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Board of Trustees
State Ernployees I Retirernent

As sociation of Minnesota
Centennial Office Building
St. Paul, Minnesota 5510I

Gentlernen:

We are pleased to transrnit herewith our report on the actuarial valuation
of your Retirernent Systern rnade as of Decernber 3L, L965,

Pursuant to Contract No. E-9211, under which this valuation was author-
ized, the actuarial valuation was carried out on the basis of. a 3To interest
rate assurnption and on the basis of the other actuarial assurnptions set
forth in our report subrnitted to the Board on Novernber I2, L965, A1so,
in accordance with the above noted contract, we utilized the entry age
norrnal cost rnethod.of funding to deterrnine the unfunded accrued liability
of the Systern"

We hereby certify that the actuariaL valuation of the State Ernployeesr Re-
tirernent Association of Minnesota rnade as of Decernber 3I, 1965 was
carried out on the basis of accepted actuarial rnethods and procedures and
that the results of that valuation indicate that the contributions required
frorn the ernployees and frorn the State under Minnesota Statutes I961,
Chapter 352, as presently constituted are adequate to provide the benefits
that will be paid frorn the Systern.

W'e look forward to the opportunity of discussing this report with you at
your convenience"

Very truly yours,

COATES, HERFURTH & ENGLAND
Consulting Actuaries

ttIe, I."

RHL;th
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REPORT ON

ACTUARIAL VALUATION

OF THE

STATE EMPLOYEESI RETIREMENT ASSOCIATION

OF

MINNESOTA

AS OF

DECEMBER 3 I, 1965

SECTION I

INTRODUCTION

In accordance with Contract No. E-9ZI I between the State of Minnesota

and this firm, we have cornpleted the actuarial valuation of the State Ern-

ployeesrRetirement Association of Minnesota as of Decernber 31, L965.

The Executive Secretary of the Association furnished us with detailed

employee information on all active rnernbers, inactive rnernbers and retired

rnernbers of the Associatlon as of Decernber 3I, I965, The following

schedule shows a surnmary of the rnernbership on which the valuation was

bas ed:
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Male

tr'ernale

TotaI

With Vested Rights

Without Vested Rights

Total

Age and Service Retirernent

Dis abil.ity Retirernent

Survivors

Deferred Retirernents

TotaI

SUMMARY OF MEMBERSHIP

DECEMBER 3 i, L965

ACTIVE MEMBERS

Nurnber

T6,854

14,542

3L, 396

]NACTIVE MEMBERS

Nurnber

3ZZ

4,743

5,065

RETIRED MEMBERS

Nurnb er

Annual Saiary

$ BB, 114,648

47,490, 070

$I35,604,7L8

Ac curnulated Contributions

$568, 083.57

365, 043. 86

$99e, L27.53

AnnuaL Allowance

$3, 299 , 146. 44

88,967 . ZB

36, ZB7 .64

L, 87 Z. 84

3, 237

II5

4Z

7

3, 40L
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The Executive Secretary and his staff are to be cornplirnented on

the accuracy and cornpleteness of the aforernentioned data.

The Executive Secretary also furnished us with a Financial Report

setting.forth the assets and liabilities of the Fund as of Decernber 3I,

i965. No physical audit of these assets was rnade by us and our calcula-

tions are based upon the Financial Report as subrnitted.

The following Section II sets forth the results of the actuarial valua-

tion and Section lll contains our conclusions. The schedule attached at the

end of the report shows a surnrnary of the active rnernbers of the Systern by

sex and attained age.

-3-

GoATEs, HERFURTH & ENGLAND, coNsuLTlNG AcruARlEs

I



SECTION II

RESULTS OF ACTUARIAL VALUATION

The contract under which this valuation was authorized specified that

the actuarial valuation be carried out on the basis of. a 3To interest rate

assurnption and upon the actuarial assurnptions developed during the course

of the actuarial investigation carried out as of Decernber 3I, 1964 which was

surnrnarized in our Report to the Board dated Novernber LZ, Lg65. 'We were

also instructed to carry out the actuarial valuation on the basis of an entry

age norlnal cost rnethod of funding. The current valuation was carried out

in accordance with the stipulations contained in the aforernentioned contract.

