required part of the b~ic financiij statements. Such additional information has not been 

subjected to the _auditing proc~ures·applied in'the audit of the basic financial statements. and, 
accordingly, we express no opiruon-on them'._ • . , .· . • . • ', ' , 

In accordance with Goverjiment Auditing Standards~•. we have also issued a report dated 
December 5, 2003~:on our consideration ofTRA's internal control over firiancial reporpng and · • 
on our te~ts of its compliance with certaip provisions of laws, regulations, and contr~<?ts. That . 
report 'is ~ integral part of an audit perfonne4 in aee9rdance with Gov'!niment Auditing 
Standards· and should be read. in CQnjunction· with this report in considering the results_ of.our 
~~ • 

q..._ P;y\~ 
• Jame_s R. Nobles _ -
Legislative Auclitqr 

December 5, 2003 _ 

I 

j 

• • .. ·.:J.& .-1.:...zr 
Claudia J. Gudvangen, CPA · ~ _ 
Deputy Legislative Auditor · 
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Mana·gement Dis·cussion and.Ana_lysis· 
June 30 ,-2003 • 

This discussion and analysis of the Teachers Re(irement 
. Association (TRA) of Minn~sota provides an overview 

of TRA financial activities for the fiscal year ended 
June 3_0, 2003 . . We encourage you to consider the 

. information :eresented here in conjunction with the 

. transmittal letter beginning on page 3 and the additional 
information presented_ in the financial .statements and 
required ·supplementary information. 

Financial t:lighlights 

■ • TRA assets are accounted for with. two legally 
separate retireine_nt funds. The TRA Active Fund 
consists· of moneys_ held in trust for TRA a·ctive, • 
inactive and members in.deferral status. Retirees of 

• TRA participate in the Minnesota Post Retirement • 
Investment Fund (MPRIF) administered by the 

• Minnesota State B~ard of Investment (SBI.) The . 
fair value of the TRA Active. Fund at June 30, 2003, 
was about $ 6.2 billion. TRA' s assets in MPRIF 
were $ 7.4 billion, for a combined total of 

' approximately $13.6 billion. 

■ The Net Assets Held in Trust for Pension Benefits 
decreased in value by abo~t $0.4 billion 
(2.8 percent) during the fiscal year. The 
Association generated revenues of about · 
$602 million during the fiscal year. However, plan · 
benefits and oth¢r expenses totalled nearly 
$1 billion during the fiscal year: 

■ Investment returns forthe TRA Active Fund ar1;d tJ;ie 

■ Adrru,nistrative expenses of the. fund during fiscal 
year 2003 were $13 .2 million, a slight increase froni_ 
the fiscal year 2002 total of$ 12.9 II11llion. 

Actuarial Highlights: 

The Association's funding objective is to meet long-term 
benefit obligations~thrqugh the accumulation of 
contp.butions and investment income. This funding is , 
structured so that the burden' of paying retirement costs 
.is shared equitably by present and future generations ·of 
members and taxpay~rs: A_s of June 30, 2003, the 
accrued liability fun_ding ratio for TRA was _ 1 

103 .1 percent, a decrease from the· comp~able funding 
ratio uf 105.3 percent a~ of.June 30, 2002. The funded 
ratios have decreased due to increases-in benefits paid 
and declining investment marketconditions. 

TRA first became fully funded from an actuarial 
standpoint.for fiscal y~ar 1997. TRAhas remained fully' 
funded forihe past seven fiscal years despite the recent 
downturn in the investment market·s. Key actuarial 
funding ratios can be seen on page 55. 

. , I . 

. . . 
Overview of the Fin·ancial Statements 

, , 

This discussion and analysis is intended to serve as an -
introduction to the financial report of TRA. The 
financial report consists of: , 

■ the basic financial statements, comprised of the 
• Statement of Plan Net Assets and the Statement of 

Minnesota Post.Retirement Inyestment Fund for the " Changes in Plan Net Assets; · 
fiscal year w~re 1.9 percent and 2.8 percent, 
respectively generating net iµvestment inc;o_me of , ■ the notes to the basic financial statements; and 
about $293 million. 

■ Contributions paid by members--and ei:nployers 
• during the year totalled ~bqut $305 million. 

■ · Pension benefits paid to retirees and beneficiaries 
incr~ased 'about $32 million from the previous .year • 
bringing total benefits paio to $97.7 inilli_on for_fiscal 

·_ year 2003. 

■ Refunds of member cpntn.bhtions pfus interest 
during fiscal year 2003 were $6.7 million, a slight 
decrease from· the fiscal year 2002 totai of 
$7 .3 million. • • 

■ required and other supp~ementary information . . 

the· Statement of Pl~n Net Assets (page 18) pre~ents 
, i~formation on the assets and liabilities of TRA, with the 
difference between the two reported as net assets. The 
net assets· of the Association reflect the resources 
!}Vailable to pay benefits to members when due. Over 
time, increases and decreases in net assets measure 
whether the A·ss9ciation' s financial position is improving 
·or.deteriorating. , 

' ·1 
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The Statement of.Changes 'in Plan Net Assets (page 19), 
presents information detailing the changes in-net assets 
that occurred duri~g the current.fiscal ye~. All changes 
in net assets are reported on_an'accrual basis. This • . 
means that the revenue or expense is recogri_ized as soon 
as the -underlying_ event giving ii.s~ to the chang~ occurs, 
regardless of when_ the actual ~ash is received or paid.· 
Thus, revenues and expenses are reported in this 

. statement for some items that will nofresult in cash 
flows until future fiscal periods. For exarp.ple, 
contributions due from a school district, even tho'ugh not 
yet paid by fiscal year _end, will be reflected as revenue:· 
Earned benefits or refunds accruals will be reflected as 

. an expense, even though they· may n~t _h_ave bee~ P.aid to 
the member until after fiscal year end. 

The notes to the financial statements (pages 20-28) _ 
provide· additional information that is essential -to a full 
understa1:1ding of the data proyided in the financial 
statem_ents. 

The report also c~ntains reguired si;Ipplementary 
-information in addition to_ the basic financial statements 
themselves. The Schedule of Funding Progress 
(page 29) includes _historic~!' trend information about the 

'TRA plan froni ·a long-term~ ongoing perspective and the' 
progress iw1de in accumulating assets to pay b~nefits • 
when due. • The Schedule of Employer Contributions 
(page 29)~ pre&ent historical trend inforrp,ation about the 
annual required contributions of employers and the • 
actual contributions made by employers. Notes to the 
Required Supplemental Sc,p.edules may be found on 

.. ·page-30. 

Qther, supplementary_ schedules are also presented. • The 
Schedule o_f TRA Administrative Expenses (page 31) 
presents the overall cost ·of administering tli_e , • 

• Finc1:nc;a1 

Financial Analysis of the .TRA Funtt 

Plan Assets 

Total_plan assets of the TRA Fund as of fone 30, 2003, 
• were $14.7 billion and were m~stly comprised of cash, 
investments a,nd contributions due from employers. 
~otal plan net assets .decreased $0.5 billion (3.3 percent) 
from the June 30, 2002,. tqfal of $15.2'billion. The 
primary· reason for the decrease was due to the cash· 
needs of the A~sociation to fund the lifetime benefits of 
new benefit recipients and other operating expenses of 
the Association. 

Plan Liabilities 
I ; 

Total liabillties as of June 30, 2003, were $1.11 billion, 
a slight decrease from the June 30, 2002, liability 
amo1Jnt of $·1.21 biliion: In both cases, the amounts 
were mostly comprised of obligations under security 
lending arrangem~nts and long-term bonds payable for •. 
the building co-ow~ed by the Association. 

Net Assets 
. . 

Association·assets exceeded liabilities-on June .30,.2003, . ( -

by $13.6 billion.,., The amount i~ down from the June 30, 
2002, amount of $14.0 billion. As a mature public 

· • pension plan, tRA relies heavily" on investment earnings 
to help pay benefits and expenses since annual employee 
and emplo_yer contributions are currently only about one
third of the amount needed to fund current cash 

. • ' 
outflow~. As result of its annual e_xpenses, _the, TRA. 
Fund.has a lo·wer asset balance on forie 30, 2003, despite • 
having mod_est posit~ve investment gains for th~ year. 

·-Revenues: Additions to Plan Nef Assets · 

Associatjon. ·The Schedule of Changes ,in Plan Net 
Assets, separ~ted by reserve accounts; is presented on ) 
pages ~2-~3. The S~hedule of Professional Consult~nt 
Expenses (page 34) further details this category pf 
administrative expense. The _Schedule of Investment 
Man<,1gement Expenses (page 34) provides summary 
infoµnation of professional investment money 
management expenses, indu~es TRA'~ share of the 
investment man_agement fees of the Minnesota·Post 
Retirement Investment Fund (MPRIF). • These expenses · 
are shown as a redu~!ion of inve~tment income on the 
Statement of Changes in Plan Net Assets. 

Tota} ad~itions t6 the TRA'Fund duringJiscal ye~ 2003 
were $602° million, an improvement of over $1 -.5 billion 
from the previous fiscal year amount of -$9.37 million. 
-Positive investment returns were mbstly responsible for 
this dramatic turnaround. ' 

Total retirement contributions for.fiscal year 2003 
increased apout $10.5 million from the previous fiscal 
year. · Retirement contributions arn calculated.at 
5-percent employee and 5 percent employer for 
Coordinated members. Members rnay _also p,ay 
contributions to reinst~te previously withdra~n serNice 

·credit or purchase various types of elective-service. 

15 
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Plan· Net Assets 
Dollar Amounts in Thousands 

, 2003 
- Cash and Investments • $' 14,675,024 

Receivables 26;220 
Other 12,463 
Total Assets .14,713,707 

I Total Liabilities 1,112,101 
Plan Net Assets $ 13,601,606 ' 

Changes in Plan Net Assets · 
Dollar Amounts in Thousands 

2003 
Additions 

Memb~r Contributions $ 155,577 
Employer Contributions 149,481 
Net Investment Gain (Loss) 293,085 
Other '· 4,417 

. Total Additions $ 602,560-

Dedudions 
.Monthly Benefits $ 976,977 
Refunds of Contributions 6,656 
Administrative Expenses 13~158 
Other 1,924. 

Total Decf uctions • $ 998,715 

Change in Plan Net Assets $ (396,155) 

A positive net investment return oi $293 million was 
achieved for fiscal year 2003. This amourit was a 
substantial improvement ov~r fis~al year '.2002 when a_ 
net investment loss of$ -,I.23 billion occurred. 

• Investment returns for the TRA Active Fund and the 
' . . 

Minnesota Post Retirement Investment _Fund were· 
1.9 percent and 2.8 percent, respectively, for the fiscal 
year. During fiscal year 200_2, the compai:able 
irtv~stment returns 'were -8.2 pe:1;-cent (Active Fund) and _ 
-7.8 percent. (Post Fund). 

Expenses - D~ductions From Plan Net Assets 

. The primary expenses of TRA include the payment of · 
pension benefits to members and beneficiaries-, refunds· 

• of contributions to former membe~s, and the cost of 
administering the syste~. Benefits ·expenses ha'{e 

$ 

·$ 

\ $ 

I 

$ 

$ 

$ 

$ 

2002 
15,136,696 

• 56,536 
. 12,915 

15,206,147 
1,208,386 

13,997,761 . 

2002 

' 152,331 
142,222 

(1,236,188) 
4,488 

(937,147) 

945,222 
7,353 

12,912 
1,940 

967',427 

" (1,904,574) ,. : • 

$/ 

- - $ 

$ 

$ 

$ 

$ 

$ 

Change 
. (461,672) 

(30,316) 
• .(452) 

(492,440) 
(96,285) 

(396,155) 

Change 

3,246 
7,259 

,1,529,273 
(71) 

1,539,707 

31,755 
(697) 
• 246 
-(16) 

31,288 

1,508,419 

slowed froin recent years and increased by about 
$32 million due to 'a lower number of new retirements 
and the lowest cost-'of-living adjustment paid in the 
23-year history of the Post Retirement_Fupd 
0.745 percent on January 1, 2003. Refunds of 

. $6.6 rrµllion also decr&ased by about $700 thousand 
during fiscal year 2003 from 'the fiscal year 2002 total of 
$7 .3 million. Administrative expenses r~se about • 
2 p~rcerit during the f.iscal year- from $12.9 million in 
fiscal. year 2002 to about $13 .1 million for fiscal year 
2003; Overall, fund expenses rose $31 ,million during 
fiscal year 2003 and now are near~y $1 billion. 

I 
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Summary 

Due to the long-term nature of defined benefit plans, one 
• must review the financial performance of TRA over a .· 

. period ofyears and not an isol_ated _point in time. 
Although the TRA Fund has not met its 8.S-pe~cent 
earnings assumption for the past three fiscal years, the 
ac~rued liability f\mding ratio remains over 100 percent . 
as of June 30, 2003. The Board of Trustees: will . 
continue to strive to maintain the fully_.fundediinancial 
-position of the Association through the State Board of 
Investment's prudent investment program and long-term . 
strnte_gic planning for Association operations. 

Request for Information 
- ! ' I • 

The financial report.is designed to provide tlie Board of 
Truste-es, members and other users of the financial report 
•with a general overview 9f the Association's finances 

. and to demonst;ate its acc_ountability with the money it 
_ holds in trust. If you hav~ any questions· abouf this 
• report or require additional financial information, ple~se 
contact the Teachers J3..etirement Association, 60 Empire 
Drive, Suite 400, Saint Paul, MN 55103. 

-.. 
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· Te~c~ers Retiremen,t F·und 

$tateme.ht of- Plan Net Assets 
As of Jurie 30, 2003 

-~ 

·Assets 
Cash and short-term investments 

Cash .. : ..................... .. .......... : ..... : .... .......... ... ...... .-............ ........... : ............... $ 2,663,241 
Building Account Cas~,, ................. : ....... : ... ... : ..... .. :: ... : ......................... :··· -'· 26,728 .. . 
Short-temiinvestments .... ...... ................ .... : .............. : .................... :......... 37,453,387 

Total Cash and Short-term Investments _. ............. :·· ····················~······$ _ -40,143,356 

Receivables .'.; ............. : ..... ........ : ...... .................................... ........... : .............. _.. • 
Employer Contributions ... ." .. ....... .............. ................ ; .. ....................... : ... . . 
Due from Post Fund ......... :._ .... .. : ............ -............. ; ......... : ....... : .. ...... .... : .... .. $ 

10,127,715 . 
16,052,284 

Investment Income ...... .' ........ -....... • .......................................... '. ... .' ......... ... .. 40,760 
Bond Interest' ...................................... ... ,.................................................... _ .• 123 

• Total Receivables ............ ,.-.. : ........................................ -.. ; ... .... .... .. ..... $ • ·26,220,882 

Investments (at fair value) 
Equity in the Post Fund ........................................ : ......... ............ . • ............. $ 7,407,221 ,537 
Fixed Income Pool .................................. '. ..... _. ................... : .... : ... •.............. 1,449;852,109 
Ven_tur~ Capital Pool .. _ .... ........... : ... ................... : ... ......... .. ..... .. ." .... :., ..... :: ..... 544,926,261 
Indexed Equity Po.ol _. ......... : ....... ..... .... ...... .. :........ ...... ..... ...... ......... ........... 889,952,205 

. Real Estate Fund Pool ................................. ..................................... : .... : .. . 228,0;,4,304 
~esource Fund Pool .................... ............................................... .-.............. . 101,405,23 1 
Domest_ic Equity Pool _. ... .... .. • ..... .................................. .. ~ .... : ......... ... ... : ... :.. 2~040,439 ,305 
Global Equity Pool .... .......... .. ..................... :.............. ................. ............. • 878,788,573 

Total Investments .... , .......... • ........................................ .-.......... ..... ...... . $ 13,540,61-9,525 
• • 1 . • . . 

, • Securi~ies Le~ding Collateral ........... _ .... .-.. .......... . -.. : ................... : ....... : ...... .. : .... .. $ · 1,094,260,793 ' · 

Buildi~g 
Land·:·· •································ : ....... ... : ...... : ......... .. ......... : ............................ _.$ . 171 ,166' 
Buildil)g (Net of Accurimlated-Depreciation) ................ : ... : ... :................ • 11 ,203 ,365 
Deferred Bond Charge ....... ..... .. .......... ........ : ........ :.~ ...... .'.......................... 145,856 

Resei;ve forDeferred Bond Charge Amortization :........................... .., (10,059 
Total Building_ ..... : ................. :··············.: ............ _ .... _ .......... : .. , ...... .... . ' 11,510,328 

Capital Assets (net of iccumulated,depreciation) .......... 1 ••• ••••••••••••••••••• ~······ : · .. $ . 953,0b0 

To(al Assets· ........................... ....... : .. ................ ........ .. ...................... _. .. .-...... ·$ 14,713,707,8'84 . 

Lfabilities _· 
Accounts Payable ................... ............. -........ ; ...................... .' .. :.: ..... : ........ .... $ 
Accrued Compensated Absences .................................... .............. ~ .... ... ... • 

Accrued Expenses - Bupding ············: ···························· ··· ········ ········· ··· ··· 
'Bonds.Interest Payable _ ........ _. ............... , ............... : ................. , ... . : .. . : ....... . 

. Securities Lending Coll~tera:l .'. ... • .... : ................. ....... : .. .... ..... ........ ............. . 
• Ret~inage Payable · ............... : .. , ............. -.. ... .. .............. ... .... : ................ : .. _. .. . 

Bonds.Payable •••••••••••••••••• ••• ••••• ••••••••••••••••••••••••••••••••• •••••••••••••••••••••.••••••••• 
Total Liabilities ... :._. ....................... -....... ....... .' ....... .. ........ : ......... ....... _ ........ $ 

4,757,223 
598,604 . 

1,347 
53,984. 

1;094,260,793 
1,2°08,470 

lf,221,000 
1,112,101,421 

Nef Assets Held in Trust for Pension Benefits .. : .. ... ......... ; .......... , ........ $ 13,601,606,463 

(A Schedule ,of Funding Progress for the plan is pre~ented on page 29). 
The accompanying notes are an integral part of this statement -

' . -
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-Financi.al 

Teachers Retirement Fund . 
·Statement ·of Changes in ·Plan ·Net Assets. 
For the Fiscal.Year Ended June 30, 2003 

Additions 

Contributions_ 
Employee ... ·.: .... ,. ...... ......... • ............ • ....................................................... '-, $ - 155,577,148 

, Employ.er. ............................. .. .. ... .. _ .. ................ • ........... : ................ .'....... 121-9,480,510 
Earnings Limitation Savings.Account (ELSA)::-:. .. : ...................... :· .... _ 1,489,708 

Tot~! C~ntributions ............................ ; ............... : ................... _ ... -.... '.~ ........ . $ .30?,547,~66 

Investment Income 
Net Depreciation in Fair Value .... : ........... : ........ : ...... : ................... : .. : .. • $ 

Interest .............. : ........... : ....................... .. : .................... _ ......... ,. ......... .. 
Dividends ......... : ............................................. • ........ -............ : ... ~ .......... . 
MN PQst-Retiremeht Fund: Distributed Income ..... .-........................ . 

Less Investment Expenses ......... .' ......... :······: .................... , .......... · .... : .. . 
Net Investment income-........ -....... : ....... ,: ......... : ................. ~ ............... .' '. .... $ 

From Securities Lending Ac_tivities 
Securities Lending Income .. : ...................................... ; ..... ;................ $ . 
Securities Lending Expenses: . . • 

. (437,901,729) 
104,606,428 · 

8,947,910 
• 630,989,514 

(18,958, i50) 
287;683,973 

20,9;37,625 

Borrower Rebates, ... : .................. : ..... _ .. : ......................... : ........... :... (13,698,295) 

' ·. Management F~es ..................... · .... : ................ : ............. • ................ _ (1,838,22_9) 
Total Securi_ties Lending ;Expenses .......... : .............. :_ ...... : ............ ,_. :.... (15,536,524) -
Net Inc9me from Securities Lending ................ • ............... .-.. ; ....... : ...... , 5,401 ;1_01 

Total Net'In~estment Income (loss) ........... .' .... _:, ........ : .............................. • $ 293,085,074 

Other Income.• ........ : ....... : ............. .' ....... ,.'.···· ~·············· .. ······· .. ··: ........ ~ ... -....... _$ 2,927,201 
Total Additions _(subtractions) ·:·:: ......................... ; ...... '-! ... _ ............ .'.: .. .-. : .. -$ • 602,559,641 -

Deductions 
Retirement Benefits Paid ........................................ , ........... : ......... :............ $ 976,976,909 . • 

Earnings Limitatjon Savings Account (ELSA) ......... : ......... .. : ............. :.... - 1,489,708 • 
,~ Refupds of Contributions to-Members ... :: ........................... : ............ ; ........ • 6,656,191 • 

Administrative Expen'ses ........ ~ ................ .' ..... : ............ : ..................... :....... 13,158,348 
• Interest P~id to th~ Post Funa .............. '. ....... : ....... ~ .......... • ........... ;: ...... : ...... : 434,196 : 

Total Deductions ................................. _. .. :................................................ $ 998,715 i352 

Net Increase (decrease) ... ·.: ....... : .... : .. : ...... ... _ .............. .................... : ........ $ (396,155,711) 1 

Net Assets Held in Trust for Pension Benefits 
Beginning" of Year ....... -....... :: ............... ·; ............................. ...... : ............... :. $ 13,997,,762, 174 

_ End of Year ......... , .... , ......... : ...... : ...... : .... ·;.: .. ·• ........... _ ..... ~ .................. : ... : ... $ 13,601,606,463 

The accompanying notes are an integral p~rt of this statement. 
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20 Financial 

Notes ·to. the Fina.ncia,I Statements-. · 
. For the Fiscal Year Ended June 30, 2003 

I. Plan Descrip~ion 

A. Organizati_on 
The Teachers Retirement As·sociation (TRA) is 
an admini_strator of a multi-employer, cost
-sharing retirement fund. TRA administers a 
Ba.sic Plan (without Sod.al Security cov~rage) 
and a Coordinated _Plan ( coordinated with • 
Social Security coverage) in accordance with 
Minneso!a .Statutes, Chapters 354· and 356. 
Assets of the fund may be used to pay benefits 
to both Basic and Coordinatt d members • 
without legal restriction. 

B. -Participating Members and 
• E;mployers 

Teachers employed in Minnesota's public 
elei;nentary and secondary schools, charter 
schools, and certain educational institutions 
maintained by the st_ate ( except those teachers 
employed by the cities _of Minneapolis, Duluth 
and St. Paul, and by theUniveisity of 
Minnesota system) are required to be TRA 
memQers. • 

State university, community college, and . 
. technical college teachers first employed by th~ 
1 Minnesota State College_ arid Universities 
(MnSCU) may elect TRA coverage within 90 

•• days of first employment. Alternatively, these 
teachers -may elect coverage through the , . 
• Defined C~mtribution Retirement Plan (OCR) 
administered by MnSCU. A tea~her employed 
by M~SCU and electing coverage by DCR is 
n<?t a membe'r, of TRA except for purposes of 
Social Security coverage. • • 

A schedule of employe~ units and membership 
is pr:esented in Figure 1. 

C. • Benefit Provisions 
TRA provides retirement benefits as well as 

• disability benefits to-members, and benefits to 
survi\,:ors upon the death Qf eligible members . . -. 
All benefits vest after three _years _of eligible • 

service credit. The defined retirement benefits 
• are based on a member's highest average salary 
• for any consecutive ?O months of allowable 
service, .age and years of formula service yredit 
at termination of service. TRA mell!bers 
belong to either the Basic or Coordinated Plan . 
Coordinated members are_ covered by Social 
Security while Basic me'mbers are not. All new 
TRA members m1,.1st participate in the 
Coordinated Plan. TRA.currently has less than 
20 members who participate as Basic members. 

Two methods,, or tiers, are .used to compute 
• benefits for Coordinated and Basic members 
who were.first hired prior to July 1, 1989. 

. Under Tier I, the annuity accrual rate for Basic 
members is 2.2 percent of average salary for 

Figure 1 

11 

"': 

Employer Units 

June 30, 2003 

Independent school distri~ts 
Joint powers units 
Colleges and universities 
State ~gencies 
Charter schools 
Profes_sional organizati~ns 

Total Employer Units 

M~m~ership • 

340. 
38 
40 

8 
88 

1 
515 • · 

June 30, 2003 

.Retirees, disabilitants and 
beneficiaries receiving benefits 

Terminated ewployees with 
deferred vested benefits 

Total' 

Current employees 
Vested 

_- Non-vested 

Total 

. 36,199 • 

9,304 
45,503_ 

55,164 
16,752. 

71,916 
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each of the first 10 years of service and 
_2.7 percent for eacp remaining year. For :;i 
Coordinat~d member, the annuity accrual rate is . 
1.2 percent of average salary for each pf the 
first 10 years of service ancj 1. 7 percent for 
each remaining year: Under Tier IT, the annuity 
accrual rate is 2.7 percent of average salary for 

' Basic memb~rs a11d 1. 7 'percent fop ~o-ordinated 
inembers. Coordinated mempers first hired 
after June 30, 1989, are only eligible for Tier U 
benefits. 

Afull annuity is available when age plus years 
of service equals at least 90 for members whose 
annuity IS calculated under Tier I. For members 
first hired after Jµne 30, 1_989,full retire~ent 
-annuity benefits are available upon reaching 
their normal Social Security retirement age, not 
to exceed 66 years of-age_. A reduced 
retirement annuity is also available to eligible 
member~ seeki~g retirement early. •• 

The benefi~ provisio_ns stated in the -preceding 
paragraphs of this section are current provis_ions 
and apply to active plan participants. Vested, 
terminated members who are entitled. to benefits 
but are not yet receiving them are bound by t_he 
provisions in effect at the tim~_ they last 
terminat§d~ their public service. Pension 
benefits are.funded from member and employer 
·contributions and income from investment of 
fund assets. 

