
This report covexs the foliowing items:

A. Benefits of the Plan aad Contributions.

B. Assurnptions in Actuarial Valuation.

C. Results of Valuation.

D. Discus sion of Results.

E. Census of Mernber ship and Annuitants.

F. Benefits Being Paid as of June 30, f965.

G, Certific ation by Actuary.

Novernbet 24. 1965

INTRODUCTION

Narne of Associ.a.tion Minne sota Highway Patrol Officersr Retirernent Association

In accordance with Chapter 359 of 1965 Minnesota Laws, an actuarial
valuation as of June 30, 1965 has been made of this retirement association. The
survey cove!s the membership of the fund as shown in the census of members
and survivors of deceased members, which is included in this report. The details
of the benefits under the plan, assets in the fund, incorne of the fund, and mernber-
ship data were furnished by the Association.
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MII{NESOTA I{IGHWAY PATROL OT'T'ICERS! RETIREMENT FTJND

A. BENEFITS OI'PLAN AND CONTRIBUTIONS

The olan provides the folJ.owing major benefits:

1. Retirement Benefit.

a. Requirelnents {or retir ernent:

(I) Age 55 and 20 years of service required for full service
benefit.

(Z\ 10 years of service required for vesting of deferred
annuity benefit with payments to start at age 55.

b. Monthly annuity when rninirnllm requirements are rnet:

(1) $250 per month.

lzl $125 per mcnth.

c. AdditionaL monthly annuity after minimum requiremer'ts
are rnet:

(1) $5 per rnonth for each year of service in excess of 20.

l?l $12.50 per rnonth for each year of service in excess of 10
(after 20 years of service, regular annuity as in (1) is
granted. )

2. DisabiLity Benefit.

a. Requirements:

In Line of Duty: None.

Not in Line of Duty: ).0 years of service.

b. Monthly Annuity:

$250 per rnonth plus $5 per rnonth for each year of service
in excess of 20"
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3, Wj.dc'..vrs and Orphanr s Benefits

a. Active mernber s:

(1) Death benefit before retirernent:

Widow: $75 per rnonth.

Orphans: $45 per rnonth to age 18 for each child
plus $20 per month prorated equally to
such children when there is more than
one orphan.

(Maxirnum family benefit $250 per m.onth" )

l2l Death benefit after retirement:

None (actuarial e quivalent of life annuity rnay be chosen
under an option to provide a widowts benefit).

b. Retired rnember: None.

4. Other De ath Bene{it (Iump surn) : None .

5. Termination of Emplolrment Benefit:

Mernber cont:ibutions returned without interest (except that
after I0 years of servi.ce a deferred annuit y rnay be elecied.)

6, Salary Basis for Benefits:

$5, 000 per year ma-ximurn.

7. Contribrrtions (based on $5, 000 annual salary lirnit):

Member: 7,410 of covered salary

Employer Regular: ll,2% of covered salary

Ernployet Additional: 9,0% of covered salary

Total Z7 .610 of. covered salarY
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B. ASSUMPTIONS IN ACTUARIAL VA]-UATiON

1. Mortality: Uniied States Life Tabies, 1959-67
(White Males and White Females).
These tables were used for both active
and retired members, and for survivors.

Z. - Disability: The rates of disability were adapted from
experi.en.c e of the New York State
Employeesl Retirement System, graduated
and exirapolated as required for this vaLuation'

3, Withdrawal: A rate of with<lrawal of .030 at age 2O

decr easing r:n:i.formly lo z"To at age 50
with no withdrawals after that age.

4. Salary Scale: No prediction of futur e salaries made exc ept
for as surnption that salary at retirement of
recent entrants will be the sarne as that for
members of long servic e.

5. Retirement age: The assurned average age at retirement
for this fund was 56.4.

6. Inter e st: 3fl0, compounded annually.

It is felt that these assumptions are appropriate for the valuation of
this fund on a realistic basis.
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5.

C. RESULTS OF YALUATION

1. Valuation

Normal Co st of Benefi.ts
Accrued Liability

Current Deficit Irorn FulI Funding.

Accrued Liability
As set s in Fund *
LTnfund ed Accrued Liability

Annual Payrnent to Achieve Full Funding by 199?.