The valuation was carried out on the basis of the $7, 200 rnaxirnurn

annual participating salary that becarne effective July I, 1965,

The entry age norrnal cost rnethod of funding requires the deterrnination

of the level contribution rate which, if contributed on behalf of aLl new ern-

ployees frorn their dates of ernployrnent to their dates of separation frorn

service, will be adequate to provide all of their benefits. Under this fund-

ing rnethod, the unfunded accrued liability is taken as the total liability of the

Systern for benefits earned in the past as well as those earnable in the future,

less the assets on hand, less the present value of future ernployee contribu-

tions and less the present value of future State entry age normal cost contribu-

tions,

In order to develop the entry age norrlal cost contribution rate for new
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ernployees, we carried out a cornplete valuation of presently active rnern-

bers who were ernployed during the preceding five-year period. The re-

sults of these calculations inciicate that the total entry age norrrlal cost

rate amounts to 5,ILEo of participating salary, This rate rnay be cornpared

to the 5,IZo/o rate developed during the course of the Decernber 31, L964

valuation rnade on the basis of the old actuarial assurnptions and it is ap-

parent that the net effect of the changes in actuarial assurnptions has been

quite norninal"

Ernployees are required by law to contribute 3{o and, accordingly,

the Staters share of the entry age norrnal cost contribution rate arnounts to

Z.ll,/o. We expect the entry age norrrlal cost rate to rernain fairly stable

unless there is a change in ernployrnent practices or in the Retirernent Law,

The law requires that the State rnake the following contributions to

the Fund with respect to rnernbers contributing at a 3lo rate:

(I) A rlrnatching" contribution equal to 30lo of the rnernbers' par-

ticipating salaries, and

(Zl An 'radditionalr' contribution equal to two-thirds of rnernbersr

contributions, or Zlo of participating salary.

In the case of rnernbers contributing at a 6To rate, the required contribu-

tions by the State are:

(I) A "rnatchingil contribution equal to 6To of the rnernbers, p"r-

ticipating salaries, and

(Zl An 'radditional[ contribution equal to one-sixth of rnernbersr

contributions, or lflo of participating salary,
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We have been advised that it is the intent of the Minnesota Legislature

to pay the "additionalr'contributions referred to above for a lirnited iirne

on1y. Inasrnuch as there were only 38 active ernployees who were contribut-

ing at the 610 leveI as of Decernber 31, L965, we will hereinafter refer only

to the State's contribuiion totaling 5To of. participating salary which applies

to rnernbers contributing at the 3To rate.

The Accounting Balance Sheet shown on the following page was furnish-

ed by the Executive Secretary. The Reserves for benefits already granted.

in the arnount of $3I,040,647,00 reflects the balances shown on the Systern

records before rnaking the adjustrnents which will result frorn the current

valuation,

The Actuarial Balance Sheet shown on the page following the Account-

ing Balance Sheet surnrnarizes the results of the valuation.
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STATE EMPLOYEESI RETIREMENT ASSOCIATION
OF

MINNESOTA

ACCOUNTING BALANCE SHEET
AS OF

DECEMB ER 31 , 1955

ASSETS

Cash in Office
Deposits in Banks
Short Terrn Investrnents
Accounts Receivable:

(") Accrued Ernployee Contributions
(b) Accrued Ernployer Contributions
(c) Past Due Employer Contributions
(d) Ernployee Back Payrnents
(") Investment Maturities and Sales
(f) Other

Accrued Interest on Investrnents
Dividends on Stocks, Declared But Not Yet Received
Investrnent in Bonds at Arnortized Cost
Investment in Stocks at Cost
Equiprnent at Cost, Less Depreciation
Prepaid Postage