• 11. Significant Accounting Policies 
and Plan Asset Matters 

I • 

A. Reporting Entity 
TRA functi~ns as' a statutory en_!ity created by 
the Laws of 1931, Chapter 406. The .
Association maintains ri"gh~s fo sue or be sued 
in its own name and to hold property in its own , 
name. For financial ryporting pqrposes, TRA_is 
con'sidered a pension tru.st fund of the state of 
Minnesota and is included i~ the State's 
Gomprehensive Annual ·Financial Report with 
its fiduci~ funds. 

/ 

Financial 

The State of Minn~sota acts as a fiduciary and 
trustee of TRA's •. funds. The Board of Trustees 
has significap.t independence in the operations 
and management of the Association, though the 
State Legislature actually determines the · 

• contribution_rates for-members and employers. 
\he Board of Trustees is respon_sible for TRA's 

. administration, but the State Board of . • 
Investment (SBI)' is respon~ible for investing 
plan assets. 

13. B.asis of Accounting . 
TRA financial statements for its defined benefit 
fund are prepared using the accrual basis of 
ac_counting. Empioyee. and· employer_ 
·contributions are recognizec;l as· revenue in the 
year in which they _are due pursuant to 
Minnesota Statute. Expenses including benefit 
payments and refunds are recorded when the 
liability due and payable according to 
Minnesota Sta_tute. • 

, C. ·Investment Policies 
1. _Fursuant to Minnesota Statutes, Chapter . 

• 1 lA, the state's retirement fond ·assets are 
commingled in various pooled investment 
accounts, administered by the State 'Board 
of Investment (SBI). As of June 30, 2003, 
the TRA Fund's share of the Active Funds · 
administered by SBI at fair value was 

. approximately 36:5 percent.. The TRA 
share of tl:le net assets of the Minnesota 
Post Retiremen! Investment Fund (Post ' 
Fund) at fair values totaled 45.1 percent 
Figure 2 proviges specific totals of TRA 
investments by category. • 

• 2. Mil!Iiesota Statutes, section 1 IA.24, broadly 
• restricts· retirement fund invest_ments to • ' 
obligation~ and stocks·of United States and 
Canadian governments, their agencies and 
t_heir registered corporations; short-term 
obligations ofspecified high quality; 
restricted participation as a limitea partner 
in-venture capital, real estate ~r resource , 
equity investments; restricted participation 
in registered mutual funds; and some -
qualified fOFeign instrume'"i-tts. 

21 
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2·2·· Firrmcial 

3. Investments- are categorized to give an 

Figure2 

. indication _of the levei of risk that is 
'assumed. Risk Cafegory i' includes 
investments that are i:qsured or registered, 
or for which the securities are held by the 
state or its agent in the state'·s nam~. Risk! 

. C~tegory 2 in.eludes uninsured and 
. unregistered investments for which the • 
sec~1ities are held by the c·ounterparty' s 
trust department or .ag<;!}t in the state's 
name. RiskCategory 3·includes uninsured 
and unregistered 1nvestrrients for which the 
seq1rities are held by the counterparty or 
by its trust department or agent, but not in 
the state's name. TRA does not own any 
investments that are con~idered securities 
for purposes of asse~sing credit risk. All 

,. TRA investments are in SBI-admini~tered 
. pools or open-end mutual funds. These. 
investments are not considered for 
purposes of credit risk classification. 

TRA Investm~nt Portfoiio 
June 30, 200~ 

Basic (Active) F~nd \ Cost Fair 

Pooled Accounts 

Fixed Income '$_ 1,458,647,72°8 -- $ 1,449,852,109 •' ' 

Domestic Equity 2,280,926,961 2,040,439,305 
-

Indexed Equity 951,715,971 8_89,952,205 
I 

, Global Equity 1,008,017,326 878,788,573 

V enprre Capital . 721,341,'253 544;926,261 

Real Estate· 189,302,182 228,034,304 

Resources •. 104,457,613 · 101,405,231 , 

Total $ 6,714,409,035 $ 6,133,397,988 . 

Short-Term Pooled Cash • 37,453,387 37;453,387 
( 

Post Fund Account - 9,713,507,000 7,407,221,537 

, Total Invested $16,465.,369,422 $13,578,072,912 

Investments in any one organization do not 
r~present 5 percent or more of plan net 
assets. 

4.· Information about the primary _ 
government's (State of Minnesota). 
investments-, including credit risk 
"clas•sification, can be obtained' from the 
Department of Finarice, 400 Centenniaf 
Office Building, 658 Cedar- Street; Saint 
Pa.ul, Minnesota 55155. Information on 
investment activity, investment 
management fees and-a listing of specific 
investments owned by the pooled asset 
accounts can be obtained from$BI, 
Suite 355, 60 Empire Dr;ive, Saint Paul, 
Minnesota 55103. 

D. Method Used to Value Investments 
Investinents in the pooJed accounts· are . 
reported at fair v_alue. Figure 2 provides· a ' 
summary of the cost a~d fair values· of the 

. investments as o~ June 30, 2003, as r~p~rted 
on the Statement of Plan Net Assets.' Short
term investments are reported at ·cost which 
approximates fair value. Securities .tqded on 
a national or intema.tional exchange are valued 
using the last reported trade price . .The fair 
value of real estate inve~tments is based on 
iridep~ndent yearly appraisals. Investments 
that do not have an established market are 
re~orted at estimated fair value. 

'- ' 

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

N¢t Investment Income is summarized on'the 
Statement of Changes in Net Plan Assets. The 
summarized amounts show a. net investment 
gain of $287,683,97J for fiscal- year 2003. 
Figure 3 shows t~e v~ous components of 

• these composite amounts, includi?g TRA's · . 
share of the Minnesota Post Retirement 
Investment Fund. ' 
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The· c.ost of security transactions is included in 
the transaction price_. A.dministrat~ve expenses 
of, SBl and investmenf management fees of the 
external money .. managers ar1:d the state's 
master e1;1stodian ~or pensi\m fund assets are 
allocated to the funds p~i"cipating in the 
pooled investment accounts (see page 34). 
TRA' s share of these expenses totaled are: 

TRA Active Fund . . 
MN Post Retirement Fund 

Total 

$ 8,025,900 
10,932,250 

$18,958,150 

A det_ailed schedule of fees· and commissions 
by brokerage _firm,. along with the number _of 
shares traded, total commissions, and- • 
':'.ommissions ~er share inay be ob~ained by 
writing:· 

Minnesota State Board of Investment 
60 Empire Drive, ,Suite 355 
St. Paul, MN 55103-3555 , 

Figure:3 

I J 

Fin,::Jncial 

E. Securities Lending 
TRA doe~ not own specific securities, but 
instead owns shares in pooled'funds _invested 
by SBI that is authorized to use securities 
lending transactions .iD: .accordance with , 
Minnesota-Statutes; section 356A.06, -
subdiyision 7~ and has, pursuant to a Custodial 

• Tnist Agreement, authorized State Street Bank 
arid Trust Company, Boston, Massachusetts, to 
act_c).S ~g~nt in lending securities to broker-
dealers· and 

0

banks. • • 

During the fiscal year, State Street lent, on 
behalf of SBlcertain securities held·by State 
Street as custodian, and received cash (both 
United States and foreign currency) and · 
securitie~ issued or guar~nteed by the United 
S_tates goverriment, sovereign debt of foreign 
coun..tries, and irrevo·eable bank letters of Cfedit 
as collateral. State Street did not have the 
abiD:\Y to pledge or sell collateral securities 
absent a bor,rower default. Borrowers were 
required ·to deliver col1£\teral for each loan in 
amounts equal to not less than 100 percent of 
the market value of the loaned secu_rities. 

Net Investment Income 

In;estment Income 
Net Appreciation in Fair Value: 

_· Investment Pools ........... : ......................... ... : . .' ........ : ......... ·$ 
MPRIF Participation ...................... : ................................ . 

Net Gain oh Sales of Pools' ............... : ... '. ...... ; ......... : ............ . 
Interest ............................................. : ...................... · ........... . 

Dividends ...... ~.··· ·········· :······ ···· ······· : ......... '. .; ............... ; ...... :. 
MN Post-Retirement Fund: Distributed_Income : ............. : .. 

Less Investment Expense·••·••·········'.·························: ......... . 
Net I:r;ivestmerit Income · .. .. .... : ... : ......... • ................ : ....... : ... :·· ··$ 

,,,,. 

Fiscal Year .2003 

315,027,642 
(451 ?005,_177) 
(361,924;194) 
104,606,428 

8,947,910 
·630,989,514 
(18,958,150) 
287,683,973 
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.. SBI did not impose any restiictions during the 
fiscal year on the amount of the _loaris that State 
Street made on its behalf. State Street 
indemnified SBI by agreeing to purchase ~ ' 
replacement securities or return the cash 
collateral in the event a borrower failed to 
return a loaned security or pay distributions 
thereon. There wer_e no such failures by any 
bori."ower to return loaned securities or pay 

. \ . . 
distributions thereon durintthe fiscal year. • 
Moreover, there were:no'losses during the 
fiscal year resulting from default of the 
borrowers or State Street. 

• During the fiscal year, SBI ~nd the borrowers 
maintained the fight to terminate all securities._ 
lending transactions on demand. ·The cash 
collateral received on each loan was invested, 
together with

1

the cash collateral of other _ 
• qualified tax-exempt plan lenders, in a 
collectiye investment pool. The r~lationship 
between the average maturities of the : 
investment pool and SBI' s loan~as affected 
by the m~turities of the loans made by other • 
plan entities that invested cash collateral in the • 
coJ.1ective investinent pQol, which SBI could 
not determine. On June 30, 2003, S-BI had no 
credit risk exposure· to borrowers. TRA's 
portion of the total collateral held and the 

-market value of securities on loan from SBI as 
of June 30, 2003, were $1,301,201,602 and 
$1,257,310,648 respectively. TRA's portion 
of the cash collateral held by SBI as of -

- - \ 

June 30, 2003, was $1,094,260,793. • 

F. Accrued Coa:npensated Absences 
Employees of TRA accrue vacation leave, sick 
leave, and corppensatory leav·e at various rates 
within limits specified in collective bargaining 
agreements. Accumulated amounts for • 
compensated absences are accrued when 
incurred. Such leave is liquidated in cash • • 

• primarily at the time of termination of 
employme~t. We estimpte that $28,637 is 
consi<;lered a short-term liability. The total, 

. $598,604 is shown as a liability on the . 
Statement of Plan Net Assets. The total , 
increased $28,306 during fiscal year 2003. 

/. 

G. Capital Ass.ets 
Capital assets are capitalized at the time of 
c;1cquisition at cost. Depreciation is computed 
on a straight-line method over the useful life of 

. the related assets. The estimated·u~eful lives by . 
major category are: computer ecj_~ipment ' 
(3 years), general office equipment (5 years) 

/ and modular office furniture (10 years). 

Capital assets are presented on the June 30, 
. 2003, Statement of Plan Net Asset_s. The 
year-end balance plus changes during the"year 
are: 

,June 30 June 30 
2003 2002 , Change 

Cost Value . $3,356,749 $3,17a,649 $ 178,lOQ 
Accumulated 

Depreciation 2,403,749 2,070,350 333,399 
Net Fixed Asset l-

Value $ _953,000 $1,108,299 $(155,299) 

H.· Administrative Expenses and 
Budget -

The annual budget of TRA operations is 
developed by TRA management apd approved 
by the Board of Trustees. The budget is also -
sent to the Minne.Sota Department of Finance 
fQr policy analysis and is included in the 
Governor's Biennial Budget presentation to the 
legislature . . The legislature adopts • 
appropriation and expenditure limitations 
resulting in an approved budget for the_ 
Association. 

TRA administrative costs are not financed 
- through any specific type of contribution or 
other income of the Fund. Administrative costs 
are budgeted in the annual determination of the 
necessary rate for total employee antl employer • 
contributions (page 64, line B3). · 

.., 
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,., . I . . Retairiage 
In accordance with ~innesota Statutes, TRA 
retains 10 percent of professiona'.Vtech~cal . 
billings from vendors u~til sticcess~ul 
completion of the contractual obligations. As 
of June 30, 2003, TRA has a long-terrri 
liability of $1,208,470 ·established to represent 
contractuai 1pyments reasonably expected to 
be paid upon successful completion of the 

.contract The schedule op. -page 33 details. the 
ret~inage helf_.. . . 

Or:i· June 30, 20Q2, the long-term liabil~ty of 
retaitlage was $825,308. The fiscal year 2003 
increase ~as $383,16_2. None of these 
retainag·e amounts are expected to be due in 
fiscal yefll" 2004, but all ru;e expected-to be paid 
during fiscal yea:r 2qq5. , • 

J. Cash • 
• Cash oil deposit.consists of'year-end receipts 
not processed as of the investment cutoff on . 

• June 30. TRA cash funds are held in the state 
treasury where th~y are commingled with other 
state funds ; Minnesota Statutes, section 9 .Q31, 
requires that deposits be secured by depository 
insurance and coilateral shall be in amounts 
sufficient to ensure that deposits do not exceed 

·. 90 percent of the sum of the insured amount . 
and the market value of the collateral. 
Throughout fiscal year 2003, the combined 
depository insuranGe and collateral w~s 
sufficie~t to meet legal requtre_ments and 
secure all TRA deposits. 

K. Accounts Receivable 
Amounts-classified as accounts receivabfe 
'consist primatjly of member and employer 
contributions received after the fiscal year end 
on salaries.earned prior to June 30, 2003 . . 
Under Minnesota Statutes, section 354.52, • 
subdivision 4, TRA employers must remit 
contributions at least monthly. 

ff-contributions are not remitted in' a timely -
manner, interest at a rate of 8.5 percent, 
c9mpaund~d anmially, is as_sessed. If 
contribl;ltions are not received within 60 days 

( . 

' 
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Financial · 

, 

of notification by TRA, the Commis~ioner of 
Finance is authorized to .deduct the balance due 
TRA from state aid~ 0r appropriatio~s due to 
that employer unit. · 

L. Improved Money Purchase ·(IMP) 
Some 'fRA rpembers first hired prior to July 1, 
1969, are eligible for the Improved Money 
Purchase (IMP) savings clause oJ Minnesota 
Statutes, s~ction 354.55, subdivision 17. 
Eligib1lity is limited to those teachers who did-

,· riot formally elect c\ specifie retireme_nt 
pro~ision by Jun~ 30, -1972. µnder the savings 
clause, eligible members obtain the higher of 
two benefit provisiol)s: 1) The High-Five 
Average Fo~ula d~scribed previously, or 2) an 
IMP_ annuity based on their a?cumulat~<i 
employee contributions plus compounded 
inter~~t an,d an employer match of 120 percent. 

Beginning with fiscal year 1999, significant 
. numbers of retiring members discovered that 
their IMP benefit was higher than the High"'"Five 
,A vera:g_e Formula benefit. This phenomenon 
occurred as strong annu,al investment returns 
during fue 1990s generated high interest rates 
• compounding on large employee contribution • 
balances accumulated after long teaching 
careers. -The effe<;t will·become less 

'pronounced in-peri_ods of low or negative 
investment performance. 

TRA has identified those members who are 
eligible- for toe IMP provision. For these 

1- members, the ~ctuarial valuation presented 
. esti~ates retirement ·benefit amounts under both · 
the IMP provision and the High-Five average 
salary formula. The liability presented for that 
member is the higher of the t\\o/o methods. 

As of June 30, 2003, approximately 800 active 
. members are eligible for the IMP provision. . 

Assuming IMP eligibility'remains ·limited to the 
existing, closed group of members, TRA 

- management believes the actuarial impact of the 
remaining IMP-eligible members will not 
adversely harm the overall financial in.tegrity of 
the fund. • 
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M. Earn.ings Limitation Savihgs 
Account (ELSA) • 
Teachers under age 65 who re~ume te~ching 
serv1.ce for a TRA-covered employer after 

' ret~ement are subject to an annual earnings 
limitation based on the cost-of-living'index used . 
by Social Security. • If a memqer earns more than 
the limitation, which changes each January 1, the 
an.Q.'uity payable during the following cale,ridar 
year will be offset one dollar for each two dollars 
earned in excess of the limitation. The calendar 
year 2002 limit was $11 ,280. 

The 2000 Legislature modified the way in 
which_ the _earning limits are handled. 
Prev~ously, any·pension be!lefits withheld due' 
to excess earnings reverted back to the _TRA 
Fund. ·under the new law, the pension offset 
amo'unts are redirected to a. separate savings 
account, cal~ed the Earnings Limitation-Savings 
Account (ELSA), and later distributed to the 
-r~tiree. At age 65 ?r one year after termi1:1ation 

• of teaching, whichever is later, the'retiree· 
receives a lump-sum paym~nt of the total offset 
amou_nt in their ELSA acoount. Six percent 
interest compounded annually _accrues on ELSA 
accounts; 

. As of June 30, . 2003, TRA had 686 retirees 
who had exceeded the earnings liinit_ation 
since the program's inception and had an 
ELSA account established. The total ·dollar . 
value of ELSA accounts totalled $3,764,954. 
Th~ total 4011ar amount of pension benefits 
withheld due to excess earnings. during fiscal 
year 2003 was $1,48~,708. ELSA a_ssets are 

- inves_ted in the TRA Active Fund until 
distribution. · Distributions of ELSA accsn;mts 
for 12 retirees occurred during fiscal -year 2003 
and totaled $20,429 and are included as a . -
deduction in the Statement of Changes in Plan · 
Net Assets as a component o~ Refu_nd of 

. Contiibutions to Members .-

N. Participating Pension .Plan 
All employees of theTeachers Retirement 
Association are covered by the defined benefit 
plan administered by TRA. All TRA 
employees· participate i:n the Coordinated Plan. -
TRA employees are eligible for the plan , 
p~ovisions described in Note I, ,_C. 

Minnesota Statutes Section 354.42 sets the rates 
for the employee and employer contributions. 
These statutes are established and amended by 

-the state legislature. As of June 30, 2003, 
Coordinated members are required to contribute 
5.0 percent of their annuai covered salary. 
Employer contribution rates matched th~ rates 
paid by the member of ?·0 percent for 
Coordinated members. Total covered payroll 
salaries for all TR.A employees during fiscal 
year 2003 was approximately $4.34 million. 
Total covered payroll salaries for the entire 
membership of TRA for fiscal year 2003 was 
·<:lppr6ximately $2 . .973 billion. · • 

Employer pension coptributions for TRA 
employees for the years ending June 30, 2003, 
2002 and 2001 were $224,845, $212,095 -and 
$189,137, respectively, equal to the required 

• ~ontributions for each year as set by _state statute. 

0. Ownership of Office Building -
The 1999 Legislature enacted authonzation 

-perrµitting TRA,·the Public Emp!oyees 
Retirement Association (PERA), and the 
Minn~sota State-Retirement System (MSRS) to . 
purchase land and construct a 130,000 square 
foot office building to-house the administrc;1tive 
offices .of_these _three state e~tities. O,wnership 
of the facility is pr9r_ated based on the amount 
of square footage each retirement system will , 
occupy in the building. TRA's ownership share 
is 40 __ percent. • The building is.located on 
_4.3 acres of laµd at 60 Empire Driv:e-in Saint 
Paur. . The land was purchased in 1999 fo~ 
$428,988, of which TRA's shar.e is $17J,166. 
TRA_has o~c.upied the 4th Fioor of the building 
since September 13, 2001. . 

In June 2000, tqe State of Minnesota, under the 
, authority of the Commissioner of Finance, issued 
.30-year revenue bonds totaling $29 millio~ to 
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pay for the 9onstruction of the facility. Each 
owner (retirement system) is responsible for 
principal and interest payments based on its 
ownership percentage. rhese bonds are ,backed 
by.the as;sets of th~ three retirement syitems, 

. excluding equity interest in the Minnesota Post
.Retirement Investm_ent Fund (MPRIF). • At fiscal 
_year end, TRA's,share of long-temibonds 
payable is $11,.221,000. The bond'payable 
decreased by $180,000 during the year. Interest 
expected to be paid over _the remaining term of 
the bonds is $11,403,183. 1n Figure 4:, TRA's 
share of the long-term bond repayment schedule 
including interest is summarized. • 

Figure 4 

-Schedule of Building Debt Service Payments 
June 30, 200~ 

Fiscal Total, Principal 
.. Year 

I Principal Interest • and Interest 

2004 $ 161,000 $ 647;810 1
' $ 808 810 ' 

' ' 
2005 $ 200,000 $ 637,598 $ 837,598 

. 2006 $ il0,000 . $ 626,'848 $ - 836,848 
2-007 $ ' 220;000 $ 615,560 $ 835,560 

·2008 $ 230,000 J 603,735 $ 833,735 ..... 
2009 $ ' 240,000 r $ 591,373 . $ 831,373 

·2010 $ 250,000 $ •• 578,473 $ 828,413 
2011 $ 270,000 $· 565,035 $ • 835,035 
2012 $ • 280,000 $ 550,455 $ ' 830,455 

. 2013 $ ~00,000 -$ 535,195 . • $ 835,195 
, 

2014 $ 310,000 $ 518,695 $ 828,69
1

5 
2015 $ 330,09·0 $ 501,490 $ : ·831,490· 
2016 $ 350;000/ $ 483,010 · $ 833,010 
20i'7 ' $ 370,000 $ 463,235 _$·' 833,235 
2_018 $ 390,000 $ • .442,-14~ $ . 832,145 
2019 $ 420 j000 . $ I 419,720 $ 839,720 

- 2020 · $ 440,000 ·_ $ 395,570 $ 835,570 
2021 $ 470,000 $ • 370,050 $ . . 840,050 . 
2022 • $ 500,000 . $ 342,438 $ 842,438 
2023 $ 530,000 $ 313,063 $ 843,063 
2024 $ 560,000 $ 281,925 • $ 841 ,925 
2025 $ . 600,000 $ • 249,025 $. 849,025 

$ • 630,000 • $ 
r 

$ • 843,775 2026 213,775 
2027 $ . 670,000 $ 176,763 $ , 846,763 
2028 $ , 720,000 $ 137,400 $ 857,400 
2029 $ .760·,.009 $ 94,200 •. $ 854,200 
2030 $ 810,000 $ 48,600 $ 858,600 

$ 11,221,000 $ 11,403,183 $ 2;,62AJ83 

I 

Financial 

TRA's share of bond issuance costs are shown 
on the Statement of Plan Net Assets as Deferred 
Bond C.~arges and will be _amortized over the 
30-year life of the qonds. 

I 

TRA is depreciating its share of the facility 
over 40 years.. The following d~preciation 
schedule (Figure 5) summarizes' the asset 

. valuation of the office buildini{ 

Figure 5 

Offic~ Building Depreciation Schedule 
I June 30, 2003 • 

Historicai Cost ' $11,793,250 
. FY 2003 Depredation Amount (295,009) 

Prior Year Accumulated 
.Depreciation 

Net Asset Value of Building 
(294,858) . 

$11 ,203,365 

, Ill. ~ontributions R~quired 
and Made 
Minnesota Statutes, Chapter 354· sets· the rates 
(page 64) for employee arid employer contribution~. 

•. These rates , expressed as ievel percentages of 
annual (?OVered payroll, are determined to 
accumulate ~ufficient assets for paying benefits. · 
Level percentage of payroll contribution rates are 
calculated using the entry age-normal actuarial 
funding method. TRA also use~ the lev~l 
_percentage of payroll -niethod to amortize. any 
unfunded liability over a closed perfod ·endjng 
June 30, 2020. Currently, no unfunde_d liability 
exists. 

Contributions totaling $305,507,658 ($155,577, 14? 
employee artd $r49,480,510 employer) were made 
in .accordance with the actuarially determined • 

-_contribution requirements. On page 64, _ 
contribt:tiorts are projected as sufficient tQ meet the 
required normal costs. 
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The sufficiency as a percent o~ covered payroll is , 
. 1.63 percent. Tp.1s translates into a contribution 
·sufficiency of about _$51.6 million projected for 
fiscal year 2004. The.Minnesota Legislative 

. 'Commission on Pen_sions and Retirement annually 
reviews the adequacy of TRA's statutory 
contributions. 

IV. Reserve Accounts 

A. Minnesota Post Retirement 
lnvest!llent Fund (_Post Ful)d) 

• For all retiring members, the reserve.s required 
to pay the cost of retirement benefits are 
transfen-ed from the TRA Fund-tq the Post 
Fund which is managed by SHI. Participation 
in the Post Fund is ·shown at the actuarially 
determined required reserves level ( cost basis) 
in accordance with Minnesota Statutes, section 
' llA.18, subdivi~ion 7. The cost basis • 

.. represents· the estimated present value of future 
benefit payments promised to all cun-ent TRA 
benefit recipie.nts. 

It includes a 6 percent assumed income · 
distribution and any mortality gains ·or losses as . 
determined by ari ·independent _actuary hired by 
the state legislature .. As of June 30, 2003, 
TRA' s share of the net assets of the Post Fund . -

is $9. 71 billi~n at cost an4 $7.41 billion at fail; 
-- value.' 

The Post Fund income available for distribution 
is determined using a post-retirement benefit 
increas~ formula based on total investment 
return rather than realized ea~ngs. 

This formula contains both an inflation ' 
adjustment and an investmept component . 
(pages 44~45). Annuitants and other 
individuals receiving benefits as q_f July.1, 
_2002, are eligible to receive th<:; full January 1, .
-2004, benefit increas~ shown in: Figure 6 .. . 

Figure 6 

Janu~ry 1, 2yo4 Be·nefit Increase 

Inflation-Bas~d Benefit'Increase 2.103% 
Investment-Based Benefit Increase 0.000% 

Total Benefit Increase 2.103% 

Benefit recipients whose effective date of 
retirement is after July 1, 2002, but before . 
_Jun~ 2, 2Q03, receive a prorated amount of the 
Janua~ 1, 2004 benefit increase. 

B. Member Reserves : 
Accumulated i:nember cont~butions, without 
interest, less the amounts refun~ed are recorded • 
in the member reserve. Accumulated member 
contributions for cun-ent retirees are transfen-ed 
to the Post Fund upon retirement. Employees 
~ ho terminate their employment p~ior to -

• retirement may elect to receive a refund .of their 
contributions plu~ interest or w~it f<?'r a de~en-ed 
benefit. 