)

3,

$ 359,939
7 , 495, 5r4

$ 7,495,5r4
3, L37 , 045

$ 4-, 358, 469

209,904
2<O O?O

569, e43

r30,7 54
359,939
4e0:6e3

$ 126,483
189,724

0

$ 316,zo7

$ 1r3,253

$ 2,240,000

$ z, 484,000

Annual Deposit to retire defic.it by i99? $
Total Norrnal Co st
Total Anr-ual Payrnent $

Minirnum Contribution to prevenr; i;icrease in Deficit.

Interest on deficit at 3% $
Total Normal Co st
Minimum Contribution $

*Income of Fund during fiscal year ending June 30, 1965.

6. Annual Payr o11.

1964-65 Fiscal Year Payroll ($4,800 lirnit) on
which Mernber Contributions Were Based $ 1,806,896

Covered Payroll ($6,000 timit) as of 6-30-65

Member s I Contributions
Taxe s or Rrblic Fund s

Other
TotaI Contributions

Inve strner:t Incorne

(Approxirnate)

Total Payroll (no lirnit) as of 6-30-65
(Approxirnate)

* Data furnished by Association.



D. DISCUSSION OT'' RESULTS

The valuation was made by a method known as the entry age norrnal
cost method. Under this method, the normal cost is deterrnined based on
the age at hire of each member. This nor-mal cost is the annual deposit
reqrrired (using the assumptions outlined in Section B above) to pay for the
cost of each mernberrs prospective benefits over the period frorn his date
of hire to his date of retirement.

The elements of normal cost for this plan are:

Type of Benefit

Servic e R etirernent Benefit
Disability Benefit
V,Iithdraw al Benefit
Survivorts Benefit
Vesting

TotaL Normal Cost

R etirement Benefit
Disability Benefit
WithdrawaL Benefii
Srrrvivorr s Benefit
Ve siing

Total for Active Mernbers

Inactive Member s

R etir ed
Deferred R etired
Widow s
Orphans

Total for Inactive Members

Total Accrued Liabili.ty

Norrnal Cost

$ z8o,79r
z0 , 145

1, i59
37, t9Z
20, o5z

$ 35% 939

This total norrnal cost is 16.l% ot the total covered payroll as of
June 30, 1965.

Vr'hen a retirement plan is fully funded, the fund contains an amount
equaI. to the accumulation (under the actuarial assumptions rnade) of the
norrnal cost for each rnernber from his date of hire to the date of the valuation.
This accumulation is called the accrued liability or the required reserwe'

The elements of accrued liability for this plan are:

1-ypg_91 !g:I.t Accrued Liability

L Active Member s

)

5,005, r?8
)-14, 685

6, t59
332,871
205, A65

5:661, e64

$ i,392,764
lz9,573
284,768

)L LLq

$ 1,83r,550
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A retirement plan which is fuliy Iunded requires future contributions
no larger than the surn of the normal cost of all active rnernbers to pay
for the prospective benefits (if the assumptions made are realized exa-ctly).
To the extent that normal costs have not been paid in the past, a plan is
not firlly funded. The amount by which the plan is short of full funding is
called the unfunded accrued liability of the fund. In other words, the un-
funded accrued liability is the excess of the accrued liability over the actu-al
assets of the fund.

The amount of annual contribution which would be required to pay each
yearts normal cost and elirninate the deficit by 1991 is the rrtotal annual
pa;rment shown in Section C of this rePort.

The deficit in the fund will increase unless at leasi 3% interest on the
deficit is paid each year in addition to the norrnal cost. The sum of these
two amounts should be regarded as the minimum annual contribution to the
fund in order to keep the deficit at its present size. Ttris "rninirnum contri-
butionrt is shown in Section C of this report.

-7 -



E. CENSUS OF ME}IBERSI{IP AND ANNUITANTS

Following is a sumrnary of membership and survivors o{ deceased
member s a-s of June 30, 1965 :

Nurnb er

Active Member s

Deferred Annuitants

Service Retirements

Disabled Members

Widows of Deceased Members

Children of Deceased Mernber s

376

9

50

2

L4

8
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-t. BENEFI"S BEING PAID AS OF JUNE 30, I955"

Number

Service Retirements

Disabled Members

Widows of Deceased Members

Childr en. of Deceased Members

Total

50

?

L4

8

Monthly BenefiJ

$ 9, 9:s. oo

.133.00

1,470.52

235, CO

$ rz,073.52

$ t44,Bgz.24\iEquivalent Total Anmral Benefit
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