Total Assets

LIABILiTIES AND RESERVES

LIABILITIES
Accounts Payable:

(a) Annuities
(b) Survivor Benefits
(c) Refundments
(d) Accrued Expenses

Suspense Iterns !
(a) Withdrawals Account (Undelivered Refund Warrants

Canceled)
(b) Unredeemed 6-year o1d Warrants (Canceled by State

Auditor)

TotaI Current Liabilities

RESERVES

Employee Contribution Reserve
Retirernent and Disability Reserve
Survivor Benefit Res erve
State Contribution Reserve

Total Reserves

Total Liabilities and R.eserves

$ zs.oo
30, t62.70

I, I65, 533. 23

14L,367. B0
225,49L.77
77 Z, 554.38

LZ,7 L0.77
B3, gog. gI

855.53
755,745. L4

4, L5r. g0
54,829, B7g. g0
L7,545,633.60

L0, 234,04
I, 000. 00

$85, 579, 254.57

3,986.00
7,344.50
1,970. 84

L5, 362.7 6

664.36

2,044,05

3L, 37 Z. 5l$

$30,7 24,
30, 5gg,

440,
23, 7 82,

6rr. 87
870. 00
777.00
623. Lg

$85, 547, ggZ. 06
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STATE EMPLOYEES' RETIREMENT ASSOCIATION
OE

MINNESOTA

ACTUARIAL BALANCE SHEET
AS OF

DECEMBER 3I, L965

ASSETS

1. Assets on Hand frorn Accounting Balance Sheet $ 85' 579, 254.57
2. Present Va1ue of Ernployeesr Future Contributions

(3To of. Participating Salary) 37 , 555,935. 00
3. Present Value of State Future Contributions

Applicable to:
(") Entry Age Norrnal Cost

(2. l.lolo of Participating Salary) $26,4L4,34L. 00
(b) Unfunded Accrued Liability

(Balance of.3To t'Matching" Con-
tribution or .89T0 of Participat-
ing Salary) I I, I4I, 594. 00

(c) Unfunded Accrued Liability
(Portion to be funded by ZTo t'Addi-
tional, Contribution) L9,822,458.94 57,378,393.94

4, TOTAL ASSETS $I80,5I3,583.51

LIABILITIES

5, Current Liabilities frorn Accounting Balance Sheet $ 3L,37 Z.5L
6. Present Value of Earned and Earnable

Benefits Payable to Presently Active
Mernbers:
(r) RetirernentBenefits $I15,644.679.00
(b) Disability Benefits 9 ,405,020. 00
(c) Refundrnents due to death or

withdrawal 21,635,659. 00 L45,587,358. 00

7. Present Value of Benefits for Deferred
Annuitants:
(") R.etirernent Benefits $ I, 8I8,49I. 00
(b) Refundments due to death or

withdrawal 88, 980. 00
(c) Benefits already Authorized 22,857 . 00 I,930,338. 00

B. Present Value of Refundrnents to former
r-rrernber s without vested rights 365, 044. 00

9. Present Value of Benefits Payable to Annuitants:
(a) Retirement Benefits $ 30,049,018. 00
(b) Disability Benefits I, 0i3, 294.00
(c) Survivors'Benefits 437,L59.00 31,499,47L.00

I O. TOTAL LIABILITIES

-B-
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The Actuarial Balance Sheet is a convenient device to present the

results of an actuarial valuation. The following cornrnents are intended

to assist you in your understanding of the iterns contained in the Actuarial

Balance Sheet.

Itern I shows the assets on hand and was taken directly frorn the Account-

ing Balance Sheet.

Itern 2 shows the present value of rnernbersrfuture contributions re-

quired by 1aw equaJ. to 3To of the rnernbers participating salaries,

Itern 3 shows the present value of State fu'cure contributions to the Systern.