• Amounts from :ELSA Accounts (~ote'II, M) are 
considered as a member reserve since these 
funds are reserved to specific retirees 
participating in ELSA. 

c.· Benefit Reserves 
Employer contributions and investment inc;ome 
are recorded in _the Benefit Reserve-Desigriation. 
Administrative expenses,_ survivor and disability 
benefits, investment management fees, and • 
interest paid to the Post Fund for late reserve. • • 
transfers are paid frnm the benefit reserve . .. 

/ 
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Required -S~pplem~ntal· Sch~dules 
-schedule of ._Employer Contributions (.Unaudited) 
Dollar Amounts in Thousands 

Actuarially Actual ' Actual Annual 
Year Required · Covered Employee Required Actual 

Ended Contrib. Rate . Payroll _ Contributions .C61'ltribution Employer Percentage 
,June30 (A) 

\ .. / • (B) .(C) [(A) x·(B)] - (C) Contributiori1l Con"tributed 

1994 12.75% $2,150,300 $100,803 $173,360 $171,855 99.13% 

... 1995 -14.73% 2,204,693 143,536 181,215 179,?72 · 99.15% 

.1996 14.30%, 2,268,390 • 148,051_ ,. 176,329 . 184,495 104.63% ' 

1997 12.78% 2-359,;0H ' 'I .. 154,161 147,321- 191,670 130.10% 

1998 9.55%<2) - 2,422,957 124,096 . 107,296 151,323 ' 141.03% 

1999 . 8.39%<2> 2,625,25'4 132,040 88,219 .;_. ·- 130,526 147.96% 

2000 8.36%<2> 2,704,575 138,696 87,406 134,419 153.79% 

2001 7.92%<2><3) • 2,812,000 145,075 . 77,635 13'9,799 180.07% 

2002 7.85%<2> 2,873,771 152,331 ,73,260 142,222 194.13% , 

2003 7.57%<2><4) 2,952,887 155,517 67,~57 149,481 - 219.96% 
2004 8.37% 

<1l Includes contributions from other sources (if applicable). 
<2l Actuarially Re~eived, Contribution Rate calculated according to the parameters of GASB 25 using .-.a 30-year . 

amortization of the negative unfunded accrued liability. • . 
m .Actuarially Required Contribution Rate prior to change in Actuarial Assumptions and Asset" Valuation Method is 7 .31 % . • 
<
4l Actuarially Required Contribution Rate prior to change in Ac_tuarial Assumptions·is 8.11 % 

Schedule of Funding Progre~s. (UnaudiJed) . 
DollarAmounts in Thousands 

Actuarial Actual- UAAL 
-Actuarial Accrued Unfunded Covered as Percentage_ 

·_Actuariat Value Liability . AAL Funded Payroll of Covered 
Valuation of Assets (AAL). (UAAL) - , .Ratio (Previous FY) P.ayroll 
·Date , (A) (B) • (B -A) • _(A I B) . (C) (B - A)/ (C) 

• 07/0i/94 $ 7,,611,936 $ 9,_115,266 • $1,503,330 • 83.51 % · $2,150,300 69.91% 
'' 

07/01/95 8,348)24 '9,717,623 . 1,369,499 85.91 % 2,204,693 62.12% 

07/01/96 . 9,541,221 - 10,366,168 824,947 92.04%. 2,268;3~0 36.37% :, . -
07/01197 11,103,759 • 10,963.,637 . \ (140,122) • 101.28% • 2,359,011 • -5.94% 

07/01/98 , 12,727,546 12,046,312 .(681,234) 105.66% • 2,422,957 -28.12% 

07/01/99 •• 14,0t 1,247 13,259,569 (751,678) 105.67% 2,625,254 -28.{>3% 

07/01/00 • 15,573,151 14,802,441 (770,710) I 105.21 % 2,704,575 - -28:50% 
' ' 

07/0V0l 16,834,024 15,~03,984. (93.0,040)" 105.85% 2,8i2,000 -33 .. 07% 
' . ~. 

· 07/01/02 . 17,378,994 16,503,099 (875,895) ~ 105.31 % 2,873,_771 -J0.48% . 

07/01/03 17,384,179 16,856,379 (527_,800) 1,0) . .13% 2,952,887 -17.87% . 

-, 
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Teachers Retirement As·sociation 
Notes to the Requ_ired SlJpplemental Schedules (Unaudited) 
June 3P, 2003 . 

Schedule of Fundi{lg Progress 
The actuary for the Legislative Commission on Pensions 

. and Retirement conducts a study every four years to 
deteimine'the accuracy of the economic and 
demographic assumptions used for long,,.term TRA 
funding objectives. If actual .actuarial experiences are 
less favorable than assumed by the actuary, the 
differen~e is added to unfunded accrued liabilities. Each • 
time a new benefit is added that ?pplies 'to service 
already rendered; an additional unfurided accrued 
liability -is created. Minnesota Statutes, Chapter 356.215 
requires that all unfunded accrued liabilities be fo1anced 
systematically over a closed period epding 
June 30, 2020. 

.As of June 30, 2003, ,TRA is fylly funded from an 
actuarial standpoint and reports a sufficiency. If an 
unfunded accrued liability resulted in the future from 
benefit improvements a.nd/or unfavorable actuadal 
experience, the outstanding balance would be amortized 
over a· closed p~riod ~nding June 30, 2020. • 

I • ' . I 

Actuarial Assumptions . and 
Method -

1. · Funding Method 

The Entry Age Normal actuarial cost method ~f 
valuation is used in determining benefit liabilities • 
and normal cost. As of June 30, 2003, the actuarial 

: value of the phm assets exceeds the actuarially 
accrued liability (page 62', line B.3}. The actuarial 
funding method reflects a 30-year amortization· -
credit of this surplus .. If an unfunded actuarially 
accru_ed liability existed: the deficit would be 
amortized on a level pyrcentage .of projected 
payroll. • • 

2. Asset Valuation Method 

• Poi actuarial purposes, Minnesota Statutes; 
'Chapter 356.215 requires valuation of ~11 investment 
secudties using a market-based .smoothing method • • 
over five years. 

3. Actuarial Assumptions· 

. Significant actuarial assumptions ·employed by the 
qctuary for f~nding purpo~es: • 

■ Recent valuation dat~: 'July 1, 2003 . 

■ Investme.nt return - 8.5 perc~nt. 

• ■ Inflation rate - 5 percent. 

■ · Salary increases -An inflation factor of · 
5 percent, plus a merit factor ranging from 
0.25 percent to 2.25 -percent, dec~ng ~s the . 
member ages. 

■ ~enefit increases after retirement - Payment of 
earnings on retired reserves in excess of 6 percent 
arrd an inflation guarantee up tq 2.5 percent of the 
Consumer ~rice Index (CPI-W). 

■ Amortization Period: Closed Period f:nding · 
, June 30, 2020 (not ~urrel).tly applicable). 

. 
■ Amortization Method: Level Percent of . 

· Projected Payroll (not currently applicable) . . 

Additional actuarial assumptions are hsted on 
pages,52-54. 
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Personal Services 
Salaries ........................ :: ..................... .'._. .· .. .............. ; ........ • ...... , ... ; .... ......... '. .......... : .......... $ 
• Employer Contributions to Teachers Retirement Association ................................... . 
Employer Contributions to Social Security ................. : ... :.: ....... ; ..... : .......................... . 
Insurance Contrioutions ....................................... :.~ ....... : .... : ............ .. ... ... '. .......... ......... . 
Subtotal ............. ; ..... : .......... : ................ : ..................... , ............................ : ...... : ........ .-.. : .. $ 

: P~of essional Services 
Actuarial Services. ...... , ... · ...... : ........................ · ............ .': ................. : . .-.: ........ : ....... : ........ ... ~ .. $. 
Audit Fees · ............... : ........ :; ._. ..... : ..... : .......................... :._. .. • ................ .... : .. :· . .-.. ... : .... : .......... . 
Computer Support Services · ........... -. ......... ' ....... :; ..... : . ..:: ....... , ...... • ............... • ....... _ ............... •. 
Legal Fee-s .. : ..................... : ............ : ..................... : ............. : ......... .......... : ..................... . 
Management Consultant Services ........ : .... ........ , .. ...... ...... .. ... ............ ..... ·······~·······: ...... . 
Medical Services ............ : ..... .-;: ......................... _._ .. :· .................. • ...... ~ .................... .-.. , ...... . 

-Systems Dev~lopment (FROST}.; ............. ': ........ :.: ........... ;~ ............. ; ........... , ............ : .. _ 
Subtotal ........ · .... , ... • .... / ............... :.; ........... ~ .... , .. : ............... , ... ·.:··· .. ···· ... : ........ , ............... :. $ 

Conimqnication 

4,3.37,978 
. 224,845 . · 
321,431 · • 
757,735 •• 

5,641,989 • 

116,474, 
37,769-

524,502 
82,284 

2<,2,146 
41,686 

• 3~533,053 
4,597;914 

Duplic.ating -and Printing Expense : ..... '. ... : ............. :.; ...... : .... : .......... .............. : ..... , .. ,.:.~ .... $ • 88,686 
Postage .... :, .. : ... • ......................... : ....... : ........ :: ...... .-.. : ................... : .. :: ......... ....... ,.............. 333,077 
Telephone ..... :-................ , ............... ......... : .. : .. -.: ....... : ..... :: .: .............. : ...... ; ....... :............... • 62,935 
Subtotal ..... :·.·.·, ........... ........... : .. .. _ ............ : ............... .': ........... .. : .... • .. ·.: .......... _. ..................... $ 484,698_ 

Office Building M~intenance . . . . _ 
,L~as·e of Office and Storage Space ........ : ..... .... : ... : .... .' .... ..................... :_. ... ~ .... : ..... :: .... , .... $ 
B\}ilding and Operating Expenses .. :: .. ... .. .. '. ......... ................... ;.: ....... ~··························· : . 
Rental of Office l\1achines/Furnishings .: ........... : ....... ~·: ......... : ..... _. ....... ~. • .......... .,. .... : .... . 

::ri:~g~:;e~~:~::~~~.:::::::::::::::::::::::::::•::::::::::::::::::::::::::::::::::::::::·:::::::::::::::::::::::: 
Deferred Bond Charge. Amortiz~tion·:···········: ········· :······························:····· '···· :······ .' .. 
Bond Interest.Expense ...... : ........... .' .. ·: ............. :. ; ............. ........ _. ................................. .-... 
Subtotal ..... , ............ · ... . : .. : ..... ................... : ........... : .......... : .................. ......... • .......... ......... ,$ 

Other Operating ~xpenses , . . 
!Departm_ent Head expens-es .............. : ..... : ..................... .' .......... .. : ... :, .. ....... : ... , ........... ; .... $. 
Depreciati9Ii of Office ·Furniture and Equipment. :~ ..... : .... '. .......... :· ...... ~ ....................... . 
Dues and Subscriptions_.•·········· : ............. : .................... ~···~· ·.' .................. , ................ : . .: ···· 
Employee Training .... ...... ... ........ .......... • ................... .. .. ..... : .................... : ....................... .. 
Insurance Expense ...... . '. .. : .... .. .............. .-............. : .......... : ........... .': .... · ......... ........ • ............. . 

. Miscellaneous Administrative Expenses ........... • ......... : .. , ...... : ....................... • ........... -.. .-
Office Relocation· ................................... : ......... .- ...... -..... · ... ..................... : .................... : .. . 
State Indi~ect Costs : ........... ... ~ .......... :: ... .-.. ' .............. ;·· .. ·: ····:··-·· .. ········ ... : ...... , .............. . 

• Stationery and Office Supplies _.· ...................................... .......... :.:· ............................... .. 
Trayel"" Director and Staff ....... ...... .......... ...................... : ......... : .. · .. .... . -........ · .. :.: ............. -
Travel - Trustees · ... ~ ........... .-................................. : ..................... : ............ ..................... .. 

:oo~~e~s~b:~:f:~:~~:r·~·:::::~·:·::::~:::·::::'.:::::::·::::::~::::~ ~:::::: ~:::::::::::::'.::::::::::::::::::::~:::.:::::: -

5,998 
~04,442 . 
. 46,421 
148,936 -
295,009 . 

5,030 
656,679 

1,66~,515-

1,498 -
. 333,398 

7,307 
_ 21,105 • 

7,569' · 
1,522 

16,611 
98,531. 

221,789 
., 37,719 I 

20,426 
, 1,373 
· 1,938 

• Loss on Disposal of Equipment· ................................ : ...... : .......... , ............. : ............ · ....... • 446 
. Subtotal .. ~ ........................ : ... ··· \·· .. ···· .......... _. ........................... : .. ·· ·· .... ·.i ....... : ... , ••• ;.; ...... $ 77-1,232 

Total Administrative Expenses ....... :.-.... ..................... : .. , ............. ~ .... :.~.: .... ........ : .......... ; ... $ .13,158,348 
- • • • • • ' ,I • 
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Teachers Retirement Fund - • 
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Schedule of Changes .i.n -Plan .. ~f;!t Assets 
. \ ., . 

I -

-For Fiscal Year Er:ided June 30, 2003· • 

./ 

) 

Additions 
Contributions: 

Member · 

Member Contributions ..... .................. , .... .-.... : ...................... $ 154;949,117 
Employer Contributions; .. _ ........... ; ... _ ... ,.· .......... • ... :................ o • 

,.. • Earnings LimitatioQ _Saving·s Account (ELSA) · ................. , 1,489,797 
Total Contributions: .......... : .......... : ... : ........... ~ .......................... '.:. 156,438,824 
Investment Income: 

Net Appr~ciatioii in ~MV ......... • ........ :'. .. ............ :: ............... . 
Interest .. ; .. : ....... • ... .-... '..' ......... '. .......... ~ .................................... . 

Dividends .... ~··················'.············· ................ : .................. .. 
Nyt Gain on Sales of Pools .............................. : .............. .. 

.• ·o 
·O· 

- ' 0 
0 

, Distributelincome from MPRI Fund' .... ·.: .... ,.................... 0 • 
. - . • . ,• 

. Investment Management Fees ......... '..! ••••••••••• ! ............... ;.... 0 
. Net Investment Income (Loss) .... _. .... : ............ '; ....... .: ........ :, .. : ... ~.... 0 
From Securities L~nding Activities: • 

Securities Lending Income ... : ..... _ .... .- ................... '. ...... :....... 0 
Securities Le~ding Borrower Rebates · ... : ..................... .'..... . 0 
Securities Lending Management Fees . , ... ; . . . . . . . . . . . . . . . . . . . .. . . . • , 0 

Net Income from Securities Lending ..... : .. · .... .._ ............................. : 0 

Other Inco~e ... _. ., ... ::• .......... -..................... · .......... ! ............. ;.. 0 , 
Total Addition~ (Subtractions) .... : ............................... $ ' 156,438,824 • 

• Deductions 
B·enefit~ Paid ................................. ~ .................................. • .. -.: ...... : ·$ 0 
Earnings Limitation SavingsAccount (l~LSA) ..... : ........ .' .... :..... 0 
Refunds of Member Contdbutions-.-....... : ..... : ...... :... ..................... -6,152,758 
Administrative EX.pepses : .................. · ......................... '. ... : ........ r... , Q 
Interest Paid Post Fund.: ................................. , .... : .. : ........... : ..... •. 0 

Total Expenses .... : .. _.: ....... : ........................... : .. _ .. :: ..... ; ...... $ 6,152,758 

Net Inci eas·e (De.crease) .... _ .... _ ......... .' ....................... :: .. ··:· .... :.:: ...... · $ : 150,286,066 

Other Changes iri Reserves 
Annuities Awarded ....................................... .-.... ~ ...... _:· ................. $ (74,807,996) ' 
other Transfers ....... .' ............... / ..... ·.-....... u ..... · ... : ...... :.;................. 2;3_27,285 

Ch~nge in Assumptions ...... .- ....... ·~.: ...................... '. ....... _ ..... _.......... • 0 
Mortality Loss (Gain) ' .......... : .......................... ,.: .. • ... : .. _ .... :.-.. ,....... , 0 . 

'Total Other Changes_:.: .............. : ....... '. ............. ., ........... :. $ (72,480,711) 

Net Assets Held in Trust for Pe.nsion Benefits 

Beginning of Year ...... .................. ~ ....... .-.................................... 1,483,2Zl3,047 
Erid of Year ... : ............................. : ... ~ .......... :-: ........ : ...... ~: ......... : ..... $1;561,048,402 • 

• • ~ . 

The accompanying noteS'',lfe an integral part of this statement. 

.1 
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R~serv~s for 2003 

Post 
Fund 

· ---...__ 

,· , $ ' 0 

0 
0 
0 

.• (451,005,177) 
O · 
0 

I 0 
630,989,514 
(10,932,250) 

• 169,052,087 

11,980,402 

(7,881,864) 
"(1,035,905) 

3,059,633 

0 
$ • 172,111,720 

$ 964,450,404 
~ ~1,489,707 

Q 
0 . -

0 
-• $ '965,940,111 

} (7_93,828,391) 

· $ 515,896,465 
- -o 

0 ' 

• ·(14,930,251) 
• $ • .500,966,214 

7,700,083,713 
$ 7,40],221,536 · 

Benefit 
) 

$ 628,030 
149;480,510 

'. 0 

_ 150,108,540 

- 375,027,641 
- 104,606:428 

8,947,910 
(361,924,194) 

0 -

(8,025,900) 
118,631,885 

8,957,223 
(5,813,_431) 

"(802,324) 
2,341_,468 

2,927,201 _ 

$ 274,009,094 
~ 

$ 12,526,505 . 
.0 

• .503,432 

13,158,347" 
434,196 

'.$ 26,622,480 

$ · 247,386,614 

$ (44t08~.,469) 
(2,327,285) 

0 
i4·,930,251 

$, _ (428,485,503) 

4,814,435,414 
$ 4,6'33,3.36,525 -

Total 
• June .30, 2003 
, , 

$ . .155,577,147 
149,480,510 • -

1,489,707 -
~ 

306,_~4 7,364 

- (75,977,535) , 

104,609,428 
8,947,910-

- (361,924,194) 

I • 
630,989 ,5.14 

• -(18,958,150) 

287 ,6~3,973 

20,937,625 
- (13,698~295) 

, (1,838,229) 

.5,401_,101 

. 2,927,201 
, _ . . $ -• - 602,559,639 _ 

$ ·976,976,909 
"-- 1,489,707 

6,656,191 
13,158,347 

, • I _,_: 434,196 

$ 998,715,350 , 

$ (396, 155,71J) 

$ o· 
0 
0 

/ 
0 

$ .. 0 

13,997';762,174 
$ i3,601,606,463 _ 

. \ -

- -
Financial - • 
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Financial 

Schedule of 1n·vestmen~ • Ma·~agement l;-xpens_es 
Forthe Fiscal Year Ended .June.30, 2003 

~ 

Investment Pool Managers 
Minnesota State Board of Investment: Internal Operation,s' ........... : ..... :.: 
Financial Control Systems .......... : ......................... : ... _ ......... ; ........... _. ....... . 
Pens.ion ~onsulting .. . .-..... -.......... ; ~ ........... : ............................ · ... : ......... , ..... _.. 

Richard's & Tierney ................ : ..................... u••·················· :·:·········~········ 
Equjty Pool Managers ................... , .. _.._. ................. _. .............. ~ ................... . 
_Bond Pool Managers .. · ........................................... :: ................ ........ • ....... : 

I MPRIF Managers (Post Fund) ........... • ....................... _ ..... _ ... _._ ................. 1 ... . 

Total Inv':stment Expenses ... : ... ' ..... .' ...... ·.:: ······················ : ...................... , .... . 

$ ., 339;776 
•• • 46,015 

·7,488 
55,225 

6,229,~69 
1,347,727 

· · 10,932,250 

$18,958,150 

Schedule of Professh:>nal -Consultant .Exp.enses 
' \ ' 

. Forthe_Fiscal year Ended Jun~ 30, 2003 

MIS Programmers/ Analysts · 
BearingPoint ...................... • ......................... : ......... : ... : ........ : ................ -....... $ 
Comp~ter Horizons .: ....................... ·.~·· ··-:o··············· ... ················ --· ················ . 
IBM -.- ...................................... ; ........................... ; ............................ :· .. . 
~eystone ...... ~ .. ;; > .................... • ..... ~ ............... • .............. _. ............................ . 
Syscom .: .............. : .. , ... : ............. ...... _ ..... ......... .. ............. :.:·: ·: .. -.................. . 

3,533,053 
, 225,144 
, 4,516 -
197,760_ 

4,930 
• · Total MJS Pwgr-~ers(Analysts Expenses .. • ... • ..... _ ..... _.,.; .. _. ... • .... _ ........ ' $ 3 ,,965 ,403 

Management ~ . • 
MN Department.of Administration .......................... :~~ ........... : ... : .......... •... $ 

• Maxi~us ·······~··········:·························~··· ;·········:· :····························· ········· 
• ·Seg_al Company ........................ : ........... : ................................................. . 
• Total Management Expenses .-........................... ~ .............. : .... ; ...... -. . .. $ 

Actuarial . 
-Buck Con~ultants . ..... • ........... ... _ ...... • ..... : ........ .......... ~ ... : ........ :'. .......... : ........... . $ 
·Milliman USA (L~PR) ... ,. ., ... : .. ............. ... ....... .... , .... _. ...... :_. ............... ,.: ..... . 

Total Actuarial ~xpenses ............... ~ ........ .' ............. _ ............... : ...... _. .... . $ 
Legal 

Attorney General ................. ........ _. .. : ..................... _ ............. : .............. : ....... . $· 
Groom Law Firm ........................ : ............ ; ......... -............................ .... .. : .. • 

Total Legal Expenses ....... .......... .. ~. ; .. ... : .. : .......... : ...................... : ...... • $, 
Audit 

~:;}:ti~~0

iucfii~/ :: : : : : : : : : : : :·::: :: : : : :: : : : :.:: :\:: :: : : : : : : : : : : : : : : : : : : : : : :'.::::: :: : :: : : : : :; : :: 
Pension Benefit Information .· ... ~ .... : .................. i·· ······· .' .......... ................... '. 

$ 

Total Audit Expfnses ..... : ..................... ., ... .' .... ... ··········:················.······ .. $ 
Medical . ' 

Medical. Evaluations . .-............ , ..... ' ......................... ; ..... ·: ......... .'. ._· ................ • $ 
MN n ·ep"artlhent of Health ............................ : ...................... ~ ................. . 

. Total Medical Exp~nse.s ··· :: ··········~·······.··························· :_ .. '. .. :, ......... . $ 

1,372 
213,250 

52,000 
26(5.,622 

,8_8,781 
27,693 

116,474 

28,542 
49,750 
78,292 

·1,2~3 
33,437 

3,089 -
37,769 

12,550 
28,211 
40,761 

Total Consultant Expe!1se~-... _. .......... ·~_. ..... ; ...... _. ......... : ...................... ·:······· ,···· $ 4,505,321 
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Statement_ of· .R.etainage Paya~le 
· AsofJune30,2003 

1)1ellon 
Hum_an 

Veridor . Resources BearingPoint 

Balance as of 07 /01/02 $ $ 757,479 

Retained 07 i0l/02-0(5/30/03 7;875 295,407 

• ·Paid 07/01/02-06/30/03 

Accrued 06/30/03 656 57,899 

Balance as of06/30/03 $ 8,531 
' i 

' $1,110,785 

~ 

Financial 35 
. ..... • . 

• Maximus '. Total 

$ . 67,829 $ , 82~,308 
-

19,118 322,400 I 

2,207 . 60,762 

$ 89,154· $1~208,470 
-

. ' 

)> 



36 

<:C
CC 
t-

Financial 

This page intentionally left blank. 

' 

- ; ' 



f" 

-·n 

·r 
r l 
r -
r ,·. 

f I 

T !

I I 

• I I 
. I 

. I 

I 
I ~ 

I 

I 

L 

_l 

LJ. 

~ . , 

.LJ· 

L 

·lJ 

., 

Te a Che r,s Retire m .e n t Ass QC i a~ i On· 6 f Minne s Ota 

........ R,~ 

. / , . 

-·1 nve st m e·n t·s-· :. -

In v ·e s t--m e··n ts·. 

lhvestm_en-t .s 

-
. I Investments 

--:-

- .lnve ·stments 

-Investments 
-

\ 

-



38 Investments . \ . • . 

State Board of .lrJvestnient .Letfer 
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Board Members: 
' , 

Governor '. 
Tim Pawlenty 

State Auditor 
Pat Anderson Awada 

Secretary of State 
Mary Kiffmeyer 

,.. Attorney _General 
Mike Hatch 

Executive Director: 

Howard J. Bicker 

' . • • '60 Empire Drive 
Suite 3'55 

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

FAX (651) 296-9572 
- E-mai_l: 

minn.sbi@state.mn.us 
w;.,w.sbi.state.mn.us 

' • 
An Equal Opportunity 

Employer 
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Investment Report: State Board of Investment 
·, 

'\ 

-INVESTMENT AUTHOIUTY 
, . -
The assets ·of the Teacher Retirement Association are invested ·along with-the . . . I , . . 
assets of the Public Employees Retirement Association and -the Minnesota • 
State Retirement _System under the direction and authority of the State Board 
of Investment in accordance .with Minnesota Statutes, Chapters 1 lA and 
356A. The SBI includes Minnesota's governor, auditor, secretary .of state and 
attorney general. The Legislature has established ,a 17 member Investment . 
Advisory . Council to . advise the SBI and • its staff on investment-related 
matters. TRA's executive director is a member-of the Council. 

INVESTMENT :t_OLICY 

InvestJ,nent policy stipulates that the SBI will operate within standard 
investment practices • of the prudent person. Th~ SBI .· will exercise the 

-·judgment , and care, un4er prevailing circumstances, which persons of -
- prudenc~~ discretion and intellfgetice exercise in the ma)lagement of their own 

affairs. This work is no( for speculation, but for investment, considering the 
probable safety of their capital; as · well as the probable income to be derived • 
from this activity {Minnesota Statute~, se9ti<:m 1 lA.09). The SBI is authorized 

. to own government obligations, · co:ope'rafe obligations, -various short-term 
obligations, corporate stocks, venture capital interests, mutual funds, resource 
i~v~stments ~d real -estate interests subject to specific .boundaries (Minnesota 

• statutes, Section 1 lA.24). , Particularly, p·ension-furid assets are to be 
invested · for the exclusive benefit of the fund members (Minnesota ' Statutes, 
Sectton 356.001, subd. 1). 