We have divided the present value applicable to the State's con'cributions as

follows:

Itern 3(a) The portion attributable to the Staters share of the total

entry age nornral cost contribution of 5. LLTo of rnernbersl

participating s alarie s . AJter deducting the rnem l: er s I

share of 31o, the Statels share of the entry age norrnal

cost contribution arnounts to Z" LLyo of rnernbersr par-

ticipating s alaries.

Itern 3(b) The portion attributable to the balance of the Staters

rrrnatchinE" 3To contribution ( , BgTo of mernbers' participat-

ing salaries) which is being used to pay a portion of the

Slate's share of the cost.

trtern 3(c) The portion attribuiabl.e io the Staters ,,additional't Zlo con-

tribution. On the basis of present levels of participating

salaries, this Zlo "additional" contribution arnounts to

-9-
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approxirnately $2,579, 000 per year and the fu1I arnount

of the contribuiion will arnortize the $19,822,458.94

shown in Itern 3(c) in about 8-3/4 years. The level

annual contribution required. to arnortize $L9, BZZ, 458. 94

over Lhe 32 year period ending on Decernber 3I, L997 Ls

$9St,926.CA.

Itern 5 shows the current liabilities and was taken directly frorn the

Accounting Balance Sheet.

ll:ern 6 shows the actuarially cornputed present value of all benefits

earned to Decernber 3I, I965 and earnable after that date that will be paid

frorn the System to presentJ.y active rnernbers.

Itern 7 shows the actuarially cornputed present value of ali benefits

payable frorn the Systern to rnernbers who have terrninated service with vest-

ed benef its.

Itern B shows the actuarially cornputed present value of refundrnents

that will be paid frorn the Systern to rnernbers who have terrninated service

without vested benefits.

Itern 9 shows the actuarialiy cornputed present value of all benefits pay-

able frorn the Systern with respect to rnernbers who have retired. The Systernrs

account nReserve for Benefits Already Granted'r should be adjusted to

931,522,338.00 as of January 1, 1966. This is the surn of ltern 7(c) and

Itern 9.

- I0-
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Minnesota Statutes L965, Chapter 359,requires, in Section 1, Sub-

division 4(I), that the actuary of the Systern prepare an exhibit setting

forth certain specified inforrnation with regard to the Systern as of the val-

uation date, including "R-eserves Required'r under the Systern. In an earlier

conference with representatives of the Statets Ernployee Retirernent Systern's

Interirn Cornrnission, we were advised that "Reserve Required,,, as contern-

plated in the aforernentioned statute, rnay be defined as the actuarially corn-

puted present value applicable to a specified benefit reduced by the actuar-

iaIly cornputed present value of any portion of the total entry age norrnal

cost contribution under the Systern which is applicable to the specified benefit.

The exhibit required by Section I, Subdivision 4(I) of Minnesota Statutes

L965, Chapter 359, is presenied on the following pages of this Section II and.

we hereby certify that the Reserves Required set forth therein have been

cornputed in accordance with the Entry Age Norrnal Cost (level Norrnal Cost)

basis in the rnanner outlined in the definition referred to above.

- i I-
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STATE EMPLOYEES' RETIREMENT ASSOCiATION OF MiNNESOTA

EXHIBTT REQUIRED By MTNNESOTA STATUTES 1965, CHAPTER 359,
SECTION I, SUBDMSiON 4(I)

AS OF
DECEMBER. 3I, 1965

ASSETS AND UNFUNDED ACCRUED LIABILITY

As s ets

I. Cash in Office
2. Deposits in Banks
3. Short Terrn fnvestrnents
4. AccountsReceivable:

(") Members' Contributions
(b) Ernployer Contributions
(c) Other

5. Accrued Interest on fnvestrnents
6. Dividends declared but not received
7. Bonds at Amortized Cost
8. Stocks at Cost (Market Va1ue LZ/lt /65 -