INVESTI\1,ENT OBJECTIVES· 
' ' / 

-Pension-fund assets are managed and accounted for separately in tlit! SBI's 
• Basic Funds and the Post Retirement Investment Fund . . The SBI reviews the 
perfonnan~e of all-the assets in each fund· and as_ two funds combined. 

TRA's pension contributions from employees and employe~s ·are in_yested in 
• the SBI's Basic Funds. TRA does npt own any underlying assets, but instead 
• owns a share of the asset class pools of the Basic , Funds. Since these assets 

normally accumulate m the Basic Funds for thirty or more · years, , SBI' s 
objective is to take advantage of the long investment time· horizon ·offered by 
public and p~ivate investments in order to meet its actuarial return target of 8.5 
percenj annually and . ensure that sufficient funds are availabl~ to fii:iance 
p·romised benefits at the time of retirement. 

• \ 

I 
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When a meinber. retires, TRA transfers· assets on behalf of the member to the 
Minnesota. Post Retirement Investment Fuhd (MPRIF). The, assets o{ the 
MPRIF~ which tnciude the eight plans that participa~e in the Basic Fund and 
the Legislative and Surviyors' .Retirement Fund, finance _ monthly annuity 
payments paid to retirees. _Monies in the __ MPRIF are .generally invested 
somewhat ·more conservatively, but still heavily in equiti_es; to take advantage 
of the . 1-5-year' to 20-.year time horizon associated with the length of time a 
typical retiree can be expected to dtaw benefits; The _actuarial return target for 

. • • the MPRIF is 6 percent. 

COMBINED FUNDS- · 
- .., 

The combined funds, while not existing under statute, represent the assets of 
- the active and --retirecj public employees who participate in the defined benefit 

plans of TRA, .PERA, and M.SRS: The SBi looks _at the combined funds for 
comparison purposes only, sinc·e most public pension plans do pot ·separate the 

. assets of their active· employees ~d retirees: The_ long-term objectives of the · 
combined funds are to: • 

/ 

, • . Provide returns • that ar~· 3 to 5 percentage · points . greater than. 
·inflation _over the latest.20"'.year period; 

• Outperform a composite mJU'ket -index weighted in a manner that . 
refl_ects the actual asset mix of the combined funds over the latest 
10-year period. 

As or'June 30, 2003, the c~mbined funds returned 7.2 percentage points ,.,above 
• the Consumer Price Index ·oyer th~ _ last 20 years and -outperformed the 

Composite Index by 0, l percentage points' over the past ten ye~s. • • 
. . . \ 

I 

INVESTMENT ,PRESENTATION 

Data reported in the ·investment section of this comprehensive annual financial · 
• • report is presented in • conformance with the presentation : standards_ of the 

. Asso_ciation_ for Investment Management and Research., Investment returns 
were - prepared using -a time-weighted rate_ of ~eturn methodology -in 
accordance with those standards. , • • ~ -

•. Respectfully submitted, . 

· ·~ . 

'Howard Bicker • 
• E~ecutive Director 

, "\ 
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lnyest~e.nt Summary 
_ prepared by TRA manage·ment with data obtai"ned from the State Board of Investment's 
Fis.calYe.ar 2003 Annual Report 

The assets of the Minnesota Teachers Retirement 
Association (TRA) are invested tinder the dn;ectibn and • . 

The Legislature has established a 17-member Investment 
Advisory Council (IAC) to advise SBI and its staff on 

- authority of the. State Board of Investment (SBI). The 
investment portfolio for the active members of TRA has a 

• inv'estment-related'rnatters . . 

■ SBI appoints ten members experienced in finance 
• fair value of approximately· $6.2 billion. In adqi~ion, 
• TRA' s share of the assets of the Minnesota Post 
Retirement Inv~stment Fund (Post Fmid), from which 

• - , • I 

· retiree benefits are paid, 'is· approximately $7.4 billion, at 

• ~nd fovestment. These members traditionally have 
come from th~ Minneapolis 'and Saint Paul -
corporate investment community. 

fair value. • 

The foµr-me~ber SBI Board ~orisists of Governor Tim · 
,Pawlenty (Chair): Secretary of State Mary Kiffmeyer, 
Attorney General iv:l;ich~el Hatch, and State Auditor, Pat 

■ The Commissioner of Finance and the executive 
directors of TRA, the Minnesota State Retirement 
System and_ the Public Employees Retirement 
Asso.~iatio~ £lfe pe~ma:nent !Ilembers of the Council. 

Awada. Howard Bicker serves as SB.I's Exe,cuti.ve 
Director . 

■ - Two active employee representatives.and one :i;etiree_ 
rep~esentative are appointed to the Council by the ·· 
Governor. 

Frank Ahrens, II 
MN Department of PubJic Safety 
Governor's Appointee 
Active Employee Representative 

_ Gary Austin 
Executive Director 
T~achers Ret~ement Association 

-Dav:id Bergstrom • _ 
Exec~tlve Director • 

. MN State Retirement System 

John E. Bohan, Retired 
Vice Pres. : Pension Inv~stme~ts • 
Grand Metropolitan-PillsbYry 

• ' I 

Kerry Brick 
-• Pension Investment Officer 

Cargill, Inc. • ' 

Douglas Gorenc~ 
Chief Investment Officer 
u of M Foundation Investment 

Advisors 

Inves_tment Advisory ~~un~il 
As ofJune.2003 • 

Dan Mc~lroy 
. Commissioner · . . 
MN Department of Finance 

.Ke_nneth F. Gudorf 
Chief Executive Offiqer 
fi-g,io Capit,al Partners 

• Heather Johnston 
- MN Department of Finance 
. Qovemor' s_Appointee 
Active Employee Represen~ativ~ 

P ..Jay Kiedrowski 
Executive Vice President 

• Wells Fargo & Co. 

Judge Ke~neth Maas _ 
Governor's Appointee 
_Ret~ee ,Representative 

Jpdith W. Mares 
Finan~ial Consultant 
Mares Financial Consulting, Inc. 

Malcolm w. ~~Donal cl** 
. Director and Corporate Secretary, 

Retired 
Grand Metropolitan _- Pi~lsbury 

Gary R. Norstrem,' Retired · 
Treasurer · 
City of Saint Paul 

• • I 

_. Daralyn Peifer • 
. ~ Chief Investment Officer 

General Mills; Inc. 

Michael Troutman* , . • 
Vice_ President, Inyestme;nts -
·Board ~f Pensions Evangelical 

Lutheran Church in America 

Mary Vanek 
Executive Director 
Public Employees Retirement Ass11 

,,. * Chair 
** Vice-Chair 

Richards & Tierney~ Inc. of Chicago are.genera:! consultants to SBI. Pension Consulting AJ.liance of Studio 
- City, California, s~rves as a special project consultant. Investment perfo~ance meth,odology is reported in 

compliance with the mandatory requirements of the Associationfor Inyestment Management and Research • 
(AIMR). All investments made by S~I are governed by the prudent person rule and other standards codified 
in Minnesota Statutes, Chapters 1 lA and 356A. ' 

' / 
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Th~ Council has formed three committees-organized 
around brnad investment subj_ects relevant,to SBI_' s 
!fecision-making: Asset All~cation, 5-_tock and Bond 
Managers .and Alterrtative lnyestments: 

AU proposed investment policies are reviewed by the · 
appropri<;tt~ Committee and the full Council before they 
are presented to SBI for ~ction. 

-· ' 

Basic Retirement Funds 
lnv_es~men·t Objectives 

The pension co;11tribuiio~s of active TRA r_nembers·are 
invested through the Basic Retirement Funds (Basic 

• .·Funds) administered by SBI. SBlhas ·one overriding 
responsibility with respect to_ its management of the 
Basic Funds: to ensure that sufficient funds ru;e , 

. available to finance promised benef~ts at the time of 
retirement. AH assets in the Ba.sic Retirement Funds, 
inctuding TRA, are man,age'd externally by outside 
money management firms retained by contract: 

• I • 

The Basic Fu·nds inyest the pension contributions of 
most Minne·sota publ_ic employees, including TRA 
members, during their working years. Employee and 
employer con'trj"l;mtion rates are sp·ecified in state law as · 

• .a percentage·of an employee's salary. The rates are set 

_In vestments 

Asset.Allocation 
., -

The allocation of ·assets amonKstocks, bqnds, ·and : 
. alternative investments can .have a dramatic impact on 

- investl_!lent results. In fact, asse~ allocation decisions 
oyeq,vhelm the impact of individual se·curity selection 
within a total portfolio. ·co"nsequently, SBI has focused, 
considerable attention on the ·selection of an approprhte 

. long-te_rm asset allocation policy for the Basic Fu~ds. 
No signific_ant changes· Were made during fiscal year 
2003. The following table sh?ws t};le actual: asset tjiix of 
the Basic Funds ·at the end of fiscal year 2003. • 

Basic Fuliils Asset Mix 
June ~0, 2003 , 

Actual Mi~ Policy Mix 

Domestic Stocks 47.7% J5.0% 

Intetnationai Stocks 14.4% ' 15.0% 

Bonds 23.5% • 24.0% 

Alternative Assets · 13.9% ,. "i5.0% ' 

Unallocated Cash 0.5% l.0_% . 
, - .-- ---

Total / l 00.0% 100.0% 
---

Total . Return -Vehicl«;!S. 

so that contribiitions plus expect~d investment ~a:riings • SBI inv:e s_ts the majority of the B'1;sic.- Funds
1

1 as.sets in 
will cover the project~d cost of promised pension common stocks (both do~estic and intef!_lational). A 
benefits. In order to meet these projected pension co_§ts, large allocation is consistent with the investment time 
the Basic Funds must generate ii;ivestment returns ofat • • horizon of the Basic Funds and the advaµtageous long-
least 8'.5 p~rcent on an anilqalized b~sis over time. • ' tenn risk-return characteristics of co~on stocks. 

Normally; pension assets will accumulate in the Basic • • 
Funds ~or thirty to forty years during an employee' s 
years of active servic_e. This provides the_ Basic Funds 

. ,¥._'i~h a long· investment time horizon arid permits ~BJ to 
take advantage of long run return opport1;1nities offered 
by common stocks and other equity investments in orqer 

. - , . -- ' ' 

to meet its actu~al return target. 

SBI measure~ the·perfonnance·of the Basic Funds 
-. relative to a composite of market indices that_is 

weigliteci in a manner that reflects their long...:ieim asset 
' alloc~tion' policy. The Basic Funds are qpec.ted to 

exce~d the composite index ovet_a ten-year period. 
Performance is measured net of' all fees and costs fo 
assure that SBI' s focus is on its true net return: 

Including international stocks in the asset mix allow.s 
SBI to diversify its hold_ings across world markets and 
offers the opportunity to enhance-returns and reduce the 
risk/volatility of the total·portfol_i_o. The rationale • • . 
underlying the inclusio_n of.private eq,uity alternative 
assets ( e.g.! venture capital)_ is similar.. • 

SBI recognizes that this sizable policy allocation to. 
conun~n stock and private· equity likely will proq.u~~ 
more_ volatile portfolio returns than a inore conservative 
policy focused on fixed income securities. It is . 
understood that thif policy may result in' quarters or even 
'years of.d~sappointing results . Nevertheless', the long / 
run retuni benefits of this poli~y are expi cted to 
compensate for the additional volatility. 
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Diversification Vehicles 

Other asset classes are included fa the Basic Flin~s both·· 
• to provide some insulation against ~ghly inflationary or 
deflationary environments and to diversify the portfolio 
sufficiently to avoid excessive return volatility. 

Real estate and-resource (oil and gas) inve·stments 
provide an inflation hedge that_ othe_r financial assets 
·.cannot offer.· In periods of rapidly rising prices, these _ 
"hard" assets have appreciated in valu~ at a rate at 
least equal to the inflation rate. F~rtlier, even under . - • 

, m_or~ normal financial conditions, such as· low to 
moderate inflation, the returns on thes~ assets are not 
highly correl~ted with common stocks. As a result, 
their inclusion in the Basic Funds-serves.to dampen 
return volatility. • • 

The~·a11ocation to bonds acts as a hedge -against a 
I deflationary economic envirol}lilent. II). the ~vent of a 
maj~r deflation; high q'1ality fi~ed income assets, 
particularly long-term bonds, are expected to protect_ · 
principal and ·gep.erate significant 'capital gains. · And, 
like real estate and resource funds, under normal 

/financial condit~ons, bonds help to diversify the Bas'fc 
Funds and thereby control return volatility, ., 

' ·' 

Rate _of Return ~esults 

The Basic Funds produced a total: rate of retu1,11 for , • 
fiscal year 2003 of 1.9 percent. Over the last .five years, 
the Basic Funds have generated an annualized return of 
1.3 percent. The current fair v·alue .of the total Basic 
Funds is about $16.8 billion. TRA's share of the.fund 
is ;pproxirri.ately ~6.9 perc~nt ~r $6.2 billion. · 

As stated earlier: the Basic Funds are ~xpected to 
exceed the return of a composite qf market indices over 

, a five-year period. Performance relative to this standard 
will measure two effects: 

■ 

■ 

The ability of the managers selected by SBI, in .' 
aggregate, to add value to. ~he returns available 
from the broad capital markets , _-

. . . 

·The impact of SBI's rebalancing activity. (SBI _ 
rebalances t~e total fund when market movements . • 
take the_ stock or bond ~egments above or below 
their long-term <'!,sset allocation targets. The policy 
imposes a low risk discipline of buy low-sell-high 
on a total_ fund basis.) - • 

For the ten-year pe~od endi_ng June 30, 2003, the ~asic 
Fupds out-perforrried the composit~ index by 
0.2 percentage point annualized. The Fund trailed the 
composite index by 0.1 percentage point over the last '. 
five years, and trailed the compos_ite index by 
0.5 perc~ntage point over the most recent fiscal year. 

Actual returns relative to 

B~sic Funds Performanc_e vs .. Composite Index the total fund-composite • 
indei over the last five 

Percent 
,15% 

10½ 

~% 

0% 

·-5% 

-10% 
2003 2002 

■ Basic Fund 1.9% .-8.2% 
. , 

■ Composite Index 2.4% ·-8 .'1% 

2001 2000 - 1999 

-7-.4%. 10:5% I'l.3% 

: 8.4% 10.6¾ 12.7% 

3 Yr. 5Yr. : 

-4.6% i.3% 

-4.9% 1.4% 

l0Yr. 

8.4% 

8.2% 

-y~ars are shown in the 
• graph on this page. _ 

.., 
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.Post Retirement Fund 
When a member retires, TRA transfers assets on b_ehalf 

• of the member to the ·Minnesqta Post Retirement 
Investm~nt Fund (Post Fund)'. The Post Fund includes -
the -assets of r~tired public einp~oyees covered by nine 
statewide retirement plans: the eight plans _which . 
participate in the Basic Funds as well as the Legislative • 

-and Surviyors Retirement Fund. • • 

Th~ assets of the Post Fund finance monthly annuity 
,payments paid to retirees. On June 30, 2003, the Post 
-,Fund had a ~arket value _of .about $16.5 billion. TRA ' 
,retirees' pmtion of this value is appJoximately 
$7.4 billion o_r 44.8, percent: The Post Fund generated an 
investment rehnn of 2.8 percen! for fi;c~l y~ar 2003_. 

All as·sets in the Post Retirement.Fund are·managed 
externally by outside money management firms retained 
by contra~t. 

Investment Objectives-

-The investilient tiine horizon of the Post Fund is 
' -

15-20 years and cort~sponds to th~ length of time a 
typical retiree can, be expected to draw ·benef~ts. While 
this is shorter than the time horjion 0f the Basic Funds, 

_it is still sufficiently long to allow s:BI to take advantage · 
'of the long-run return opp9rtmi.ities offered by common 
stock'~n order to ·r,neet its actuarial-return target as well 
as to,finance retirement benefit increases. 

SBI mt?asures the perfQrmanc·e of the Post Fund relative 
to a composite ot_ market indices that is weighted -in a 
manner that reflects its long-term asset allocation • 

• policy. The Post Fund is expected to exceed the 
composite index ~ver ·a ten-year period. Performance is 
measured net of all fees and· costs to assure that SBr s 
focus is on true net return.· 

Asset Allocation 

The current long-term asset allocation policy and actual • 
asset mix of the P?st Fund at the end of fiscal year 2003 
is_pre~ented in the following table·. The asset allocation , 
p0iicy is un_derco11stant revitw. No substantial change 
occurred during fiscal yeai; 2003. " • • 

'Investments 

Post Fu11:d Asset ]\jix • 
June 30, 2003 

Actual · 
- Mix 

·oom~stic Stoc;ks 
int'l,Stocks 
Bortds 
Alternative Assets .,._ 
Dnallocated Cash 
Total 

/ ' 

• 51.9% 
14.7 
27.2 
4.6 
lL 

,'100.0% 
--

_ ,Policy
. Mix 

50.0% 
• 15.0 

- 27.0 . 
5.0 • 
3.o-_ 

100.0% 

The m~j01jty of the Post Fund's assets are invested in _ 
commd!J stocks (both domestic and internatiop.al): A 
large allo.cation.is consistent with th~ moderately long 
time horizon of the i::ost Fund and tlle <:1dvantagequs 
long-t~rm, risk-return -characteristics of common· stocks. -
Including international stocks in the asset mix allows 
SBI to diversify its holdings acr_oss world markets and
offers the opportunity to enhance returns and reduce the 
risk/volatility of the·total portfolio. 

SBI recognizes that-this sizable allocation will be .likely 
to produce more volatiJe portfolio returns than a more 
conservative policy focused on fixed income securities. 
It is urrderstood Jhat thi~ policy may result _in qu·arters or 
even years of disappointing results .. Nevertheless,- the 
long-ru·n return benefits of this policy are e~pected to 
compertsate for the additionai volatility. 

" Other asset classes are included in the Post Fund both to· 
provide soine in•suiation against highly ·deflationary 

• environments and to diversify the portfolio sufficiently 
to avoid. exc~s·sive ,retu~ volatility. -

The bon~s in the Post Fund act as a {ledge ~gainst a 
deflationary economic environment. In the event of a 
major deflation, high quc;!.Iity fixed income.assets ,. , 
particularly long-te.rm bonds1• are expected to protect 
. principal and genemte significant gains. And, under 
more _normal financial co~ditions, bop.ds diversify the . 
Po.st F~nd, _ thereby controlling r~tum. volatility C?n a 
year-to-year basis. 

' ... 
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Investments 

Yield oriented alternative investments provide the 
opportunity for higher long term return~ than those 
typjca_lly available from bonds yet still generate· 
sufficient current inc.ome to be compatible with the 

Fund is expected to exceed the return of a composite of 
mar:ket indices over a ten-year period. The Post Fund's 
performance exceeded its composite :qi~ket index by 
0.3 percentage point for the most recent ten year period 
since July 1,' 1993. The fund trailed the. co·mposite 
·index over the last five years by 0.2 percentage point, 

• o.bjectives of the Post Fund. -Typie;~l~y, these .. 
investments (e.g., business loan participations, mortgage 
loap participations and income produci_ng private ,. 

- . - • '\ 

-placements) are structured more like fixed income 
- and trailed the composite index by 0.5 percentage point 

for the 2003 fiscal year. 
securities with,the opportunity. to participate in the 
appreciation of the underlying assets. While t4ese· 
inve,stments may have an equity comp(?nent_, they 

- display a return pattern· more like ·a bond. As-such, they 
will help·reduce the volatility of the total portfolio but 
,a~so should genera~e higher returns relative to more 
tra~itional bond investments '. 

The Board made: SfVeral GOminitments to yield. oriented 
-' altef!!ative investments during the year. The 1!1-arket 

value of the alternative segment was 4.6 percent of the 
total fund on June 30, 2003. _ The Board yxpects this -
percent~ge to i~9rease gradually over. the next several 
years . . 

Investment Management and 
Perlqrmance • • -

In ord~r -to gain greater operating efficien~y, the Post 
Fund shares-with the Basic Funds the same domestic-

•. - . ) ' • . . • . ' 
_ stoc~, bond and.mtemat10nal stoc~ managers. The Post 

- . • 

Actual returns relative to the total fu~d,composite ind~x 
over the last five years are shown in the graph below. 

- . . 
Benefit Increase Formula 

The re~irement benefit in'crease formula of the Post 
Fund is based ?n a combination of two ,components: 

■,,_ Inflation f:omponent. _Each year, retirees receive . 
. an inflatio

1
n-based adjustme~t equal to 100 percent 

of inflatio.Q., up to a maximum of 2.5 percent -
-specified in ~tatute. The inflation component is 
granted regardless of inyestment performance. The 
~ap is necessary to mainta~n the actuarial soundness 
o·f _the entire ·plan. It is the difference between the 
return as~umption for the_Basic furids (8.5 pe~cent), 
and the.return assumption for the Post Fund • 

. (6,0 percent). 

~ 

-Post Fund Performance vs. Composite Index 

\ 15% . Percent 

103/ii 

5% -L--------,---

' ,0% 

-5% 

-1°0% 
2003 . 2002 2001 2000 - 1999 3 Yr. 5Yr. l0Yr. 

■ Post Fund , I 2.8% -7 .8% -6.9% '8.6% 12.1% -4.1% • 1.4% 8.0% 

■ Compo~ite Index_! 3.3% -7.4% -8 .0% 8.7% 1".3~2¾ -·4.2o/~ 1.6% 7.7% 

\ 
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■ . Investm~nt Component. Each year,. retirees also 
-receive an in.yestment-b_ased adjustment, provided 
net investment gains. are above th_e am~mnt ne.eded 
to finance the Post Fund's 6 percent actuarial ·, 
assumption and the inflation adjustment described 
previously. Investmerit gains and losses are 

I 

spr~ad 
· over five ye·ars to ·smooth out the volatility of 
returns. In addition, all accum1,1h1.ted investment · 
losses must.be recovered before -an investment~ 
based adjustment is granted . . 

. The Post Fund will provide a b,enefit increase of 
2.103 percent for fi_scal year 2003 payable January 1, 

_ 2Q04. As noted e_arlier, this increase is comprised o(~wo 
components: 

■ Inflation component of 2.103 percent. . The increase 
is the actual Consumer·Price Index for wage earners 
(CPI-¥() increase 'tor the't"7~lve nionths en~ing 
June 30, 2003. (CPI-Wis the same inflation index 
used to calc~lat.e increases in_ Social Security 
payments.) ' • 

. ' 

■ Investment component' ot0.000 percent. Net .. 
investment returns over the-five-year period (July_ 1, 
1998 to June 30,.2003) were insufficient to cover . 
the actuarial assumed rate of ieturn and the 
infl-ation adjustment. 

.. -.· 

Investments 

As.of June 30, 2003, the Post Retirem~nt Fund had total · : 
a~s~ts of about $16.5 billion. at fair value. Total 

·_ liabilities (present v~lue ~f expected future benefit 
payment~ to curi~nt benefit recipients) were 
approximately $22 billion.- The $5.5 b1llion deficit must 
be recqve_red in, full before an investment-based . 
component will be paid. Consequently, until s~ong 
positive inve_stment gain~ occur over an extended p~riod 
oLtime to absorb existing losses, a positive investment 
component should not 1?e expected. . , • 

Benefit increases, granted for the p~st ten years are 
sbown· in the graph below. -

The Basic Funds arid ihe Post F~nd share many of fue 
·same stock a!ld b9nd managers. ]his is acc~mplished by 
grouping man~gers together,. by asset class, into several 

• investment pools. The individual funds participate iri -the 
investment pools by pijrchasing units.which fU!}ction 

, inuch like shares of a mutual fund. 

. Tllis i_nvestment management structure allows SBi to 
gain greater operating efficiency within asset classes, and 
to ~e~p-money managerii'.e~t costs as low as possible for
all participants. Further information on· investment 
activity, managementfees and commissions paid, and a · 
listing' nf specific investmerits ownecl by the pooled 
accounts-can be ol:5tained from' the Minnesota State· 
Board of Investment, Suite 355, 60 Empire Drive, 
Saint Paul,_ MN 55103. • 

Recent Post Retirement Benefit Increases 
Rounded to the riearest ~enth of ~ne per~ent • 

12.0% -11.)% 

'10.0% 

8.0_% 

~.0% 

-.,.. 4.0% 

2.0% 

0.0% 

,1995 1-996 1997 . 1998 • ' 1?99 2000 . • 2001 2002 2003 2004 

(January 1) 
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Teachers Reti.rement Fund 
- Portfolio ·Distribution 

June 30, 2003 ,· 

.Domestic Stocks .. 

47.7% 

BasicFurid 
(Active Members) 

Short Term Cash 

0.5% 

Bonds . ,...._ 

Stocks 

14.4% 

Alternative 

• Assets 

13.9% 

'- I 

Te~chers Retirement . Fund 

Domestic Stocks 

51.9% 

Post Fund 
(Retirees) 

. Short Term 

Cash , 

1.6¾ 

<Performance of. Asset .Pools (Net Qf Fees) 
• . - • • I 

J,un·e 30,·2003 

Alternative 

·Assets 

I 4.6% 

Stocks 

14.7% 

Bonds 

27.2% 

Rates of Return (Annualized) · 
FY 2003 3-Year 5-Year 10-Year 

: Domestic StockPool ............ , .... : ............................ : ........... . 0.4% -11.3%, -2.3% 9.0% 

Wil~hire 500~_- Inv~stable ................ .-: ........ :: ... 0. ........ .. 0.8% . . -11.1% ' :.1.9% · 9.2% 

, . Bond Pool ...................... :'·· ... : .... ~ .... _. ........................ : ............ .. 10.7% 10.2% 7._6% 7.4% . 

• LehmanAggregate '. ... : ... ·._ ....... : ......................... · ........... ,. . 10.4% ' 10.1% 7.5% 7.2% 
l._ 

International Stock Pool ········~··· : ................................ -.... :. -6.2% -12.1 % -2;8% 3.9~ 
I• 

Composite Index ........ · ..... :.: ......................... : ................ . -5.4% • -13:_0% -3.3% : 2.5% 

• Real Estate Pool (Basic Funds Only) .. _· .............. ~ ............ _ .... . 7.1% 8.5% 8.3% .:9.5% 

Priva_te Equity Pool (Basic Funds Only) ................. :: ...... .. -3.5% -6.0% 3.5% 14.2% 
-

Reso~rce Pool (Basic Funds Only) ........ , ...... ... ~ ..... : .......... .. 5.2% . 11.4% 4.6% 11.5% 
\ 

• . I • 

Yield Oriented Po9l (Post Fund Only) :. ............ : .... : ........... •. 
• . •. ) 

• 6.4% 10.0% 11.8% -11.0%* 

• * Since 03/01/94 
I • 

All 1nvestment performap.ce methodology is repo~ed in ~ompliance with the rri~ndatory req~irements of the Association 
for Investment Management and Research (AIMR). 
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Investments 

Teachers Retirement Fund 
' . . , .,. 

List of ~argest_ As·s·ets Hel~ 
• June 30, 2003 

Composite· ~foldings of Top· Ten_ Equities 
- By Fair Value , 

% of 
Security • ... Po~tfolio 

.:::::s,::. ~~~-::::::::::::::: ::::::::: ::::::::::::: :::: '.:::::::,::::::::: :: :: :::::::: ::::::: :::::::::>:::. ~ :;t 
Citigroup Inc.- .: ........ -'··························:·:· .' ........ : ...... , ...... : ...... : ... ~ ... : ....... ;-; ......... • 1.42·, 

General Electric Co ........................... .. ; ....... ; ................. .-.: .. : ... ........... ~ ...... :... . 1.29 

.. ~ 

$ Fair .Value 
(Millions) 

94.6 

,91.3 

86.4 . 

78.8 

ExxonMobil Corp .... : .... : .................. : .. : .. .... ...... _ ... : ..... : ............ , ...... : ........ .... :..... 1.02 • 62.1 

• Wal-Mart Stores, Inc ..... ...... · ... _. ........... _. .. ... ................. _. ..... .......... ; ......... ~.......... 0.95 • 57.9 

·cisf O Systems··.- ··.·· .. ··:· .. ····· .. ·····················•······· .. ············ .. ········· ···· .. ····· ...... : ... : ' -0.82 .· 49.9 
Merck·& Co., Inc .... : ....... : .................................................................. '. .......... 0.80 48.7 

Ir:i~el Corp .... : .... .-:······ ... .-.. .' ......... ~ .. .-.. :. .......... ; .. : .................... :.' ._. ~_. .......... ..... • .. _' .... , -0.75 ~5.7 

Wells Fargo and C6mpany .......... ;· .......................... :.: ....... : . .,. ..... : ......... :..... ..... 0.-74. '45 •. 3 

• /. Comp~site Holdings of Top Ten Bond Holdings • 
- By Fair Valu·e 

• Security - .... Coupon 

FNMA TBA JUL 15 SINGLE FAM .. '..: ....... :._ ... • • 5.000% 

FHLMC TBA JUL 30 G.QLD SINGLE ............ 6.500 • 

GNMA I TBA JUL 30 SINGLE FAM .. . _ .... :...... 6:500 
'/ . 

• FN1{ATBA JUL 30 SINGLE FAM ... :............. 6.000 • 

UNITED STATES TREAS BDS ................ .' .... : · 3.875 

_ UNITED STATES TREAS BOS ............. ......... •. 6.000 

UNITED STATES TREA.S' NTS .. .................... 1.250 
" 

UNITED STATES TREAS NTS .. ....... .' ........... •. 2.625 

FNMA TBA JUL 15 SINGLE ~'AM .... ,........ ..... 4.500 
. . 

UNITED STATES TREAS BDS ......... :.~ ..... , .. .'. 8.125 

-

$ Fair V alu'e . % of 
(Millions) Portfolio 

$26 . .0 0.43% 

25.3 0.42 

, 24.4 · 0.40 

21.7 0.36 

20.2 0.33 

19.6 .. 0.32 

16.3 . 0.27 

15.4 • 0.25 • 

15.0 0.25 

14.9 0.25 

TRA's· assets are commingled in various pooled investmen't accounts administered by the State Board of Investment 
• (SBI). TRA does not own specific value~ of the underlyi~g assets. The percentages shown are those attributable to 
• the TRA Fund b~sed· on TRA' s participation in the Basic fund pbol. Information on investment _actfvity? a list~ng of 
specific investments owned by the pooled accounts and a s·chedule of fees and commissions can be obta1ned from 
SBI. 
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48 . Investments • 

Summary of ·Investment~* -
As .cff June 30, 2003 • -

B_ook 
., 

Fair 
~ 

-Total · %of · Fair Total 
· Book Value · Book Value Total Value . Fair Value 

Fixed Income· Investments 

Fixed Income Pool $1,458,647,728 $1,449,852,i09 

Total Fixed Income Investments $1,458,647,728 21.6% $1,449,852,109 

Equity Investments: 

External Indexed Equity Pool $ 951,715,971 $ '889,952,205 . 

Global Equity Pool 1,008,017_,326 878,78_8,573 : 

External_ Domestic Equity ~ool 2,280,926,961 2,040,439,305 . 

Total Equity Inves.tments $4,2Ll-0,660,25 8. 62.8% $3,809,180,083 

Alternative Investments: . 

' Internal Venture Capital Pool $ 721,3'41;253 $ '544,926,261 

Internal Real _Estate Fund Pool 189,302,182 228,034,304 

Internal ResotJrce Fund Pool • 104,457,613 . 101,405,231 

Total Alternative Investments $1,0'15,101,048 15.0% $ 874,365,796 

Short Term Investment: 

Short 'Fe!~ Cash Equivalents $ 37,45),387 
1$ 

37,453,387 

. Total Short Term Investment $ 37,453,387 ·o.6% . $ 37,453,387 

Total Investments $6,751,862,421 100.0% $6,170,851,375 

( ' 

*Regular TRA Fund, does not include investments in the Minnesota Post Retirement Investment Fund. 

General' Information Regardin·g Investment of- Funds 

TRA's investments are made by SBl. and external managers as pre~cribed by law, .and are made only in su<;;h 
securities as are duly authorized legal investments in accordance with Minnesota Statutes, section 1 lA.24. • State 
Street Bank and Trust of Boston acts ·as custodian of securities for the Basic Funds and the Post Fund. First Trust 

'N atjonal Association, St. Paul, Minnesota, is th~ cunent:custodian of short term investments .. of TRA. Examination 
• and verification of securities held by the custodians is perfC>rmed periodically by the Minnesota Office of the I 

L~gislative Auditor. • • 

' · 

%·of 

Total 

23.5% 

61.7% -

14.2% 

0.6% 

100.0% · 

' 
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Actuarial · 

Actu~ry_'s ·_ Letter 

,e A M I L L' I M A N G L O B A- L F I R M 

Millirrian u·sA 
• C<2_nsultants and Actuaries 

December 9, 2003 

Board of Trustees 
Teachers Retirement Association Fund 
Suite 300 
60 Empire Drive 
St. Paul, Minnesota 55103-i855 

16800 Bluemound Road, Suite 400 
_ Brookfield,' WI 63006-6069 
Tel .+1 ·262 784.2260 

Fax +1 262 784.7287 

www.milliman.com 

, Members ofthe'Board:-

. We have completed our annual actuarial Yaluation -of the Teachers Retirement Association . 
Fund (TRA) to test how well the fundamental.financing objectives are being achieved and to • 
determine the actuarial status .of the TRA as of July 1, 2003. 

the fundamental financing objectives of the Ju~d ~e to: establish contribution rates which, . 
when expressed'as a percentage of active membei: payroll, will remain approximately level • 
from generation to generation -and meet the required deadlines for full funding. 

The results of the valuation in<;licate that the TRA is already at the level of full funding. On 
an ongqing basis, the sufficiency is 1.63% of payroll, which is the result of the statutory 
contributions of ChaJ'ter 354 of 10.00% exceeding requireclcontributions of Chapter 356 of 
8.37%. 

The actuarial valuation was based upon applicable staWtory provisions and_ the Standards of _ • 
Actuarial Work in effect on July 1, 2003. in the aggregate, the basic financial membership · 
data provided to us by the Association office appears reasonable in comparison to last year . 
We have relied upon the. data as submitted in perform1ng the .actuarial valuation. It is our 
understanding that the data has su}?sequently been audited with no significant changes made. 
,, 

The valuation was performed by using the actuarial cost methods and actuc¢al assumptions 
that are described in a separate table of this report. The actuarial cost method and the 

• assumptions relat~d fo asset valuation, investment return, earnings progression arid active 
member payrolLgrowth are specified by state statute. All 9ther assumptions are based on 
actual experience with changes recommended by the actuary~ adopted by-TRA _Board, and 

OFFICES IN PRINCIPAL CITIES WORLDWIDE 
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Actuarial 

Board of Trustees 
December 9, 2003 
Page Two 

~ 

appwved by the Legislativ~ Coinmission on Pensions and Retirement. All assumptions ~ 
and methods used for funding purposes meet' the parameters for the disclosures presented 
in the financial section of the TRA comprehensfve annual financial report, set .by GASB 
Statement N.o, 25. Under St~tement 2~, thtf actuarial required contribution is 8.37%. 

.. The trend data schedules·presented in the financial ·section, and the supporting schedules in 
the actuarial section of the Comprehensive Annual Financial Report were prepared· by the . 
·staff of ~e TRA based on information, cont~ined in our actuarial vall!at-ion report. 

• We certify that to the best of our knowledge and belief, this actuarial valuation was 
perfotnied in accordance with the requirements of Sectioi:t 356.215, Minnesota Statutes,, 
and the requirements· of the Standards for Actuarial Work. . 

I, Thomas K. Custis, am an actuary for Milliman USA. I am a member of the American 
.. Academy of Actuaries and meet the. Qualification Standards of the Americ~ Academy ·of 

Actuaries to render the actuarial opinion contained herein. 

Resp~ctfully submitted, 

Milliman USA , : 

• ~- 'F.✓ £ -~~ · //?-, .. ' .. -, --, 
Thomas K. Custis, F.S~A. 
Consulting Actuary • 

,. • .,c, 

TKC/bh-

.MILLIMAN USA 

\ . 
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52 Actuarial 

Summary of ~ctuarial -Assumptions :and Method_s 
(Assumpti~ns adopted by the Legislatiye Com.mission on Pensions and Retirement on 
February 22, 2002) 

1. Interest 

- 2. - Benefit Increases 
After Retirement 

Pre-Retirem~nt- 8.5% perannum 
Post-Retirement- 8.5% per annum 

' Payment of°.eamings on retired reserves in excess of 
. 6 perc~nt accounted for by percent post-retirement 
assumptions. • 

Table A 

r--
Age 

20 

25 

. Salary 

In~reases 

6.00 • -

6.00 
3. Interest on Member Membyrs and former members who are eligible for the 30 , 6.00 

Contributions m~mey purchase annuity ,are assµmed to receive interest 35 ' 6.00 

5.70 

5.20 

5.00 

5.00 

5.30 

4. Salary Increases 

5. Mort~lity 

. credits equal to th_e Pre-Retirement Interest rate. All ' 
other members and former members receive the interest . ' • 

crediting rate as specified in statutes. 

Reported salary for prior fi~cal year, with new hires 
' annualized, increased ac_cording to the ultimate table· 

_beiow to' current fiscal year and annually for each future, 
year~ During a 10-year select_per_iod, 0.3 x (10 - T) · •• 

40 . 

45 

50 

-55 
60 ~ 

-where T is completed year:s of service is added to the ultimate rate. 

Pre-Retirement 
~ . . 

Male-1983. Group Annuity Mortality (GAM) Table for males set back 12 years. 
Female - 1983 Group Annuity Mortality Table for females ~et back 10 years. 

Post-Retirement 
Male --: Same a~ above except set back six years . . 
Female - Sanie as above except set back three years~ 

P9st~Disability < 

Male - 1965 Raiiroad Retirement Board (RRB) rates through ag~ 54 ... For ages 55 to 
64, graded rates between 1965 RRB rates and the Post-Retirement mortality table. For 
age~ 65 and later, t?e Post:,Retirement mort!1lity table. • 

Female - 1965 RRB rates through age 54. For ages 55 to 64, graded rates between 
· . .,. 1965 R,RB rates and the Post-Retirement mortality table. For ages 65 and late_r, _the 

• r : Post-Retirement mortality-table. • :.. 

-
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6. Retirement_Age 

. 7~ Separation 

• 8. Disability 

·Actuarial 

- \ . I • 

Graded-rates beginning at age 55 as shown i:Q rate table. Meip.bers who have attained 
the highest assumed retireIT?-ent age will retire in one yeat. 

Table13 

Retirements Expressed as Number of OCCU1:"_rences Per 10,000 
. , 

' 
Rule of.90 I • Rule of 90 

Age .Eligible · Other 
• " Age Eligible· other-

, 50 0 0 61 5,000 2,000 
51 - 0 0 62 5,000 2,000 
52 0 -0 . • 63 · , . 5,000 2,000 , 

·. . , 
53 0 0 64 I 5,000 ~,000 

• 54 0 0 • 65 . 5,,000 - 5,QO() ... 
55 5,000- 900 66 3,500 _. 3,500 • .,. . -

. 56 • 5,000 900 ----J 67 3,500 3,500 
57 · 5~000 900 . .. 68 3,500 3,500 
58 . . · : 5,000 , 900 69 • 3,500 3,500 
59 5,000 ,- ·1,200 70 . 3,500 3,500 -
60· ·5,000 1,200 71 10~000 10,000· 

Select anc;l ul_timate rates were based on plan experience as of June 30, 2000. Ultimate 
rates. qfter the third year are shown in rate table. Select rates are as follO\ys: 

Gender 

Male 
Female · 

Table C 

Age 

20 

30 • 

- 40 -

50 

. {50 

,. 

First Year 

.45 
• .40 

Second Year· 

.12 
. . 10 

Annual Sepai-a~ion Rat~ Per 10,000 Employees 
Sample Values 

'rltird Year 

.06 
·.08 

Pre-Retirement Death · Withdrawal Disability 

Male Female Male Female Male Female 

3 1 370 ' 450 0 '. 0 
·, 

4 .2 270 - 450 0 0 

5 3 · ·--2,35 275 . 3 3 

10 7 185 185 . 1"1 10 
..I 31 • 16 0 0 33 25 

r 

- Rates as show.n in table above. · \ ' . 
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9. · Allowance for 
Combined Service 
Annuity 

10. Expenses 

11. Return of · 
Contributions 

_ 12.. Family Composition 

13. Social Security 

14. Special Consider~tion 

15 .. Actuarial CQst 
Methc,d 

16. Asset-Valuation 
Method 

17. Payment on the 
Unfunded Actuarial
Accrued Liability 

Liab_ilities for acrive inembers are increased by_ 1.4 percent and liabilities for 
former members are increased by 4 percent to account for the effect of some . 
participants having eligibility f~r a Combined Servic~ Annuity. 

Prior year expenses expressed as pe1;centage of prior year payroll. 

All employees withdrawing after becoming eligiple for a deferred benefit were 
assumed to take tp.e larger of their contributions accumulateq with interest or the value 
of their deferred benefit. • • • 

. ,. 

85% of male meinbers and 65% of female members are assuined to be n;iarried. 
Female.is three years younger than male. Assume members have no .children. 

-NIA 

Married-members assumed to elect subsidized joint and survivor form of annuity as 
follows: • • • 

Males 

Females 

15% elect ,50% i&S option 
25 % elect 7 5 % J &S option 
55%_elect 100% J&S option_ 

20% elect 50% J&S option . 
10% elect • 7 5 % J &S optio~ 

• 30% elect 100% J &S option 

Entry Age Normal Actuarial Cost Metbod with normal cost& expressed as a level 
,percentage of earnings. Under this method, actuarial gains (losses) reduce (increase) 
the Unfunded Actuarial ~ccrued Liability. • 

( . 

Farr Value, adjusted for amortization obligations receiyable at the end of the .fiscal 
year, less a percentage of the Unrecognized Asset Ret:urn determined at the close of 
each of the four preceding fiscal years. Unrecognized Asset R~turri is. the difference 
between actu-al net return on.Fair Value of Assets and the asset return. expected during 
the fiscal year (based on the assumed interest rate employed in the July 1 Actuarial 
Valuation of the fiscal year). Transition rules apply between July 1, 2001, and July 1, 
2003, when the method is fuµy in effect.· • • 

A level percentage of payroll each year to th~ statutory amortization date ~ssuming 
payroll increases of 5 percent per annum. If there 1.s 'a negative Unfunded Actuarial 
Liability, the surplus amou_nt shall be amortized over 30 years as a level percentage 

• of payroll. , • 

. ., 
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Valuatio·n Report Highlights 

Dollar .AIJWUlits in Thousands 

A. • Contributions (Table 6) 

July 1, 2002 

Valuation 

1. Statutory Contributions - Chapter 354 (% of Payroll) . . .. .... • 10.00% 

2. Required Contributions ·- Chapter 356 (% of.Payroll) ........ . _ 7.57% 

3: Sufficiency (Defidency).· (A.1 : A.2) .................................. 2.43% 

B. Funding Ratios • 
1. Accrued B~nefit Funding Ratio 

a. Current Assets (Table 1) .............. ; .......... ." .. : ... :····· :.: ...... . $.17,378,994 

b; Current Benefit_Obligations (Table .3) ... : .................. : .. . • $15,715,244 

c. ,F~nding Ratio (alb) ................... : ................ ." ......... • ......... . -110.59% 

2. Accrued Liability Funding Ratio · 
• ' ' . . _·· . . 

a. Current-Assets (Table 1) ........ : ............. : ............. ~ ... ....... . $17,378,994 . ' . 
,b . . Actuari.al Accrued Liab.ility (Table 4) ........................... ~ $16,503,099 

c. Fu·nding Ratio (alb) ...... : ................................................. . 
... ... . . . . . ' 

105.31 % 

3. Projected Benefit" Funding R,;1.tio (Table 3) 

a·. Current a!)-d Expected Future .Assets ............................ . $20,204,56.1 

b .. Cu~entand Expected Future Benefit Obligations ....... . $18',831,713_ 

c'. Funding Ratio (alb) .. _. ....... • .. : ....... :.· .................. ... ;:-. ......... . 107.29% 
~ 

C . . -Plan Par--ticipants 
1. Active Members·. 

• a. Number ....................... -.................................................... . 71,690 

b. Projected Annual Earnings .................. : ......... ,.; ... ~ ......... .._ $ 3,940,422 

C. A verag~ Animal Earnings (Projected $) ........ H ., ......... :.· .. $ 4.2,411 

d. Averag~ Age.-·:· ····••!•• .. ········:· : .............. : ......................... .- 42.8 

c .. Average Servic~ .. ~ ......... ;· ............ : ... : ................... .-.......... . 11.6 

2. Others 

a. Service Retirements ............ .-... • .. ................ .... ........... .. .... . 
' f 

32,231 

b.- ·surviv~r.s .... :· ..... • .. _.: .................... : .................................... : . 2,192 

C. Disability Retirements .......................... : ......... , ............. . · 551 

d. Deferred Retirements ......... ." ...... : ........ : ......................... . 8,680 . 

e. Terminated Other Non-vested .............. : ....................... . 
' • ' 19,022 . 

f. Total ... .. ~ ..... ; ........................................ • ....... ; ..... : .............. . 62,676 · 

' ' 

• Actuarial . 

July 1, 2003 
Valuation 

10.00% 
:-, 

8.37% 

. 1.63% 

$17,384,179 

$.16, 103),699 

· 107 •. 9.5% 

$17,384,179 • 

$16,856,379· 

103.13% • 

· $20,214,690 . 

$19,258,017 

104.97% 

71,916 

• $_3,163,057 • 

$ • 43,981 

43.0 

11.6 

<, 33,290 

2,351 

558 

. 9,304 

192256 • 

64,759 
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·· s6 Actuariat 

Actu_ary's Commentary 

Purpose • 

The purpose of this valuation is to determine the 
financial status of the Plan. In order to achieve this· 
purpose, an a_ctuarial valuation is mad_e at the beginning 
of each fiscal year as required by Se.ction 356.215 .of 
Minnesota Statu_tes. 

Report- Highlights 

The financfal status of the Plan can be measured by three 
different funcltng ratios.: 

■ -The Acc:i;ued Benefit Funding Ratio is a measui;e of 
current funding st~tus and; when viewed over a 
period of years, presents a view of the funding 
progress. It is based upon benefits that have_ been 
earned by service to the v_aluation date. This year's 
ratio is 107.95 percent. The correspondingra_tio.for 
the prior ye&1· was UQ.59 percent. 

■ • The Adcrued Liability Funding Ratio is also a 

■ 

I measure of funding status and funding progress.' It is 
based on the actuarial cost method that has • 
historically been used by the state._ For 2003, the 
ratio is 103 .13 rercent, which is a decrease from the 
2002 value of 105 .31 percent. 

_ J;'he Projected Benefit Funding Ratio i~ a measure of 
the adequacy or deficiency ·in the contribution level. 
This year's ratio of 104.97 percent verifies that the 
current statutory contlibutions are sufficient. 

Asset Information (Tables 1·and _2) . 

Effective with the Ju_ly 1, 2000, valuation of the fund,. 
Minnesota Statutes requires that the asset value used for 
actuarial Pl!fPOSes spread differences--.between actual 
return (measured on a fair-value basis) and expected 
return on non-Minnesota Post Retirement Investment 
Fund (MPRIF) assets o~er five yeai;s, in a manner 
similar.to that ah~ady being used within the MP~. The 
previous m_ethod required under Minnesota Statutes . -
recognized one-third of the unrealized gains and losses. 
An Asset Valuation Metbod_requirement exists because . 
fair values (which include all unrealized gains and 
losses) are typically volatile and can produce erratic 
changes in the contribution requirements from year to 
year. The intent of the ~hang·e tq the current method is . 

I • 

to employ. a more effective asset-smoothing technique . 
which is market-value based and which eliminates 
artificial bias r~lated to manager style. :fhe effective date 
of this· reql)irement is July-1, 2000, with full transJ.tiorr to 
be acc9mplished as of July _l, 2003. 

• The calculation of the Actuarial Value of Assets is 
shown in Table 1-on-lines E.l to E.4. Actuarial Value of 
Assets is determined as: 

- ■ 

■ 

■ 

■ 

Fair Value of Assets_ at June 30, 2003 , less 

80 percent oft,he current year Unrecognized Asset 
Return at ~uly 1, 2003 (the difference betwe·~n • 
ac_tual net return on Fair Value of Assets between 
June 30, 2002 and June 30, 2003, and the asset 
return expected during that period based on the 
assumed interest rate employed in the July. 1, 2002 
Actuarial Valuation); less 

60 percent of the current year _Unrecognized Asset 
Reh.lnJ at July"l f 2002 (the difference between . 
actual ne·t return on Fair Value of Assets between 
June 30, 2001 and June 30, 2002, .and the asset 
'return, expected during. that period ·based on the 
assumed interest rate employed in July 1, 2001 
Actuarial Valuation); less 

40 percent of the current year Unrecognized Asset 
. Return· at July~, 2001 (the difference betwe~n 
actual' net return on Fair Value of Assets between 
June 30, 2000 and June 30, 2001, and the asset 
return ~xpected _during that period based , on the 
assumed interest rate employed in the July 1, 2000 
Actuarial Valuation); less • 

■ 20 percent of the Unrecognized Asset Return at 
• July 1, 2000 (tlie difference between ·actual net 
return on Fair Value of Assets between June 30; 
· 1999, and June 30, 20001 and the asset return 
expecteq during that peri6d b~sed on the assumed 

• interest rate employed in the July 1, 1999, -Actuarial 
· Valuation).· • • 

·since its adoption-on July 1, 2000, the Assetyaluation 
Method has functioned effettively to smooth the· 
significant variability in fair value returns. It is prudent 
to note, however, that t~e d; ferral of rec'ognition of the 
large market losses of the last · three fisc_al years means • • 
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there has accumulated a significant'negative return 
amount that will be recogni_,zed over the next few years. 
This means that in -order for asset returns on a II Current 
Assets" ba.sis to be at or near the ~ssumed 8.5 percent, 

· _fair value returns will need to· be substantially above 
8.5-percerit; conversely, if fair value returns are at or 
near the assumed 85 percent, r~tu~s measured on a · 
11 Current"Assets 11 basis will be substantially lower, 
.resulting in aot1,1arial losses. • 

·The term "Actuarial Value of Assets" is used to indicate 
that th~ value was determined for use.in this actuarial . 
valuation .. Since Minnesota Statutes refer to this value as 

• "Current Assets," th·e latter phrase will be used iq the - • ' 

remainder of this report. 

This Plan participates in the Minnesota Post Retirement 
. Investment Fu!ld (MPRIF) . After the MPRIF liabili_ty 
has been calculated fot each participating Plan, the.State 
Board of Investment (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 3) 

An actuarial baiance sheet provides a ffi:ethod for 
evaluating current and futu~e levels of fundi_ng. 

- . - . 

.-

The Current Benefit_ Obligation used to me_asure current 
, fu._nding levels i:; 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 levet . 

■ For Non-Active Members - The di~counted value, 
of benefits, ip.cluding augmentation in cases where 
benefits have. not commenced. 

·: Actuarial -

7 

GAS_B Disclosure 

Disclosure of the Curre_n~ Benefit Obligation amounts 
used to be required.by Statement,No. 5 of the. 
Govemmeptal Accounting Staridards Board (GASB). · 
However, Sti;itement No. 5 h~s been _superseded by • 
Stat~ment No. 25. Page 29 in the Financial Section of 
this report is incl_uded to fulfill the requirements of 
Statement No. 25. , 

Actuarial. Cost Metho.~ (Table 4) 

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 4) to the • • 
actuarial balance sheet (Table 3) illustrates the two 
techniques for -allocating liabilities of active Members to 
past and future.' As, noted in the·prior section, t~e 
ba1ance sheet allocates benefits an~_ corresponding 
liabilities on the basis of service. The method used in 

-_Table 4 allocates liabilities so that the cost each year will 
be a constant percentage of payroll. Both approaches, 
however, ~alculate the value of all fo,ture benefits the · 
sc;1me way (see line F of Table 3 a✓nd line A6, ·column 1, 

✓ of 1\ible 4). · • • 

' ' • An.Unfunded Actuarial Accrued Liability is computed 
under the Entry Age NormarActuarial Cost Method by 

, comparing the liabilities allocated to past service 
(Actuarial Accrued Liability) to the Current Assets. As 
of July 1, 2003, no unfunded actuarial accrued liability 
·exists. 