$20,420,134. 00)
Equipment at Cost, less depreciation
Other - Prepaid Postage

I I. TOTAL ASSETS

Unfunded Accrued Liability
LZ, Unfunded Accrued Liabitity to be funded by

portion of State,, 3r/o ,'Matching Contribu-
tionrrin excess of Staters share of entry
age norrrtal cost contribution

I3. Unfunded Accrued Liability to be funded by
State t s Zofo "Additionalil contribution

Total Unfunded Accrued Liability

I5. TOTAL ASSETS AND UNFUNDED ACCRUED LIABILITY
CURRENT LIABILITIES AND RESERVES REQUIRED

Current Liabiiities
I.

$I54,078.
998,046.

94,7 65.

$ 3,986.00
7,344.50
L,97 0,84

L5,362.7 6

25. 00
30, t52.70

I, I65, 533.23

l,236,990. I6
755,745, L4

4, L5L. g0
64,829,878.80

L7,545,633.50
L0,234.04
I, 000.00

$ 85,579,254,57

$ I I, 141,594.00

19, 822,458.94

$ 30,964,052.94

$II6, 543,307.5I

664. L0
7 08. 4l

3L, 37 Z. 5l

I i5, 5 I t, 935. 00

$

57
I5
44

o

10.

T4,

17.

Accounts payable:
(a) Annuity Payrnents
(b) Survivor Payrnents
(") Refunds to rnernbers
(d) Accrued expenses

Suspens e iterns
28,

z,

18. Total Current Liabilities

Reserves Required

rg" Tota1 Reserves Required per attached schedule

zo. ToTAL CURRENT LIABTLITTES AND RESERVES REQUIRED $ r r 5, 543 , 307. 5 I

Note: Accurnulated contributions, without interest, of rnernbers not yet
retired arnounted to $30,724,5I1.87 as of Decernber 3I, L965.
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STATE EMPLOYEES' RETiREMENT ASSOCIATION OF MINNESOTA

DETERMINATION OF RESERVES REQUIRED
AS OF

DECEMBER 3i, 1965

(1) (zl

Present Value
of Applicable

Present Value Portion of
of Norrnal Cost

, B enefits Contribution

(3)

Res erves
Required
(r) - (z)

i. Active Mernbers
(") Retirernent Benefits $1I5, 644,579.00 $42,062,647,00 $ 73,582,032.00
(b) Disability Benefits 9,406,020.00 5,633,390. 00 3,772,530. 00 '

(c) Refundrnents due to
death or withdrawal 21,636,659. 00 L6, Z'74,239,00 5,362,420.00

B enefits For:

Z. Deferred Annuitants

3, E.ormer Mernbers Without
Vested Rights

I,930,338.00

365,044.00

30,049, 0Ig. 0o
1, 0I3, 294,00

437, L59. 00

I,930,338.00

365,044.00

4, Annuitants
(a) Retirernent Benefits 30,049,0I8. 00
(b) Disability Benefits I, 0I3, 294;00
(c) Survivors' Benefits 437,159. 00

5. TOTAL $I80,482,2L1,00 $63,970,276.00 $I16,5II,935.00

- I3-
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Minnesota Statutes L955, Chapter 359, requires, in Section I, Sub-

division 4(2) and (3), that there be subrnitted annually an analysis of the

Systernts income and deductions frorn incorne with increases in total re-

serves required being specifically referred to as a deduction frorn incorne.

The exhibit required by Section I, Subdivision 4(2) and (3) is presented on

the following pages of this Section II. Iterns of incorne and deductions frorn

incorne with the exception of increases in total reserves required were

taken directly frorn staternents prepared by the Executive Secretary.