" 
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58 Actuarial . · · 

Source of Actuarial Gains and Losses 
(Table 5) 

I 

The assumptions used in making the calculations using 
the Entry Age Normal Actuarial Cost Method are based 
on long-t~~ expectations. Each year the actual , 
experience will deviate from the long-terin expectations. 
For: a detailed analysis of the ~ajor components, refer to 
Table 5. 

Contribution Su!riciency (Table_6) 

This .report determines the adequacy of Statutory 
Contributions by coinparing the Statutory Contributions . 
t9 the Required Contributions. - , • 

- Th~ Required Contributions, set forth in Chapter 356, 
. consist of: 

■ • Normal costs based on the· Entry Age Normal 
, Actuarial Cost Method. 

■ 

■ 

A Supplemental Contributio~ for amortizing any 
Unfunded Actuapa_l Accrued Liability.' 

An Allowance-.for Expenses .. 

Table 6 shows the Plan has a contribution sufficiency, 
since the Statutory Contribution Rate is 1_0.00 percerit • 
compared to the Requµ-ed Contribution Rate of . 
8.37 percent. 

Changes. in· Actuarial Assumptions 

All actuarial assumptions are the same as those· used in 
the July 1, 2002, valuation. Pages 52-54 co~tain a · 
summary of all actuarial assumptions and methods. 

-Changes in Plan Provisi9ns 

All plan provisions are the same as those used in the 
' July 1, 2002, valuation. Pages 68-71 contain a summary 
of current plan benefits. 

,. . 
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• Actuarial 

\ 
. . . 

Schedule of Plan Net Assets • 
. • . 

July 1, 2003 

Dollar Amotmts in Thousands ' 

• Fair Value. 

A. Assets in Trust 

1. C~sh, ~quiv~~ents, Short-term Securiti~s .; ....... _. ...... : ........... .......... ~ 40,143 

2. F1:xed Income ..... _. .: ........................................... : ...... : .... _.••·······:; ····· 1,449,852 

3. Equity ·····.·········· : ............................ : .................. : ........ _.. : ....... : ........ ~ 4,455,512 

4. Real Estate- .................... .. : ........................ : .......... .' ..................... ,, ... . 228,034 

5. Equity in MPRIF** .... : .................. -..................... : ... ~·.: ···· : ............ . 9,713,50] 

6. Invested Securities Lending Collateral.. ... .' .. _ .............. : ................ •. . 1,094,261 · 
. J • • 

. 12.463 7. Other ......................................... ; ...................... : ............................ _· __ _ 

.' ·subtotaf .............................................. ....................... : ............ :$· 16,993,772 
r 

' • 

B. A·ssets Receivable ........... .-... .-·, ............ • ............................ _. ......... • .......... . 26,221. 

C. Liabilities 

1. Investe,d S,ecurities Lending Collater.aL .. : ............................... ... :. . (1,094,261) 
i' . . . 

2. O.th~r ................. ... H••································;·············.··: ·············: ;·.···· (17,840) 

Table 1 

Cost Value 

$ 40,143 

1,458,648 

5,066,459 • 
I 

• '189,302 

9,713,507 . 

1,094,261 

12,463 

$ 17,574,783 
\ . 

26,221 

(1,094,261) 

(17,840) 

Subtotal ............. : .................... :................................................ (1,112,101) . • (1,112,10~) 

l ' 

o.- Nef Assets Heid in Trust for Pension Benefits 

1. .MPRIF Reserves ...... : .............. :; .. ,· ..... ; ...... ~ .. : ...................... : .... _. .... _. 9,713,5.07. 9,713',507 

2. Member Reserves ................................. : ..................... , .... : ...... ,..... 1,561,048 . 1,561,048 

' 3. Other.Non-MPRIF Reserves ......... ..... -................. t .. ••······ ·····......... 4,633,337 5,214,348 

4. Total Assets Available for Benefits .: .... • .......... ~.: .... ~:· .. ····:·· '······· ... $ ·15,907,892° $ 16,488,903 

E. Determination ·or Actuarial Value of .Assets 

1. FafrValue of Assets Available for Benefit~ (D4)_ ... : ......... : ......... :., ...... .-.... :·....... $ 15,907,892 

2. Unrecognized Asset Returns (UAR) 

' a. June 30, 2003 .... :: ................. : ............ ; ................ ' ........ ' .•. .' ....... '. .. $ .- (401,116) 

b. June 30, 2002 ., ....................... ................................................. • · (1,150,511) 
' . .. . . 

c. June 30, 2001 .: ..... .......... ·················· :························~·············· (1,241,462) 

-ci. Ju~e 30; .2000 ......... ....... : .......... _:.-.... : .. : ................ -..... : .. ·······••n• : • 151,4s6 -

3. UAR Adj~stment: .. 80 x 2(a) + .6? x 2(b) +-.40 x 2(c) + .20 x 2(d) ............. .- .' ...... : .. . · (1,476,287) • 

4. · Actuarial Value of Assets (El - E3) ... : ............... , .................... :·· .. ··•··· ... • .. .- ........... $'· 17,384,179 

(Same as II Current Assets 11
) 

**The number shown is the full MPRIF reserve account. The actual MPRIF 11!-arket value of $7,407,222 is not used for fundi~g purposes because 
this 'deficiency is accounted for separ_ately ~nd is expected to be recovered from future excess•earnings on MPRI funds. 
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60. . Actuarial 

Schedule of Change in Plan Net Assets 
Year Ending Jµne 30, 2~03 

(Dollar'A"}ounts in Thousands) 

A. Assets Available at Beginning of Period, 

B. Additions 
1. Member Contributions 
2. Employer Contributions . 
3. Contributions From Other Sources 
4. MPRIF Inco~e 
5. Net Investmen} Income 

a. Interest and Divjdends 
b. Net Appr~ciation (Depreciation) 
c. Invesqnent Expenses 
d. • Net Subtotal 

6. Other 
7. Total Additions 

C. Op_eiating Expenses 
• 1 . . Service Requirements 
2. Di~ability Benefi~s 
3. Survivor Benefits-. 
4. Refunds 
5. . Administrative Expenses 
6. Othe_r 
7. Total:Oisbursements 

D. Other Changes in Reserves 
1. · Annuities A warded 
2. Mortality Gain/Loss -
3. Change.in MPRIF Assumptions 
4. Total Other changes . 

• E. Assets Available at End of Period 

Non~MJ>RIF 
Assets 

·- $ 6,297,680 

- . '$ 155,577 
149,481 · 

1,4_90 
0 

118,955 
. 20,973 
(18;958) 
1~0,970 

2/)27 
$ -430,445 

$ 

$ 

. 0 
11,346 

1,180 
6,.656 

13,158 
434 

32,774 

(515,896) 
14,930 

() 

(500;966) 

$ 6,194,385 

F. Determination of Current Year Unrecognized Asset Return 
1. • Average Balance 

MPRIF 
·Reserves 

$ 9,555,364 

$ 0 
0 
0 

623,117 

0 
0 
0 
0 

0 
·$ 623,117 

_ $ , 953,507 
0 

12;433 
0 

. - 0 

- 0 

$ 965,940 

'55,896 
(14,930)1 

0 
500,=966 

$ 9,713,507 

a. Non-MPRIF Assets Available at Beginning of Period························:··········· ··············· 
b. Non-MPRIF Assets Available at End of Period* ....................... -...... : .......................... J . ·• 

c. Average Balance {[Fl.a+ Fl.b - B5.d - B6] I 2} ......................................... -................. . 
2. Expected Return: .085 x Fl.c ........................... : ................................... . 
3. • Actual Retu1n . . .............................................................. . 
4. Current1Year U~ecognized Asset Return: F3 -. F2 .......................... .' ......................... ; ......... . 

*Before adjusfm:entfor 1!f PRIF 11J-Ortality gain (loss) and new MPRIF assumptions. 

Table 2 

Fair 
Value 

$ 15,843,044 

• $ 155,577 
_ 149,481 

1,490 
623,117 

118,955 
2q,973 

(18,958) 
1°20,970 

2,927 
$ - 1,053,562 , 

'$ 

$ 

953,507 
11,346 
1_3,613 
6,656 

13,158 
434 

998,714 

0, 

0 
0 
0 

$ 15,907,892 

$ 6,297,680 
6,179,455 
6,176,61-9 
· 525,013 

123,897 
$ (401,116) 
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.Actuarial. •Balance Sheet ·Table 3 . ' • 

July 1, 2003 

( Dollq,r Amounts in Thou-sands) 

A. Current_Assets (Table 1, E4) .······_············· ;· ·········,···.··········· _-······ :·········· ···:. :................... .$17,~84,179 

·B.: Expected· Future Assets 

~ i '. Present Value of Expected Future. 

- Statutory S.upplerriental Contributions (See Table 6) ...... : ........................ _....... . 428,873 

·2. Present Value of Future Norm~l Costs ,: ..................... ~.: ................... : .... :: .... ; ........ : .. .. • 2,401,638 

3. Totai'Expected Future Assets . .' ...... .' ....... • .................................. :................................ 2,830,511 ~ 

.C. :_total Current and Expected FuJure Assets ............... : ............................... ·.: ......... '.., .. $20,214,690 
' .. 

D~ . Curr~nt Benefit Obligations 

. l. '_ Be°nefit ~ecipients . 

Non-Vested Vested 

a. Retirement. Annuities ...................... : .... ; ....... : ............... .'; ..... : ... $ 9,280,849 

b. _ Disability Benefits ...... : .. :: ............................... ;.: ....... : ........... :. 136,621 

C. Surviving Spouse and Child Benefits • ....... --:-......... • ..................... 
. • ' 

'448;019 

2:· • Deferred Retire·ments with Future Augmentation ......................... • 361,096 

3. Former Members without Vested Rights .............. .-.......... : .......... • .. • 60,946 

4. Active Members 

a. Retirement Annuities ........................... ~ ............. $ 21,516- $ 5,314,98'2 
,-- . 

b. Disability Benefits ........................... L •••••••••••••••• 
• , . t' • 

89,731 0 

C. -Survivor Benefits ..... ~ ............. : ........ ~ .......... ; ..... 34)57 0 
' 

d. Deferred Retirements .. : .. .' ............. : ..................... 5;252 318,276 

e. Refund Liability Due to Dooth .. o·r With~rawal . 0 31,651 

5. Total Current Benefit .O_bliga~ions· ......... .' .. ,. : ...... _ ...... • $ 151,256 ' $ 15,952,440 

E. • Expected Future Benefit Obligations ........ : ............................ ; ....... ........ ; ................ :. 

.• I 

F. Total Current an~ Expected Futtire Benefit .Obligatio~s .............. .' ..... : ... : ...... .' .... .. 

G. · Current _Unfunded Actuarial Liability (D5 ·_ A) .: ............... : ............... _ ..... _. ...... : ..... :. 

Total 

$ • 9,280,849 

i36,621 

448~019 

~61,096 

60,946 

$ 5,3~6,498 

· 89,731 

34,757 

,323,528 

3J,651 

$ 16)03,696 

$ 3,154,321 • 

$ 19,258,017 

$ (1,280,483) 

61 

H. Current and Future Unf~nded Actuarial LiabHity (F - C) .; .......... ... .... . _.: ....... .-... . : ,$ (95,6,673) . • i1 . 
)>' 
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Determination of Unfunded Actuarial Accrued 
Li~bility (UAAL) and Supplemental Con.tributijo·n Rate 
'"1 u ly 1 , 2003 • , 

• ( Dollar A.mounts in Thous~nds) Actuarial 
Present Value 
of Projected 

Benefits 

A. Determination of Actuarial Ac~rued Liability (AA!} 

1. Active_ Members 

a. Retirement AnnuitieS".. ......................... : $ 8,133,462 

b. Disability B~nefits ...... ~ ......................... _ - 154,007 
' . 

c. Survivor Benefits ... : ........ :..................... 60,053 

d. Deferred Retirements .. :......................... 559,990 • 

e: Refunds Due to Death or Withdrawal. ~ 62,974 

,f. Total ............ : ....... • .................. •................ $ 8,970,486 . 

2. Deferred Retirements 
w~th✓Future Augmentation ........ : .......... . 

3. Fof1?-er Members Without Vest~d Rights .. 
. ~ 

4 .. Annuitants in the MPRIF ............. :.; ......... .. 

: \ 

361,096 

• 60,946 

9,713,507 

5. Recipients Not in the MPRIF .......... >.......... 151,982 

6: Total ........................... :.:............................. $19;258,017 

Actuarial 
• Present Value 

of Future 
Normal Costs 

$1~870,677 

• 60,945 

25,431 

336,788 

107,797 

$2,401,63~ 

$2,4-01,638 

B. Determination of Unfu~ded Actuari~l Accrued Liability (UAAL}. 

Table 4 

Actuadal 
Accrued 

• Liability 

$ ' 6,262,785 

93,062 

'34,622 

223,202 

(44,823) .. 

$ 6,"568_,848 

361:096 

60,946 

9,713,-507 

151_,982 
----'-

$ 16,856,379 

1 . • AAL (A6) ········ 1. ··~···:'······ .' .................................. : ................ : . .-.·: ....... .-.................... : _ $'.16,856,379 

2. Current 1\ssets (Table 1, Line E4) ..... .-........................................... _ ................ :.... 17,3~4,179 

3. ·, UAAL (B 1 - B2) .............. i .......................... .' .. _. ........ _ ........ ~ .............. ~ ....... :.:.......... . $ _(527,800) 

C., Det_ermination • of Supplemental Contribution ·Rate 

1. Present Value of Futµre Payrolls Through •• , . 
the ·:Amortization Date of July 1, 2033 ............. '. ........ : ............... ..: ...................... ~ .. $"58,749,696 

2. Supplemental Contribution Rate (B3 7 Cl) ........ \ ..................... : ........................ . . -0.90% 
., 
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I 

_ CIJa~g~s in Unf~nded Actua.ri_al .- Tabie 5 
· ,Accrued ~Liability (~AAL) • 
· Year Endtng Jurie 30, 2003 

( Dolla_r Amounts in Thousands) 

A. , UAAL at ~eginning ·of Year ..... :.:.· ........... : .......................... : ...... : ...... • ............... :............ $ (875,895) • 

'B. Change Due to Intere.st Requireme,its a~d Ctir;rerit Rate· of Funding 
. , . . ., 

- 1. 1':lormal Cost apd Expenses .... : .................. ,. ... ····· :···· .. ·· ····-............. 1 •• • ••• : ................. . $ 277,581 · 

i / Contribution .................. ~ .. : ............................ • ..... ; ......... .' ........ -...... A ........................ • .... : .. . ,,, (305,058) 
- . ,, 

3. Interest o~ A, B 1 and B2 .. : ......... • .. ~~ ····· ... · ............ ; ....... .' ......................... • ................ . (75,619) 

4. Total '(Bl+ B2 + B3) .. : ...... • ..... : .................... , .. : ... ~··· .. ··· ··· .. ···· ............................... . . (103,090) 
j • -

C. Expected UAAL at End of Year (A + B4) ... : ..... • ...... -... : .. -, ..... : ... · ............ : ..... -.-...... ~ . .- ...... _ • $ (978,985) 

D. Increase (Decrease) Due to Actua_rial Losses (Gains) . 
Because of Experience Deviations from Expect~d . • 

. . 

1. •. Salary Incre~ses ......... :· .... : .. .. :·· .•.• ................... : ....... : .. ; ................................ : .. : .• ....... ..... • .: $ 
-

. (59,162) 

.-.:....2. 
, - . 

Investrpent Return · .............. , .................... : .......... : .............................. ~ ...... : ...... .. ...... , 

3. -MPRIF Mortality _.· .. • .......... ..... ........ ..... '. ... :·.-: ..... _..: .. ~: ... : ...................................... _. ....... . 

• 4. Mof1:ality of Other Benefit Recipients .............. : ...... 1 ...................................... : ...... :. • 
. . . . • . . - . - . ' 

5. · Other hems .............. : .......... • ...... : .......... : .................................... .' ...... : ... ........ : ............ . 

- 580,484 

(14,930) 

, (8,268) 

(46,939) 

6: .Total ..... : ..... .... ... .' ....... : ............................ :.: .................. : .. : ......... : .................. :: ...... ... :.. • $ 451,185 . 
. . 

, E. UAAL a~ End of Year Be(ore Plan Am~n(lnients and ' 
Changes in ~ctuarial Assumption((( + D6) ... ,. ............................. • .... :.: ......... : .... ;--- .. - $ (527,800) 

• F. Change in.Unfunded Actuarial Accrued Liability . 
·nue to .Ch~nge in Actuarial Methods .... :.' ................... . : ... _. : .... ........... : .. ...... ............ _ .. :. 0 

· G: Change.in Unfunded Actuariai Accrued.Liability . 
Due- to-Changes in Actuariai Assumptions ........ , .................. ~: .. : ........ • ........... \: .... • .. , .... -
. . (" . . • 

-0 

H. UAAlfat End of Year (E + F + G) • .. :~ ...... .' .... : ................. : ...... :~ ............. • .. ·.................... $ (527,800) • 
· ,,,,,-

1· 

. 
/ 
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• Determinati.on of Contribution Sufficie.ncy 
' 11, • • • 

July 1, 2003 

I 

Dollar Amounts in Thousands 
'\ 

A. Statutory C~ntributions - Chapter, 354 

. . . 

·, Percent of 
Payroll · 

1. Employee Contributions .. ................ : .. _. ..... : .... ; ............................. .. .. '... 5.00% . 

2. Employe~ Contributions ................... ;; .. .-............................................... . • 5.00% 
. ' , \' . ' 

--3. Total ...... ~,. .......... : ..... ., .... : .... : ..... : ........... ~ ... · ......... ............ ; .............. ~ ..... ,: .. • 10.00% 
:, 

B. Re~uired -Contributions - Chapter 356 . 

1. Normal Cost 

a. Retirement Ben~fits· ..... --;-;. ........................ : .......... : ..... .. ............... : ... . 7.01% 

b. Disability Benefits ................... :,:. .:. : ..... : .. • ......... · .. , .... : ............. .-... _. .. 0.21% 

-c. Survivor Benefits : ........................ -........... : .... : ....... : ................... : .. . 0.09% 
- I " J 

d. Deferred Ret~ement Benefits .... : ....................... ~··········· ~············ 1.i7%, 

e. Refunds Due to Death or Withdrawal ....... : .................. : ............. . 0.36% 

f. 'J;'otal ... : ... • ....................................... ; .... · ............ ; ...... ~ ........... : ......... . s :s4% 

2: Supple.mental Contribution Amortization by July 1, 2033 of UAAL' -0:90% 

3. Allowance:for Expenses ....... • ...... • .. , ....... ~ .... : ............... : .......... • ............ . 0.43% 

4. • Total ....... • ..................................... ; .. ... • .. -:.; ....... :.· ..... .................. :-.. ; ...... ; .. 8.37% ; 
-

C. Contribution Sufficiency- (Deficieney) [A3 - B4) ............................... . 1.63% 

Note: Projected Annual Payroll for Fiscal Year Beginning .on July 1, 2003 is: · 

-

Tab_/~ 6 ·• 

Dollar 
Amount 

$ 158,163· 

. 158,163 

$ 316,326 

$ _, 221,706 

· 6,615 • 

2,779 

, 37,070 

11,413 

$ . 279,583 

(28,468) 

13,601 

$ 264,716 • 

·s.1,610 

· $ 3,163,057 

.~ 
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Dollar.Amounts in Thousands 

Aggregate_ Accrued Liabilities 

(3) 
' (2) . , Members 

- Valuation (1) Retirees (Employer . 
as of • Member and · . Financed -

June 30 ~ontributions Beneficiaries Portion) , • 

1994 970;813 ... 3,559,614 4,584,839 
I 

·1995 1,070,347 • 3,,866,694 4,780~582 

1996 1,164,6Sl 4,319,329 4,882,188 
- ,.. 

1997 1,252,843 - 4,808,918 · 4,901,876 

1998 1,303,006 5~570,230 5,113;916 . 

1999 . 1,321,579 6,751,682 5,186,30.8 
... 

8,055,622 2000 1,354,683 5,392,136 _ 

2001 1,403,755 9,106_,198 5,394,031 

2002 1,483,243 9,555,364 · _5,464,492 
' 

~ 

2003 t561,048 ' 9,713,507 -S,581,824 

• I 

·-

Actuarial 65 

Portion of Actuarial 
/ Accrued Liabilities Co.vered 

' ' by Reported Assets . 

Valuation 
Assets (1) ,(2) '(3) 

7,611,935 · 100% 100% 67.2% 
---

8,348,124 100% . 100%_ 71.4% 

9;541,221 100% 100% 83.1% ' 

11,103,759 100% • 100% 100.0% 

12,727,546 100% . 100% 100.0% 

14,011,247 • • 100% • 100% 100.0% 

15,5?3,J51 ', ·100% 100% 100.,0% -

• 16,834,024 100% 100%' 100.0% . . . \ 

17,378,994 100% 100% 100.0% 

. 17;384,179 100% 100%· • 100.0% 

··~-

)> 
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' ' 
Schedule-of Active Member:Valuation Data 

I - (Dollar Amount; iri_ Thousands) 
Year $ $ 

Ended Active : Annu~l Annual % Increase in 
June 30 Members . ·covered Payroll · Average Average Payroll 

. I 

1994 66,514 ·2,104,578 ·31,6,41 · 2.1% 

1995 67,558' • 2,197,262 32,524 2.8% -
I 

1996 68,490 2,252,383 ·_. 32,888 1.1 % 

1997 • I 68,554 -2,359,011 34,411 4:6% 

1998 · 68,247 . 2,422,9~8 _•. 35,503 3.2% 

1999 68,613 ' ' 2,625,254 >- • 38,262 7.7% . 
~ 

2000 70,508. 2,704,575 • 39,249 . 2.6% 

2001 · 71,097 2,812,000 39,552 0.8% 

., 2002 71,690 2,873,771 - 40,086 . 1.4% 

2003 71,~16' 2,952,887 41,060 ,2,4% 

• Schedule ·-of Retirees ,and Beneficiaries . 

Added t~ and R.~moved Fro~ Retirement Rolls 

Added To Rolls Remc;)Ved ·From Rolls Rolls End of Year 
-A vei;age . . % Increase 

Anriual . / Annual Annual Annual in Annual 
1 Fiscal Y' ear Number . Allowances, Number ·Allowances · Number -Allowances Allowances Allowances-

2003 

RetiFement 1,752' 45,213,170 681 • 16,595,867 32;637 $905,702,949 $ 27,_75,l NIA 

pisability 60 838,012 ' 54 1rJ9?,063 560 10,8~9,002· , 19,355 .NIA 
Beneficiaries 278 -6,006,648 J3-6 2,022,035 2,723 58,540,855 21,499 NI~ 

2002 
I 

Retirement 34,974 $946,344,333 -

2001 . 

Retirement 33,757 $861,787,476 

2000 -

Retirement 31,946 $755,036,5°77 · \ ' 

<( 
. . 1999 

Retirement _ 29,749 $620,937,964 

Note: Detailed dat~·on retire~~ and beneficiaries added _to ·and r~moved from tolls is not avail~ble prior ~o. Fiscal Year 2003. 
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-Statistical 

Plan Summary 
June 30 , 2003 

Purpose 

The Minnesota Teachers Ret4"ement Association (TRA) 
was established on July 1, 1931, by the state legislature. ' 
Its purpose is to improve educational-,service and better 

• cornpensite teachers in order to n;iake the occupation of 
teaching in Minnesota more attractive to qualified 
persons _by providing a ret_irement benefit schedule that 

. rewards faithful and continued service. 

Administration 

TRA is mant ged by eight trustees - ~three are statutorily 
appoin,ted and five are elected. The statutory trustees- ar€· 

teacher teaches ori.ly a fractional .pap: 9f a day, sei;vice 
• , credit is gi~en for a full day of teaching service for. each 

five hours taught. .Even though a teacher may teach 
more than five hours per day, riot more than one~day of 
·seryice credit can.be earned on ariy-day. No more than . • 
one yeat of service credit may be earned during any -
fiscal year. _• -

Fin.ancing 

Benefits arefinanced by employee contributions, 
employer contributions, investment earnings and 
.turnover gains . . Turnover gains are employer _ 
contributions released to th~ furid when members take 
refund& of their own contributions. • the Commi~sioner ofEducati~n, .the Commissi~ner of --

Finance and a representative of the Minrie~ota School 
Bo~ds-Associa~ion.· Fo~r of t~e five ele~t~d tru~tees ~~ •. Employee Contributions 
active members and one 1s a retiree. Adrmmstrative • • . • ) 
managem~nt of the fund is vest~d iri an Executive ' . TRA members pay a percentage of their gross annual 
Drre~tor wp.o is appointed by tlie· Board of Trustees. The salary .as deteimineq by thc?ir membership. plan. Basic 
Board also contracts with-an actu_ary ·and .uses legal Plan members_ (without Social Security coverage) 
coun_sel l?rovided by the office of the· Attorney General. contribute 9 percent of their annual salary while 

• Coordinated Plan members ( coordinated with Sqcial. 

Membership _ , 

All teachers employed in, public element~ and 
seconqary schools, joint powers, charter schools and all 
other educational institutions maintained by the State of • 

,Minnesota (except those teachers_ employed by the cities 
of Minneapolis; St. Paul and Duluth, or by th~ University _ 
of Minnesota) are required to be.members of TRA. 
Teachers employed by Minnesota State Colleges and 
Universities (MnSCU) have a one-time election to join 
TRA. No Minnesota state coll~ge or university teacher 

, is a member except for-purposes.of Social Security 
coverage if that teach~i h~s coverage by the Defined 

· Contribution Retirement Plan administered by the ' . ' - . 
.MnSCU Boar_d. 

Retirement Service Credit 

Service credit for benefits is earn~d from teaching service 
• performed on a full-time, part-time or substitute b~sis up'. 

to a maximum of 170 full days per fiscal year (J1+ly l -
June-30). Service credit may also be obtained by using· 
"paid accuID:ulated sick leave or by pi{rchasing.service for 
a qualified leave of absence. If a teacher teaches less -
than 170 full days, fractional service credit is given as the 
~atio of the number·.of full_ days _taught to 17Q. If a 

Security coverage) c~ntribute· 5 percent.of their annual 
salary. _ • • 

En:,plo.yer ~ontribution~ _ . 

Local school districts and other '!RA-covered employer 
units pro~ide contrib~tions of 9 ·percent of total salary 
for members in the Basic Plan and 5 percent of total 
salary_ for ~embers in the Coordinated Plan. For 
Coordinated Plart membe!s the employer unit also makes 
the required matching contribution to~ the Social Secµrity 
Administration. • 

Purchase ·of-Pr.ior Service Credit · 

Vested members may elect to purchase eligible credit for 
prior military service, maternity-leaves or -maternity breaks 

1 in service, out.:.of-state teaching servi~e, Peac,e Corps or 
VISTA servic;e? or private/parochial school service. 

. All or a portion of thei,r eligible prior· service may be -
purchased. The -cost of the service is based on an . _ 
actuariai methodology recognizing both an increased 

• future-monthly benefit and the expectation that the 
member will retire earlier than had been previously 
assumed. The present actuarial cost formula,to purchase·· 
service credit'is set to expire ?n May '16, 2004. 
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Retirement Benefit 

• The retirement benefit is determined by a formula based 
on the average of the:member' s highest five _successive 
annual salaries, an accumulated_ percentage factor based 

. on the total y~ars of service credit, and the member's age 
at retirement. The retirement benefits for members who 
were first hired before July -1 ; 198~,_are -different from 
the retirement benefits for :rriernpers who were first hired • 
after June 3_0, )989. -

\ Befo(e Ju.ly 1, -198~: • .f 

. For members first hired before July 1, 1~89, the retirement 
benefits (with average -salary· defined as the average of 
the highest five successive annual s~larie~) are the • 
greater of" 

1.2 percent of average·sa_lary for the first 
10 years of allowable service ai;id L7 perce~t 
of average salary for each subsequent year 

' of allowable service with a reducti~n of . - .. 
0.25 percent for each m<;mth the meinberts 
under age 65 at the"time ofr.etirement (or ·· 
under. age 62 wi~h 30 or more years of 
allow.able service) and no reduction if age 

. plus y-ears of allowable service totals 90 m 
mor.e. 

·.oR -

i.7 percen~ of average salary for ea~h year of 
allowable'service with augmented actuarial • 
reduction ( appro).(imately 4:0 p~rcerit-'-· 
5.5 percent per-year) for each month the 
member \S under age 65. 

Eariy retirement benefit eligibilitj is age 55 with 3 or m~re 
years of aUowable service or a_ny age with at le·ast 
30 years·of allowable service when using the smaller step 
percentage factor. • 

For Basic system members (those without Social Security 
coverage) the formula. percentages_ are 2.2 percent arid 
2. 7 ptrcent rather than the 1.2 p~rcent and 1. 7_ p~rcent 
shown for Coordinated system members (those with 
_Social Security coverage) . . 

I 

Statistical 
. \ 

After Jun_e ~o, 1989 

- For members first hired after June 30, 1989, the retirement 
benefits (with average salary defined as the average of 
t_he highest five successive anmial salaries) are as 
follows: 

. 1. 7 per~ent of average .s~lary for each year of • 
allowable service with ~ugmented actuarial \. . 
reduction_ ( qpproxiinately _4.0 percent~ 
5.5 percent per year) for each month the. 
member is under the full Social Security 
retirement benefit eligible age b1:1t not to 

., • exceed age 66. Under current federal law, the 
retirement age for full So~ial Security 
retirement benefits is .age 65 for persons born 
in 1937 o~earlier. For persons bom'in 1938 
• to 1942, Social Security gradually increases . 
the retirement _age tor full Social Security' 
benefits until it reaches age.66 for those 
p_e~sons born in 1943 to 1954. - ..:.. 

Early retirement benefit el~gibility is age 55 with 3 or more 
years of allowable service-. • • 

Deferred Retiremen_t 

Members with three or more years of allowable service 
(ten or 1;1ore years of allowable service: if termin~don o_f 
teaching service occurs before July 1, 1987, arid five or 
more y·ears of allowable service if temunati:on of · , 
teaching service occurs after June 3 0, 19 8 7, but before 
May 16, 1989) who terminate teac_hi_ng servic~ in ~~hools 
covered by the association may have their retirement 
benefit deferred until ·they att~in ag~ 55 or older .. 

Their benefi~ is augme~ted by 3 percr nt inter:est 
compounded annµally until January 1 of the year 
foliowiug attainment of age 55 __ and 5 percent ther~after 
until the retirement benefit begins. , 

" • 
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·Annuity Plan Options 

Six different annuity plan options are available to TRA 
members,provid~ng monthly benefit payments for a~ long 
as ~he annuit_ant lives. Plan A-1 provides the highest 
possible·monthly benefit, but terminates upon the 

• member's death_. A member may choose to provide 
survivor benefits to a designateq. beneficiary(ies) by 

• selecting one of the five plans whlth have survivorship 
features. 

· 1. Life Pla~ A-:- 1, For Life of Member: 

2. Life Plan B- l, Guaranteed Refund· 

3. 'Life Plan C-3~ 15-Year: Term Certain and 
Life Thereafter • 

4. Life flari E-i, 100% Sui:vivorship w~th-
Bounceback • 

5. Life Plan E-2, 50% Survivorship with 
• Bounceback . 

6. Life Plan E-3, 75% Survivor~hip with 
Bou'nceback 

Post ~und Increases . 

The required reserves ·neeaed to.pay retirement benefits 
ar~ transfeiwd from TRA'·s regular assets to the 
Minnesota Post Retirement Investrrieht Fund (Post Fund) 
at the time of retirement. Each year, the Post Fund may 

. provide a bent?fit adju'strrient that is based on two • 
co!Jlponents: 1) th~ increases in the cost of.living as . 
reflected by the ConsulJ!er Price Index ( CPI-W), and 
2) the investment performance of the Post 'Fund 
portfolio. • 

The cost-of-living.component is paid up to a maximum of 
2. 5 percent based on the CPI:. W increase determined· at . 
the ·end of each fiscal year for the preceding 12-morith - ' 

'period. The cost-of-living conwonent is paid each year 
regardless of the aihount·of investment return. • 

Ail investment-based component is paid if ·investment 
returns exceed the amount needed to pay the cost-of
living component and to cover the 6. percent earnings 
assumption that detern:iin~d the .original. benef~t at 
retir~ment. 4 Investment gains and losses are smoothed . . 
over a five-year p'eriod. If a net investment loss. results 

' ' 

/ 

from the five-year smoothing ca.lculation, ~Q-investment~ 
based-co_!Ilponent is paid. Additionally, ·any 
accumulated investm'.ent}osses trom prior periods must 
be recovered through future i~vestnient gains before any 
investment-based comporrentis paid. • • 

There is a gu~antee that benefits will never' be 
decreased below the original amount.established at • 
·retirement ·as adjusted by the annual increases. 

Com~ined, s·ervice. Annuity _ 

/ 

Any vested member ha_ving combined service credit with 
any two ot more Minnesota public 'retirement funds that 
participate in the combined service annuity program, 
may elect to receive a combined service annuity upon 
compliance with eligibility requirements for retirement,. 

Refunds · 

Upon termii:iati~n of teacJiing se~~ic,e and application; 
TRA will issue·a refond of a member;s accumulated 
contribu,tions pl1;1s 5 percent ~!lterest compounded 
annually iftermination occurred before May 16, 1989, ' 
and 6 percent inforest compounded annually if 

/ ' ' ' 

termination occurred on or after May 16, 1989. A • 
r~fund will be issued ·only ~f the mem1:-,er has officially 
resigned from ·employment and the official refund • 
application form is submitted no sooner" than 30 days 
after termination of teaching service. 

Repayn,ent of Refunds 

.Members who return to teaching service after previou~ly 
:withdrawing their contributions may repay these , 
contributions upon- completing· two years of allowable 
service. The repayment must in.elude interest of 
8.5. percent, compounded amiually from the date of the 
refund. The ntlmmum portion of a refund repayment i~ 
1h of the. total service credit period for all refunds 
prey1ously tak~n. 

I • 
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Disability ·Benefits 

An active memh~r who becomes disabl~d after at least 
three years of allow~ble service is eligible to ·apply for a . 

.. total and permanent disability benefit provided at least 
two of the required three years of allowable servicel,are 

• ' ' 

performed after.last becoming a member. State statute 
defines total arid permanent disability as the inability to 
engage in any substantial gainful activity by reason of 

. any medically det'ermiriable physical or merit&). • 
1 

. ir~.pairment which can be expected to be of long 
continued and_indefinite duration. · An ..indefinite· 
duration is a·period of at least one year. 

•• Survivor se·nefits 
- . ,. . 

If a'Coordinated ineinber dies befo~e retireni~nt, the total • 
_ am·ount of accumulated contributions plus 6 percent · 
interest compounded annually_is paid to' the surviving 
spouse or, if there is none, to the designated beneficiary . . 
Any survivor benefits payable fro_!Il Social Security are 
in addition to the TRA survivor.oenefjt. In some cases, 
a joint a_nd survivo; annuity (described in the ne~t 
section) may qe selected instead of this benefit. 

' " 
If a Basic member dies before retirement, survivor 
benefit~ are payable to a dependent spouse _arid/or 
dependent children. the.minimum Qenefit is equaf to 
50 percent of the Basic member;_s monthly average salary 
paid in the last full fiscal year preceding death, subject to 
a family maximum of $1,000 per month. In some cases; 
a joint and survivor annuity (described in fhe·next 
section) may be _sele~ted instead .of thi_s benefit. , 

If the meinber is not married and there are no dependent 
children, then the total amount of accumulated ,, ;· 
contributions plus 6:percent foteres:t co_~pounded 

• annually is p-aid-to the-designated beneficiary. 

Btatistica/-

Joint and •Survivor Annuity 

The _surviving spouse of a married-member with at least 
three years of allowable servi_ce credit niay elect to 
receive the joi,nt and survivor annui~y benefit instead of 
the lump sum qenefit. The arinuity._is_payable monthly to 
the · spouse or td a designated beneficiary for as long as 
the spouse or beneficiary liaVes; however, payments 
terminate upon· the death of the spouse or beneficiary 
with no remaining .benefits for other beneficiaries. In 
lieu of a lif~time benefit, _only a spouse_may elect to 
receive actuari'ally equivalent payments fora period· • 
certain-of 5~ 10, 15 or 20 years. 

~he amount of the annuity is l;)ased upon the High-Five 
Formula and the ages of the memb_e~ and tq.e spouse or 

. designated beneficiary at the time of the member's death .. _ 
The member's accumulated· deductions and interest plus 
the employer's contributions are us~d to provide the 
benefit. · The surviving spoµse nf an 'eligible member ha_s· 
a choice _of th~ joint and sur,v,ivor annuity. benefit or the 
lump ~uµi benefit. If there 1s· no ~urviving spouse, 
actuarially equivalent payments may be made for a 
period certain for any surviving dependent child under 
the agy of 20. • • 
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~en-Year _Summary of ijevenue 
By Source I 

. . . 

Year Nef 
Ended Member Employfr • Investment . 

June 30 -· · • Contributions 
- '-

Contributions Income Other Total 

· 1994 100,803,239 · 171,854,594 _ - 703,964,661 . 8,752,052 985~374,546 

1995 . J43,535,906 179,671,657 • 659,253,303 553,171 983,014,037 

1996 148,051,326 '184,495,447 1,213,973,588 713,733 1,547,234,094' • 

1997 - ; . 154,160,51~ 191,670,080 ,. • 2,296,019,494 704,736 , 2,_642,554,826 

1998 124,095,573 151,322,830 2,637,948,298 1,329,869 2,914,696,570 
I • • 

1999 132,040,005 130,525,591 1,775,404,067 • 1,587,211 ·. • 2,039,556,874 

2000 ,138,696,271 - 134,418,833 1,555,989,3J3 2,387,928 1,831,492,345 

2001 145,075,284 139,799,40&• (1,244,340,580) 'J,156,295 - • (956,309,593) 

2002 • 152,331,067 142,221,589 . (1,23,6,187,539) _ ,4,488,404 (937,146,479) . 

2003 155,577~147 ~ 149,480,510 293,085,074 4,416;910 602,559,641 

Ten-Year S1;,1_mmar_y of Expendit_ures 
ByTyp·e 

Year 
'Ended • Retirement Survivor Disability Administrative 
June 30 • Benefits , • 

1

Be.nefits Benefit's Refunds Expenses ~ , Other Total 

1994 300A8'2,282 4,341,112 4,213,376 -3,5~3,342 3,338·,007 I 614,377 316,572,496 • 

1995 . 328,764,719 5,125,383 4,967,050 4,619,063 3;665,748 2,008,430 349, 150,~93 

. 1996 366,352,840 6,080,640 5,638,668 5,039,8!1 3,835,501 620,477 387,567,937 
I 

4,552,372 J997 414,414,893 6,887,894 - 6,285,354 10,898,914 638,751 443,678,178 
' 

. • ·5,689,067 
• , 

-1998 517,008,277 -. 9,027,669 7,815,166 5,417,370 1,226,839< 546,184,3-88 

1999 602J 76,461 9,891,582 8,869,921 • / 6,271,448 7,976,908 1,764,550 . 636,950,870 ·' 

2000 _ 734,173,055 ' 11,025,836. • • 9,837,686 7,262,919 8,137,983 3,903,3i32 774,340,511 

2001 839,034,887 . 12,222,381 10,530,210 7,~08,838 p,077,7-18 8,460,779 890,934,813 • 

2002 919,648·,266 14,096,110 11,477,973 • 7,~53,363 _12,911,651 i',939,945 . 967,427,308 

- 2003 • 952,017,588 '13,613,284 11,346,039 • 6,656,191 '13,~58,347 1,923,903 998,715,352 -

'\ 
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S~mmaryl of _Change·s in . Membership 
Fi~cal Year ,Ending June 30, -2003 

Active and lna·ctive Members 

Tota_! July 1, ~002 

Additions 

New-hires 

New inaciives from active 

Returns from 1.nacti ve 

Returns from-retired° 

Returns from terminated 

Restored write-offs 

Repaid refunds 

Transfers from nonstatus 

Deletions 

Service retirements 

Death_s 

Refunds 

Writeoffs . 

• 1;'erminated (no refund) · . . 

Returns to active 

Transfers to IRAP 

_System change to: 

. Data adjustme~ts 

Total June .30; 2003 -

Active 
. ' 

Inactive 

• Total 

• Active 
Basic -Coordinated 

• 5 • - 71~030 

5_;275 

-

1,876 

- 505 

- -

124 

(l,40~) . 

(42) 

(311) 

-

(5,079) • 

· -

(5) 

-

(54) 

5 • _ 71,911 
- .--

·Basic . Co.ordinated 
System ·system 

5 71,911 

13 _28,547 
-
· 1s 100,458 

. ' 

Statistical 

. ·Inactive· • 
Basic • • Coordinated,.· 

15 27,687_. 

' 

,-

2 

( ' 

(2) 

(2) -

13-
.::..___ ...._ 

Total -
• 71,916 · 

• · 28,560 

100,476 

-, 

·5,Q79 

37 

75 

253 

.47 -

(408) . 

·(33) · 

(920) 

' (1,371) 

(1,876) 

-

(23) 

28;547 
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. S~inmary Qf Changes i·n· Membe·rship cc·ontinued) 
Fiscal Yearernding Jun·e 30, 2003 

Ann u ita.rits 
1931Law • 

Basic _Systeµi . Coordinated Syste~r 
.• _Men ·· Women Total Men Woll)en Total 

Total annuitants June 3,0, 2,002 

'.Members re.tired during year \ 

_ . Adjustine:µts __ 

Terminated.by death 
I • 

• Tptal annuitants June 30, 2003 
. Annuitants hot receiving warrants 

June 30, 2003 

T~_tal active annhitants June 30, 2003 

1,824 . 2,389 4,213 

0 -3 , 3 

0 -- . 0 0 

___QQ) (128) ' • • (178) 
~~ 

l,774 ' 2,264 4;038 

0 • . • ·1 - 1 
- --

1,774 , • 2,263 • _4,037 
-- -- --

I 

13,438 14,565 . 28,003 

775 976 1,751 -
I 

' . • -40 40 · O 

' {ill) (278) • (489), 

13,962 15,303 29,265 

.. 
(22) • (19) . (4t) : 

13,940 • 15,284 29,22,4 

• Other Annuity Benefits ~aid · 

) 

Active annuitants June 30, 2002 

Members retire1 during year 
( 

Adjustments 
,, 

Terµrinated by death • 

Terminated by law 
, r 

Total ·annuitants· June 30, 2003 
· Annuit~ts hotreceiving warrants 

June 30, 2003 
\ 

Total other. annuitants June 30, 2003 

\ 

/ 

Supplemental 
RelirementAiinuities 

. Men -- Women Total . Men 
57 38 95 , 490 

0 0 0 .. 0 

2 (2) · p 0 

(4) ' q) ' (5) (12) 

0 , 0 0 (5) 
- - - -- - -

, 55 -35 90 473 

_ . _O. ~ - o I . o 90 . 473 55 -35 
-- -- -- . --, 

. 

Former · 
Variable ~ 

Annuities 

Women 
296 

0 

- 0 

(7) 

(3) 
.--. 

• 286·. 

0 

286 , · 

Total . 
786 . 

0 

0 

(19) 

. (8) 

759 

0 

759 . 

-
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Statistical 

" 

s·ummary of Changes in Membership (continued) . 
Fis,cal Year ending June 30, 2003' 

Beneficiaries of Memt)ers 
Deceased Prior to Retireme'nt .· 

' June 30, ~002-

. ~ Granted durF1g yecl! . 

Adjustments. 

Deaths 

Termjnated by law 

Total June 30; 2003 
. . . 

Survivors not r·eceiving wair_ants , 
June 30, 2003 

-.Total Active .~urvivors Ju:µe 30, 2003 

Disabilitants 

June 30, ~002 

Grantec;l during year _ 

Adjustments :-· .. 
), 

Resumed benefits -
I 

Terminated by-death 

Transferred to retirement status 

Resumed employment 

Cancelle9 

Total June 30, 2003 -
Disabilitants not recyiving warrants 

'June 30, 2003 • • 

Joint & Survivor 
Annuities 

Men* Women* Total 
, 401 • • 207 608 
· • 16 ~ . 35 51 

0 0 0 
• (3) (3f (6) . 

. -(6) - (5) (11) 

40.8 234 • 642 
I 

,· o. 1 1 
- , - -
408 . ~ 641 . - ·, 

• C9ordinated ~ystem 
Men ,_ Women Total 
201 -· 353 554 

21 53 · , 74 · 

0 ' ,. 0 ; O· 
~ 

0 0 0 

(5) (18) • • (23) 

- (16) ·(1~) (35) 
_ _. ' (1) . (8) (9) 

0 , 0 . 0 

200 361 '561 

0 (1) (1), 
- · 

Total Active Disabilitants June 30: 2003 200 -~ 56.0 -

Beneficiaries of Retired • Members 

June.30, 2002 

Granted during year . 

Adjustments 

. Deaths 

' Terminated by law 

Total June 30, 2003 
*Gender of member 

'/ , • Basic System 
Men* Women*, Total 
• 280 39 · • 319 , . 

25 - 2 

0 . 0 . 

(6) (3) 

__Q! . - ~i 
296 / 34 

27 

0 

(9) . ~ 
(7). 

330 

I 
' ' 

Survivor Benefits-:-
Basic-Plan 

Other 
. . 

Annuities 
Men - Women ' Total 

5 60 65 

0 0 . . 0 

0 0 0 

0 • 0 . 0 , . 

_o. 0 0 

5 .. 60 _. 65 

O_ 0 0-
-

5 · 60 65 

I.. 

r 

Coordinated.System · 
Men* Women* Total 

949 - 265 ~1,214 

127 36 163 

0 0. 0 

(28) (7) (35) 

(17) (16) • · (33) 
- --

1,031 278 --: 1,309 . 

. ) 
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• ' 

. ' 
Schedule of Benefits Amount Paid 

-. .:_ \ 
For Month of dune 2003 

I ' 

, .Monthly Number ~f Cumulative Cumulative 

Benefit Amount Recipients Total • Percent Percent 

Under $100 - 499 4,194 · 4,194 11.68 11.68 

$. - 500 - 999 · 4,153 • 8,347 11.56 ' - 23.24 --
-$ 1,000 - I 1,499 4,117 12,464 11.46 34.70 

$ 1,500 - 1,999 4,593 17,057 J2.79 47.49 , 
$ 2,000. ~-. 2,~99 4,-922 ·· · 21,979 13.70 , 6i.19 ,. 

$ 2;500 - 2,999 3,931 25,910 • 10.94 72.13 -, 

. $ 3,000 . - . 3,499 3,158 29,068 8.79 80.92 

$ 3,500 - 3,999 2,322 31,390 6._46 87.38 

$ 4,000 . - 4,499 _ 1,565 . 32,955 4.36 91.74 

·$ 4,500 - 4,999 ·1,108 . 34,063 . 3.08 • 94.82 

• $ 5,000- - 5,499 673 34,736' 1.87 • 96.69 

$ 5,500 - • 5,999 ,428 ,35,164 1.19 . 97.88 
. , 

$ _6,000 ~ - 6,499 295 35,459 0.82 . 98.70 

• $ 6,500 -~ 6,999 196 - 35,6~5 0.55 ~ 9Q:.25 

$ 7,000 '" 7,499 . 100 35,755 . 0.28 ' 99_5·3 

$ • 1;500 ~ ~ 1,999· . 63 • 3~,818 0.17 99.70 

$. 8,000 - 8,499 • 40 35,858 0.11 99.81 

· $ 8,500 - 8,999 16 35,874 0.05 99.86 

$ 9,000 - 9,49;9 14 • 35;888 0.04,, · 99.90 -

$ 9,500 - 9_,999 _ • 16 35,904 0.05 . 99.95 

I 

$10,000 an~ ove~ . 16 35,920 · 
. 

0.05 100.00 
I • 
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Statistical 

--
. . 

·$ched_ule _ of Ben~fit ·Recipi_ents by Current Age 
For Month of June 2003 

Number of 

Benefit R~cipients 

8,000 

7;000 

6,_oocr 

· 5,000 

4,000 

3,000 

2,000 

477 
.. 1,000 --j 14 -45 100 , 

0
-1 ·l •l ·I 

0 "Sf' O'I "Sf' 
"Sf' "Sf' 'I' V) 

~ 0 V) 0 
~ "Sf' "Sf' V) 

s 

7,968 

O'I -.:t' O'I ~ O'I 
";) \0 '9 r-- ~ 
V) 0 V) 0 V) 
V) · \O \0 r-- r---

Age as of June 30, 2003· 

"Sf' 
00 

0 
00 

O'I 

~ 
~ 
00 

144, 15 ,, 
"Sf' O'I • O'I 
O'I . O'I O'I 

o iA ~ 
O'I O'I ;;,-

0 

1 1 •• .· • Benefit Recipients b}" EffectiVe Date of Retirement . • 

I 

L I 
t • 1- -

L 

tJ 

L 

L 
L 

• L_J 

u 
LJ 

L 

For Month of June 2003 

Number of 

Benefit 

Recipients 

12,000 • 

10,009 

8,000 

. - 6?000 ~ /. 

4,000 
. 1,626'· 

2,000 -j . ,, . , 624 • 

O" ' ' ; s, • .• 
"Sf' O'I "Sf' O'I -"Sf' O'I 
V) . V) \0 \0 r--

~ \ 0 I 0 I 0 V) V) V) 
V) V) \0 \0 r-- r--
O'I ' O'I O'I O'I O'I O'I - - - - - -

"Sf' O'I 
00 00 

I . I 
0 V) 
00 00 
O'I O'I - -

Effective Date of Retirement 
J 

• 10,678 

"Sf' O'I Cl) 

O'I O'I 'O 

0 J.i. 0 
0 

O'I O'I · N . 
O'I O'I - -

77 
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-·schedule o·f New Retirees arfd Initial· -Benefit- Paid 
- For the Seven Fiscal Years Ending June 30, 2003_ 

Years of Formula Service 

• Fiscal Year - <10 · 10-15, _ 16-20 21-25 - . 26-30 Over 30 Total 
I 

1997 
Avg. Monthly Benefit _ $190~02 • $620.88 $943.52 $1,403.79 $1,928.56 - $2,633.81 $1,856;00 
Number of Retirees 189 • 108 145 212 286 843 1,783 -

1998 
Avg: Monthly Benefit _ . $220.86 $674.83 $1,058.85 $1,544.28 $2,216.02 $2,959~73 $2,128.26 
Number of Retirees 191 , - 131 144 232 - - 306 983 1,987 

r 

1999 ' 
' ·Avg. Monthly Benefit - $243.40 - $696.37 $1,217.30 $1,664.26 $2,406.11 $3,2Q4.73 '$2,526.67 

-, Number of Retirees 172 - 148 - -191 231 420 1,716 , .2,878 -

· 2000 
\ ·, ' 

. Avg. Monthly Benefit' :$233.4,3 $_6.68.46 . - -$1,164_.27 $.1,660.98 • $2,343·.63 ._$3,115.03 $2,229.47 
.. Number of Retir'ees , 244 -234 190 -269 .432 1,398 2,677 

2001 
·Avg. Monthly Benefit $212.99 I $739,68 $1,114.17 $1,743.43 $2,523.15 $3,262.12 ,$2,312.3 ,1_ 
Number: of Retirees 236 - 191, - - 175 245 3.62 1,125 2,334 

--

2002 
Avg. Monthly-Benefit .$242.38- $777.25 $1,246.91 $1,637.71 $2,297.50_ $3,136:64 $2,089.22' . 

• Number of Retirees 249 172 - 138 203- 201 813 1,776 

. 
- 2003 

Avg. Monthly Benefit $248.87 -$758.32 ~ 1,241-.55 $1,604.95 . $2,450.79 • $3,204.33 $2,265.77 . 
Number of Retirees ·, 2f3 147 - 129 162 191 · 9il 1,753 

- ' 
\ 

·-
" I! 
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- D-istri"b~~ion of_ TRA Benefits · 
r ' Maiiihg Address of. Benefit R~cipient 
r 1 

fl 

. r I 

l J 
r I 
I 

I r 
I 

·I 

I 

,I 

. l 

l 

-L 
· r 

·t 

l 
l 
L 

L 

~ 

L-

L. 