Inasrnuch as any excess of "deductions frorn incornerr over I'incornett

rnust be equal to the increase in the Unfunded Accrued Liability of the

Systern over the period covered by the analysis, we have confirrned that

fact in ftern LZ of. the exhibit. Two additional valuations of the Systern

would have been required to deterrnine the portion of the $I0, 19L,903.75

increase in Unfunded Accrued Liability which could be attributed to the

change in actuarial assurnptions, While we were not authorized to rnake

the additional valuationsr we are satisfied that the portion of the increase in

Unfunded Accrued Liability attributable to the change in assurnptions is rel-

atively srnall and that the rnajor portion of the increase can be attributed to

the increase in rnaximurn participating salaries frorn $4,800 to $7,200 per

year.
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STATE EMPLOYEES' RETIREMENT ASSOCIATION OF MINNESOTA

EXHIBIT REQUIRED BY MINNESOTA STATUTES 1965, CHAPTER 359,
SECTION I, SUBDIVISION a(Z) and (3)

FISCAL YEAR ENDING DECEMBER 3I, 1955

ANALYSIS OF INCOME AND DEDUCTIONS FROM INCOME

INCOME

I.

z.

3.

4.

From Mernbers:
(") Ernployee Contributions
(b) Ernployee Accrued Contributions Receivable
(c) Employee Contributions Apptied to Past Due Payments

Frorn Employers:
(a) Ernployer Contributions
(b) Ernployer Additional Contributions
(c) Employer Accrued Contributions Receivable
(d) Ernployer Past Due Contributions Receivable

Frorn fnvestrnents:
(") Interest on Bonds and Notes (Net)
(b) Dividends on Corporate Stock
(c) Prerniums on Bonds Cal1ed

Other Revenues:
(") Interest on Back Payrnents by Mernbers
(b) Gain on Sale of Assets
(c) Adjustrnent in Prior Year Benefit Payrnents
(d) Unclairned Contributions and Benefits Canceled

TOTAL INCOME

DEDUCTIONS FROM INCOME

6, Benefits:
(a) Annuities, Disability and Retirernent Allowances
(b) Survivor Benefits
(c) Interest Paid on Deposits of Deceased Mernbers

Refundrnents:
(a) Left Service
(b) Members of Other Retirernent Systerns
(c) Mernber Deaths
(d) Annuitant Deaths
(e) Erroneous Deductions

Operating Expenses
Net Loss on Sale of Investrnents
Increase in Total Reserves Required:

(") Reserves Required 12-3I-64
(b) Reserves Required LZ-3I-65

TOTAL DEDUCTIONS FROM INCOME

$ 92, 956, B44. oo
I 16, 51 1, 935. 00

$ 3,829,554.5L
L4L,367 ,80

8,346.55

829, Z3L. Zl
520, Lg6.59
zz5, 49 r .77

28,957 .56

2,563,047.77
535,436, rZ

t,294.53

4,742. 35
t4.25

374, 24
7 13. 24

$I3, 588, 858.49

$ 3,277,665.95
37 , 638.45
42, 233.7 0

1,090, 164.01
zz7 , 39 L. g0
zzz, 026, 87
45,942' 55
LZ, L6L. 52

240, 584.7 |
r29,7 6L, 48

Ig, 555, 0g I. 00

3,
z,

5.

't,

8.
9.

I0.

I1.

LZ.

I3.

$23,880,762.24

$Io, I9L,903.75EXCESS OF DEDUCTIOI$S FROM INCOME OVER INCOME

INCREASE IN UNT'UNDED ACCRUED LIABILITY:
(a) Unfunded Accrued Liability LZ-3I-64 $ 20,772, I49,
(b) Unfunded Accrued Liability LZ-3T-55 30,964,052.

I9
94
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Minnesota Statutes Lg65, Chapter 35g, requires, in Section I,

Subdivision 4(4\, that there be subrnitted annually an analysis of changes

in the rnernbership of the Systern. The exhibit required by Section I,

Subdivision4(41 is presented on the following pages of this Section l[. A11

of the inforrnation was taken directly frorn an exhibit prepared by the Ex-

ecutive Secretary.
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I STATE EMPLOYEESI RETIREMENT ASSOCIATION OF MINNESOTA

EXHIBIT REQUIRED BY M]NNESOTA STATUTES L965, CHAPTER 359,
SECTION r, SUBDTVISION 4(4)

FISCAL YEAR ENDING DECEMBER 3I, T965

ANALYSIS OF. CHANGES IN MEMBERSHIP

Active Mernbers

1. Active Members as of January 1, 1965

Z, fncreases!
(a) New Mernbers
(b) Forrner rnernbers

refundrnent
(") Forrner rnernbers

inactive per iod:
Restored from
Restored after

Retirernent

who returned after taking

who returned after an

the Inactive Account
transfer of account to
Fund

6, gg5

a
8Zt

L25

57

7,889

29, 553

1,943

3L, 396

3,

4.

5.

5.

7.

Total Increases

Decreas es:
(r) Refundrnents:

Terrnination of service
Deductions taken in error
Less accounts in which a balance rernained

(b) Deaths
(c) Members becorning annuitants
(d) Transferred to inactive status

Total Decreases

Net Increase

Active Members as of Decernber 3I, L965

- I7-

4, LgZ
L6Z
( z0)
L39
338

I,235

6,046
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Inactive Mernbers

1. Inactive Mernbers as of January I, 1965

Z, Increases:

(a) Accounts transferred to inactive status

3. Total fncreases

4. Decreases:
(r) Returned to active rnernbership
(b) Refunds
(c) Deaths
(d) Becarne Annuitants
(e) Transferred to the Retirement Fund

5, Total Decreases

6. Net Increase

7. Inactive Mernbers as of Decernber 3I, L965

Annuitants and B eneficiaries

I. Annuitants and Beneficiaries as of January 1, L965

Z, Increas es:
(a) Disability Retirernent
(b) Service Retirernent
(c) Deferred Retirernent
(d) Beneficiaries of reversionary and optional

type annuities who began receiving

Total Increases

Decreas es:
(.) Deaths
(b) Disability who recovered

Tota1 Decreases

Net fncrease

Annuitants and Beneficiaries as of Decernber 3I, L965

- I8-
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6,587

l,238,

I,238

L26
326

9

30
2,369

z,850

zg
298
4L

L4

382

t52
I

I53

52.2)

065

(r,

5,

3.

4,

5.

6.

7,

3, I30

zzg

3,359



SECTION III

CONCLUSIONS

In a Retirernent Systern such as yours where both the benefits and

contributions are specified in the Retirernent Law, the rnajor purpose of

an actuarial valuation is to deterrnine whether or not the prescribed con-

tributions are ad.equate to provide the benefits that witl ultirnately be paid.

under the Systern. The results of the current valuation show that the bene-

fits to be provided under the Systern can be financed by the 30lo rnernbersl

contributions and the Statets 'rrnatching" 3lo contributions plus the Staters

"additionaltt 2!o contribution for approxirnately 8-314 years.

_ ig-
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STATE EMPLOYEESI RETIREMENT ASSOCIATION
OF