/ 

- _ Janu-ary 2003 Total Recipients: 35,719 

• ' • . 

·~ 

Note: 34 recipient_s reside outsicf,e the· United States 
,, - .... ' 

,::;;,~~o'7 

l 

·-Distribution of TRA . Benefits 
• • • I• • • • • , • P 

Mailing. Address of- B~nefi~ Recipient ._ 
• June2003 

,::;:,~~,,o 

. . . 

0, -

~ '0 

0> 

Total Recipients: 35,920 

Note: 38 recipients reside outside the United States 

\ 

, I 
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80 Statistical 

·.sche.dule ~f J~enefit Recipients by type -
For M.onth of June 2003 , ~-

Type of Retirement 

Monthly Number of 

Benefit . Amount Recipients Regular . · Disability Beneficiary 
$ -1 - $ 250 , 2,017 • 1,833 . 30 154 .. 
$ 251 - $ 500 2,177- 1,.889 51 237 
:$ 50;t - $ 750 2,030 , . 1,733 43 254 

, $ 751 $ 1,000 - 2,124 1-,846 49 229 ' 

/ '$ 1,001 - _$ 1,2~0 2,038 , • 1,748 52 , 238 
· $ '1,251 - $ 1,500 2,079 1,791 45 243 

• $ 1,501 ·- $ 1,750 •. 2,!56 . 1,998 42 ' 216 
$ 1,751 - $ 2,000 2,339 2,087 51 201 _ 
,$ 2,001. - $ 2,2501 . 2,576 2,352 • 54 170 
$ 2,25.1 • - $ 2,500 ' 2,350 2,166 43 141 
·$ 2,501 ' - $ 2;750 2,119 1,962 37 120 

_ $ 2,751 - $ 3,000 1,829 1,703 ,27 - .99-

$ ~,001 - $ 3,250 1,679 -1,595 ', 12 72 
$ 3,251 $ 3,500 . 1458 I 

' ' 
1,379 • 9 · I 70 

$ '3,501 $ ·3,750 1,251 . 1,192 4 · 55 
$ 3,751 $ 4,oOO 1,071 . • I , 

i ,032 . 3' 36 
' $ 4,001 $ 4,250 ·877 846 2 · 29 

$ 4,251 '$ ~,.500 686 658 2 . 26 
$ .4,5o.i - • $ 4,750 598 568- O · 30· 

- $ 4,751 $ 5,000 510 496 1 13 
· $ 5,001 $ 5,25_0 385 '366 1 18 
$ 5,251 . ·$ 5,500 287 273 1 . 13 

• $ 5,501 $ 5_,750 224 413 0 - ·11 
$ 5;7§1 $- 6,000 204 198, • - 0 6 
$ 6,001 $ 6,250 , • 165 · 152 • I 0 13 
$ 6~51 - $ 6,500 130 -· 124 .0 6 -
'$ 6,501 - -$ 6,750 · 110 104 · 0 6 

. $ 6,75°1_ ~ $ 7,000 
. ' 

86 82 0 4 -
$ 7,001 • - $ 7,250 , 50 47 0 

r 

3 
I $ , 7,251 - $ 7,500 50. 49 0 1 

$ 7,501 - $ 7,750 40 ~4 · 1 5 
$ 7,751 $ 8,000 · 23 22 0 1 
$ 8,001 - $ 8,250 22 22 0 ·O . 
$ 8,25.1 $ 8,500 18 18 0 0 

,, 

~· 8,501 $, 8,750 6 ' 5 0 1 
- $ 8,751 $ 9,000 iO • 10 0 0 

$ 9,001 '$ 9,250 9 
,. 

8 ·o 1 ,. 

$ 9,251 _, $ 9,500 5 4 0 1 
$ 9,501 - '•$' 9,750 -Jl 11 0 0 
$ 9)51 _ - $10,000 5 5 0 0 

• - $10,001 and over 16 • 16 0 ' 0 
Total - · 35,920 • 32 6'37 ' - • 

560 2,723 
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f7 D.istribution • of Active Members 
r~ As of _June.30, 2003 

Years of S~rvice • 
Age <1 • ,1.4 1 • • . 5-9 10-14 15-19 20-24 • 25-29 3·0+ All •-

r ~ ~-
,<25 l,225 - • 839 0 0 0 0 - 0 0 2,064 

I I • - . 25-29 1,503 I 6,299 • 1,153 ·O 0 o· 0 0 8,955 _ 

l l 30-34 640 3,143 4,714 671 0 0 0 0. 9,168 
./ 

r , __ · 35~39 630 1,772 2,~32 2,989 401 · • 0 0 0 8,224' 

• 40-44 839 •. 1,722 1,568 . 1,~66 • _ 2,302 321 0 • 0 • . 8,618 

I' I 
I 

45-49 728 1,479 1,567 1,426 • 1,578 2,194 I 7J7 ·. 0 9,700 . 

I 
I 

50~54 • • _581' • 1,301 1,362 .. • 1,529 1,506 l,927 . · 3,459 1,468 12,833 

I I 55-59 542 700 735 ·g55 1,001 • 945 1,506 2,968 9,252 . 
-

60~64 •. 275 350 ,, 280 237 , • 298 - 327 3~2 394 2,493 
I 

65+ I · • • 192 • -161 66 46 35 29 . ' · 27 53 609 
, · 

All . I 7,-155 17,757 , 13,877 • 9,619 7,121 _ 5,443 6,061 - - 4,883 71,916 
I I 

~-
-

I 
• I ; Averag_~ Ann'1al Earnings ··oi ~ctive.·Members 

For Fiscal Year Ended June 30, 2003 , 
I 

I ; I 
· Years of. Service 

,\.ge 1 · < .1 • 1-4 5-9 · 10-14' 15-19 20-24 25-29 30+ • All 
' l I <.25 · . 

I . j' ,, . 21,564 28,0~7 ' • 0 0 0 . 0 . o 0 24,191 

25-29 • 19,191 28;689 37,650 o· _. o 0 0 0 28,249' 

L J • 

30-34' 24,260 --. • 29,046 38,W8 • • 46,725 0 0 0 0 . 34,665 
I ' 

L : 
35~39 18,344 28,554 38,631 46,879 . 53,518 0 o · 0 38,629 

I 

40-44 20,394 27,422 . 38,921 47,505 53,427 54,38_0 •• 0 0 41,129 
1, 

'45-49 13,546 26,468 . 38,7.68 .• 47:865 ' 52,038 54,954 . · 58,548 • ·o 43,671 
I 

Ll 50~54 12,l99 25,637 37,979 ; 46,640 . 53,603 56,768 57,514 59,166 48,497 _, 
I 

56,550 
' L

· , 
55-59 -8,874 22,754 37,032 • 45,555 . 54,256 60,487 60,-806 .50,391 

. I· 

u. 60-64 . 8,231 17,431 -.28,221 · 43,034 . • 53,708 58,278 63,742 67,701 43,868 

L. , 
65+ ·- • 7,182 · 9,019 • 19,103 - 37;509 55;534 . q0,417 60,877 73,446 . 24,712 .. 

All .. 177450 27,543 37,969 46,841 ,53,300 55,968 . ; 58,735 - 61,007 40,734 
-~ .. LJ JJ . y •• 

....: 

LJ 

L~ 
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Ten-Year Summ~ry of Membership 

Year.Ended Active 
June30 - ,Members 

1994 · 66,514 

1995 ' 67,558 
I -1996 :· 68,490 

1997 68,554 

1998 68,247 

. 1999 68~613 

2000 70,508 • 

, 2001 71,097 
r ' 

2002 71,690 

2003 • · . 71,916 

•• • Tea:,-Year Summar_y of Membership 

I 80,000 \ 

70,000 
· 1. 

• 60,000 

50,000 

40,000 

- - ,..... . 
- - - -

l··· 

., ("f') 
0 
0 
N 

In.active_ 
Members -

20,901 

• 21,514 

. 22,211 

• 23,009 

23,907 

25,822 :-

. 25,208 

27,256 

27,702 

28,560 

'-

./ 

Benefit 
Recipients 

22,137 

23,168 

24,307 

25,681 

27,228 

29,749 

31,946 · 

33,757 

34,974 

36,199 

□ Inactive Members 

■ Benefit Recipients 

□ Active Members 

\ 

/ 
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Schedule of .Parti~ipating Employers 
As of June 30, 200~ 

Independent Schoo! Districts (340) 

Ada-Borup #2854 
Adrian#511 

• Aitkin#l 
Albany#745 
·AlbertLea#241 
Alden#242 
Aiexandria #206 

• Annandale #876·-
Anoka-Hennepin #11 
Ashby #261 • 
Atwater-Cosmos-Grove City #2396 
Austin#492 
Badger#676 
Bag~ey#l62 
Balaton#411 
Barnesville #146 

• • •f 

. • Barnum#91 
·Battle Lake Public ~chools 
Becker#726 
Belgrade-Brooten-Elrosa #2364 
BellePlaine#716 • 
Bellinghaµi #371 
Bemidji#31 
Berison#777 
Bertha-Hewitt #786 
~igLake#712,7 
Blackduck #32 
Blooming Prairie #7 56 
~loomington #271 
Blue Earth Area Public Schools 
BOLD#2534 
Braham#314 

• • Brainerd #181 · 
Brandon #207 . 

. Breckenri1ge#846 
Brewster #513 
Brooklyn Center #286 
Browerville#787 
Brown; Valley #801. ..:- -. 
Buffalo #877 
Buffalo Lake-Hector #2159 
Burnsville #191 
Butterfield #836 
Byron#531 
Caledonia #299 
Cambridge-Isanti #911 
Campbell-T~tah #852 
Canby#89l 
Ci;tnnon Falls #252 
Carlton #93 , ' 

I , 

Cass Lake #115 
:-- . Cedar Mou~tain #27 54 

. Centennial #12 
Chaska#l 12 • • 
Chatfield #227 
<;:his ago Lakes Area #2.144 
Chisholm #695 
Chokio-Alberta #771 
Clearbrook-Gonvick #2311 
Cleveland #391 
Climax~92 
Clinton-Graceville-Beardsley #2888 
Cloquet#94 
Columbia Heights #13' 
Comfrey Public School 
Cook County #166 
Cromwell #95 
Crookston #593 
Crosby-Ironton #i82 
Cyrus#611 , 
Dassel-Cokato #46_6 
Dawson#378 • • 
Deer River #317 
Delano#879 
Detroit Lakes #22 
·Dilworth-Glyridon-Felton#2164 
Dover-Eyota#533 
Eagle Va11ey#2759 
East Central #25 80 
East G!and F9rks #595 
EdeI1Pr~efl272 

.- Eden Valley #4~3 
Edge_rton#581 
Edina#273 
Elgin-Millville#806 
ElkRiver#728 

. Ellsworth #514 
Ely#696 
Esko#99 
Evansville #208 
Eveleth-Gilbert #2154 
Fairmont-Ceylon#2752 , 
Faribault#656 

- Farmington #192 
~ _'Fergus Falls #544 

Fertile-Beltrami #599 
FilhnoreCent:ral#2198 . r . 

Fisher#600 
Floodwood #698 
Fqley#51 
ForestLake#831 

1 

Fosston #601 
F~azee#23 
• Fridley #14 

Statistical . 

Fulda#505 
Gibbon-Fairfax-Winthrop#2365 
Glencoe-Silver Lake#2859 
Glenville-Emmons #2~86 
Goodhue#253 
Goodridge#561 . 
Granada-Huntley-E Chain #2536 
Grand Meadow #495 
Grand Rapids #318 
Gr~enbush:-Middle River #2683 _ 
Greenway Schools#'? 16 
_Grygla#447 
Hancock #7 68 
Hastings #200 • 
Hawley#l50 
Hayfield #203 
Hendricks #402 
·Henning #545 . 
Hermap. #264 
Hermantown #700 
Heron Lake-Okabena #330 
Hibbing#701 
Hil1City#2 . 
Hills-Beaver Creek #671 
Hinckley-Finlayson #2165 
Holdingfor<l:#738 . 
Hopkins #270 
Houston #294 
Howard Lake-Waveriy~Winsted 
- #2687 
Hutchinson #423 • 
International Falls #3_61 
Inver Grove Heights #199 
Isle#473 
Ivanhoe #403 , 
Jackson County Cen_tral s ·chools 
J anesville-W a.ldorf-Pemberton #2835 
·Jordan#717 • 
Kas,son-Mantotvjlle #204 
Kelliher #36 . 
Kenyon-Wanamingo #2172 
Kerkhoven~Murdock-Sunburg #77 5 
Kimoa11#739 
Kingsland #213 7 
Kittson Central #2171 
Lac qui Parl~-Valley 
La Crescent #300 • 
Lake Benton #404 

83 
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Statistical 

Lake City #813 
Lake Crystal-W elk:onieMeniorial - . 

#2071 
Lake t>f the Woods #390 . -
Lake Park-Audubon District #2889 
Lake Superior #381 
Lakevie.w #2167 

. Lakeville#l94 
Lancaster#356 

, Lanesboro #229 
Laporte #306_· : 
LeCenter#392 

- ~ 

Le Sueur-Henderson #2397 
LeRoy#499 _ 
Lester Prairie#424 
Lewistoi1'#857 

• LitchfieJd #465 
LittleFalls#482 

~ Littlefork#362 
6 LongPrairie~Grey Eagle#2753 
Luveme/12184 . • 
Lyle#497 
Lynd#415 . 
Mabe_l-Canton #23 8 
MACCRA Y #2180 
Madelia#837 

•• -Mahnomen #432 
Mahtomedi #832 
Mankato#77 

• MapleLake#881 
MapleRiver#2135 

. Marshall #413 

· ' 

Mar&hall County Central #441 
Martin County West#2448 1 . 

McGregor#4 
McLeod West #2887 
Medford#763 
Melrose #7 40 
Menahga #821 
Mesabi East #2711 · 
Mil.aca#912 
Milroy#635 
Minneota#414 
Minnetonka#276 
Minnewaska Area: #2149 
Montevideo #129 
M6ntgoip.ery #394 
Monticello #882 
Moorhead#l52 
Moose L*e #97 

• Mora#332 

,• 

Morris#769 
Mounds View #621 
Mountain Iron-Buhl #712 
MountainLake#173 . . , 
Murray County Centra~ #2169 
Nashwauk-Kw.yatin #319 
Nett Lake #707 

. Nevis#308 
New London-~picer#345 
New Prague #7'.? 1 • 
New Richland~ Hartland-Ellendale

, • Geneva.#2168 _ 
· NewUlm#88 
NewYorkMills#553 

'Nicollet#507 • 
Norman C_ounty East #2215, 
Norman County West#2527 

' NorthBr'anch#138 
North St Paul-Maplewood #622 ,. 
Northfield #659 
Northland Community Schools 
.N orw9od Young America #108 .. 
Ogilvie#333 

. Oklee#627 
·Onamia #480 
Orono#278 . 

, Ortonville#62 -
Osakis#213 
Osseo#279 1 

Owatonna#76l 
Park Rapids #309 
Parkers Prairie #54 7 
Paynesville #7 41 
Pelican Rapids #548 
Pequot Lakes /tl 86 
Perham#549 
Pi.erz#484 
Pillager #116 
Pine City :f/578 
Pine Island #255 
PinePoint#3333 
PineRiver-Backus#2174 

• ' , 

Pipestone-I asp~r #2689 
Plainview #810 -

' Plummer#628 • 
Princeton #4 77 

• Prinsburg:/1815 
Prior Lake-#719 
.Proctor#704 . 
Randolph#195 
RedL,ake#38 

\ 

Red Lake Falls #630 
Red Rock Central #2884 
F,.ed Wing #256 
Redwood Area Schools · 
Renville County West #2890 
Richfield #2.80 . 

• Robbinsdale #28 i 
• Rochester #535 

Rockford #883 
• Rocori-#750 -
Roseau#682 
Rosemount-Apple Valley-Eagan 

#196 - , . 

R9seville#62? . 
Rothsay #850 
Round Lake #516 
Royalton #485 
Rush City #139 
Rushford #239 
Russell #418 • 
Ruthton #584 

• Sartell#748 
SaukCentre#743 -
-Sauk Rapids #47 
Sebeka #8io • 
Shakopee #720 
Sibley East #23-10 
Sleepy Eye #84 
So K;oochiching~Rainy River#363 
South St Paul Special S_chool Dist #6 
So_uth Washington County #833 

• Southland #500 • 
Spring Grove#297 
Spring Lake Park #16 
Springfield #85 . 
St Anthony ff2;82 • 
StCharles#858 • 
StClair#75 . 
StCloud#742 
St Francis #15 
StJames#840 
St Louis County Schools · 
St Louis Park #283 
St Michael #885 
StPeter#508 
Staples-Motley #2170 

• Stephen-Argyle#2856 
Stewartville#534 • 
Stillwater #834 
Swanville #4'86 
Thief River Falls Public Schools 
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Tr.acy#417 
Tri-County #2.35 8. 
Tri-District #6067 
Tri,ton Schools #212~ 
Trum&n #458 , 
·Tyler#409 
Ulen#914 
Underwood.#550 . 
Uriited South Central #2134 
Upsala.#487 
. Verndale #818 
Virgihia#706 
Wabasha-Kellogg #811 
Waqasso #640 
Waconia #110 
Wadena-Deer-Creek #2155 
Walker-Hackensack#113 • 
Warrert-Alvarado-Oslolf2176 
Warroad #690 
·waseca #829 

- · 

Watertown-Mayer#l 11 
Waterville-Elysian-Morristown ISD 
• #2143;\·. · ' • 

Waubun #435 . 
Wayzata #284 
West Central Area #2342 

, West St Paul #197 
Westbrook-Walnut Grove Public 

Schools • 
W estonka #277 
Wheaton #803 
WhiteBearLake#624 
Willmar#347 
Willow River#577 
Windom#177 

• Win-E-Maclf2609 
Winona Area Public Schools #861 
V{ orthingtc:m #518 

. Wre'nshall #100 
Yellow Medicine East #2190 
~umbrota-Mazeppa #2805 

r ! 

' 

Joint Powers Units (40) 

Area Sp~cial Educ Coop 
Bemidji Regional Int~rdist Councii 
Benton-Stearns Education District 
B_order Region Education District 
Carver Scott Education Cooperative 
CentralMNERDC 
Crow Rive~ Spec Ed Coop 
Fergus Falls Spec· EcJ Coop 
Freshwater Education District 
Goodhue County Ed District 
Hiawatha Valley Ec,l Dis.trict 
Intermediate Sch9ol Dist!1Ct #287 
Intermediate School District #917 
Intermediate School Dist #916 • 

-' Lake Agassiz Spec Ed Coop 
Lakes Country Services Coop 
Meeker & Wright Spec Ed Coop 
MetroECSU 1 • .- • 
I\iidstate Educational District 
Midwest Spec Ed Coop 
MN River Valley ~pee Ed Coop 
MN Valley Coop Ctr 
MN Valley Educ District 
North Centr.al Service Coop -
North Country-Vocational Coop Ctr • 
N orthe~st Service Coop . 
Northwest Reg-Interdistrict Council 
Northwest Service Coop • 
Pine to Prairie C~op Ctr 
Resource Training -and Solutions 
Ri verbend Educational District 
Root River Ed Dist 
Runest~me Area Educad.on Dis trict 
South Central Serv Coop 
Southwest/West Central Service 

Cooperativys 
• T~chnology and Information 

Educational Services (TIES) 
West Central Education District 
West Central Migrant Project 
Wright Technical Ctr 
Zumbro Education District 

Professional Organi~ations (1) 

Education Minrtesota 

Statistical 

MN State Colleges 
and Universities (38) 

Alexandria Technical College 
Anoka Techni~al College • 
Anoka-Ramsey Community College 
BeµiidjiState University 
CentralLakes College 
Century College 
Dakota County Techriical College 
Fergus FaHs Community College .: . 
Fond du Lac Tribal and Community 
. -·College 
Hennepin Technical College 
Hibbirig Community_Colleg_e 
Itasca Community Colleg~\ -_ • 
Inver Hills Community College 
· Lake Superior College 
Mesabi Range·<;:ommunity & 

Technical College 
- Metropolitan State University 

Mfnneapolis Community an'"d 
• Technical College 

MN State College - Southeast 
. ·TechniGal 
MN State°Colleg~s and Universities 

BoardOffice • 
MN State Universi~y, Mankato : 

• MN Sfate·University'-Moorhead . 
MN West Community and Technical 

. . , College • 
N ormandale Community College 
North Hennepin,Commu~ty CQllege 
Northland Community and Technical 

-College 
Northwest Technical Coil~ge • 

. • -
Pine T~chnical College 

I Rainy River.Co~unity College_· • 
International Falls • 

Ridgewater College 
Riverlancf Community Co_llege , 
Rochester Community and Technical 

College • 
South Central Technical College 
,Southwest Minnesota State 

•. Uniyersity • . 
St. Cloud State University 
St._ Cloud Technical College 
Saint Paul College -A ~ommunity 

·and.Technical° College , 
Vefmilion Community College 
Winona State University 

/ 
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Charter Sckools (88) Jennings Experiential High School, 
#4031 

• AcademiaCesarChavez,#4073 • LaCrescent Montessoi.i•Acadeiny, 
Achieve Language A~ademy, #40i8 #4054 

AgiiculturaJ & Food Sciences ' Lafayette Charter School, #4050 . 
Academy, #407 4 • • Lake Superior High School, #4046 

ARTECHNICALNorthfield School Lakes Area Charter School,:#4045 
of Arts _& Tech. ~#4091 LibertyHighSchool,#4104 .• . 

. Aurora Charter Scool, #4067 Math & Science-Academy, #4043 
A val on Schoo I: #407 5 Metro Deaf School, #4005 
BlueSky Charter School, #4082 MN Academy of Software 
Bluffview Montessori, #4001 • Te~hnology, #4076 
Cedar-RiversiqeCommunity School, MN Business Academy, #4065 

#4004 MN International Middle School, 
Chiron Charter School, #4_096 • #4078 

City Academy, #4000 M~ ~nternship Center, #4102 
Community of Peace, #4015 MN Transitions Charter School, . 
Concordia Creative Learning #4017 . • · 

_Academy,#4035 / _ NativeArtsHighSchool,#4071 . 
Coon Rapids Learning Center, #4049 Nerstrand Elementary School, #4055 
Coven~nt Academy of Minne.~ota, • New Century Charter School, #4093 

#4981 . , . . - NewCitySchool,#4089 • 
Crosslake Community School, #4059 New Country· Charter School, #4007 

• Cyber-Village Academy, #4025 . New Heights School, #4003 
D1;1luthEdisonAcademies,#4020 . NewSpiritScho~l,#4029 .. 
ECHO Charter School,#4026 New Visions School, #40} 1 

- Eci N ompa Woonspe, #4028 N m1h Lakes Academy, #4053 
·- El Colegio Ch£1!1er School, fl:4057 North Shore Co~unity :School, 
EmilyCharterSchool,#4012 · · #4084 · 

, Excell Academy for HigherLe_arning, Nova Classical Academy, #4-098 
#4068 • · Odyssey Charter School, #4030 

Face 'to Face Academy, #4036 ' PACT Charter School, #4008 . 
Family Academy Chai1er School, , Partner~hip Academy, fuc ., #4097 

#4062 - Pillager Area Charter School, #4080 
Four Directions Charter School, - Prairie Creek Community_School, 

#4052 _ #4090' • 
FriendsbiJ? Academy of Fine Arts, Ridgeway Community Schoo:l, #4083 

#4079 Riverbend Academy, #4066 . 
Great Expectations School, #4100 . Riverway Learning Community, 
Great River Education Center, #4{)!'.l.8 #4064 

Hanska Corru:nu;uty School, #4051 Roch~ster Off-Campus Charter HS, 
Harbor City International, #4085 - #4056 
Harv~st Preparatory Acadell?-y, SAGE Academy, #4087 

#4032 - . ' SchoolcraftLearningCorrimunity, 
, Heart-ofEarthfor Amer. Inqi~n . • #4058 · ' 

: Educ., if4044 • • • • SkillsforTomorrowSr.High,#4006 
High School for Recording Arts, Sojourner Truth Academy, #4038 

#4039 _ - StPaulFamilyLearningCenter, 
HigherGround,#4027 • • #4019 
HOPECommunity Academy,#4070 StudioAcademy,#4061 · 

Tarek Ibp Ziyad Academy', #4099 
Trek North High School, #4106 • 
Trio· wolf Creek Distanc~ Learning: 

#4095 
Twin Cities Acad~my, #4042 
Twin.Cities International Elem. 

School, #4077 
Urban Academy, #4088 
Village School of Northfield, #4021 
Voyageurs Expeditionary School, -_ 

#4107 '· 
Watershed High School, #4092 _ 
William E. McGee Institute of 

·Technology, #4069 
Woodson Institute for Student • 

Excellence, #4086 . 
World Learner School, #40 i 6 
Yankton Country Schoo( #4072 

State Agencies (8) 

i Ah Gwah Ching 
• Brainerd Regional Human Svc Ctr 
MN Correctional Facility, Red Wing 
MN Department ofEconomic Security 

• MN Department of Education I 

MN State Academies 
Perpich Center for Arts Education 

• Teachers Retirement Association 