MINNESOTA

NUMBER OF ACTIVE MEMBERS
DECEMBER 3I, I965 BY

AND ANNUAL SALARIES AS OF
SEX AND ATTAINED AGE

MALE FEMALE TOTAL

Ag" Nurnber

20 and Under
ZL
ZZ
z3
z4

Z5
z6
27
Z8
zg

30
31
3Z
33
34

35
36
37
38
39

40
4T
4Z
43
44

+5
46
47
48
49

-Fnnual
SaIary

$ 906,470
631,836
7 4r, B3O

L,265, ZgO
r,613,727

l, 5gg , 3l4
I,5Io, g75
l,997 ,092
r, 858,7 ZZ
1,953,540

1,995,666
1, 940, 37 5
t,g69,59z
z, LL3,378
2,283,250

z, I00,909
I, 987 ,556
L,957 ,828
l,9zz, 864
l, 89 I ,749

z, L42,403
z, 239, 81.3
z, 226,8L4
1,980,774
z, L3Z,0L8

z,269,647
2,094, r55
z,240,073
z, Iz0,462
1,925,872

L, 87 2,7 02
1, 857 ,094
r,978,820
L,847, 056
l,927, 6LZ

AnnuaI
Salary

$ 3, ogB, 055
L,545,099
L,706,747
z, 183,407
L,8lZ,87Z

L, 392, 563
L, ZsL, Zo7

959, 5ZZ
757,990
645,0I0

624, L47
555,032
506,850
457,079
542,089

455,6t3
523, L4B
534,208
53t,649
696,303

659, 333
733,568
7 23, 540
806,340
gz3,794

BBZ,844
883,7 66
950, Zol
967,69r

I, 009,765

l, 0L7 , 347
L, 257, r77
r, l53,7gg
l,454, 665
|, LL4, 3IZ

AnnuaI
SalaryNurnber

1, BB5
646
675
786
569

437
366
z8z
235
r93

r88
t6z
r55
r33
r50

t24
L49
L5Z
r64
197

195
zL5
zL5

, 23z
234

248
245
255
267
283

Z8Z
35I
3LZ
355
296

Nurnber

50
5I
5Z
53
54

564
268
304
434
462

424
364
427
388
375

369
369
344
383
385

355
350
34r
330
323

359
38I
374
341
384

382
365
385
363
343

360
330
361
330
336

z,449
914
979

I, ZZ0
I,03I

86I
730
709
623
568

557
531
499
516
545

479
499
493
494
520

554
596
589
573
5r8

630
6I0
640
630
526

642
58r
673
585
632

3, 994, 525
z, L7 6,934
2,449,577
3,449, 697
3,426,5gg

z,99l,g77
z,7 62, 0BZ
z,946, 614
z, 515,7 lz
z,509,550

z,5z0, gL3
z, 495, 407
z, 37 6,442
z, 57 0, 457
2,825,339

z,556,522
z, 5L0,7 04
z,492, 035
z,454, 5L3
z, 589,052

z,80I,736
2,97 3, 3gL
z, 950, 354
2,7 87 , L14
2,955,8r2

3, I5 L, 491.
2,977 ,9Zl
3, L90,274
3,099, I53
2,934,637

z, Bg0, o4g
3, rL4, 27L
3, L3Z,619
3, 30L,7 2L
3,04L,924

CoATEs, HERFURTH & ENGLANO, CONSULTING ACTUARIEg



STATE EMPLOYEES' RETIREMENT ASSOCIATION
OF

MINNESOTA

NUMBER OF ACTIVE MEMBERS AND ANNUAL SALARIES AS OF
DECEMBER 3I, 1955 BY SEX AND ATTAINED AGE

MALE E.EMALE TOTAL

Ag.

55
56
57
58
59

50
6r
52
63
64

55
66
67
68
69

70
7I
7Z
73
74

75
76
77
78
79

80
8I
8Z
83
84

85
86

TotaI

Number
AnnuEI
SaIary

$2, o47,526
l, 838, 27 5
z, lg3,280
2,053,613
I,918, 335

l, g16, 927
2,000,9I5
L, 622, 559
I,513, I50
r,416, 644

I,305, 360
9L7,ZLr
668,554
538, 062
580,449

27 0,7 0z
I38, Zl l
IOZ,250
I 18, 361
77,698

32, Zl5
15,6tI
23, 052
34,520
23,7 6Z

7,7gg
I7,308
IZ,_042

zz, o8g

Nurnber Nurnber

349
323
367
351
332

3r5
338
275
251
zz8

207
157
LOZ
8I
78

40
ZL
I9
l9
II

8
3
5
4
3

3r5
299
276
296
270

z6z
zro
zZl
174
r58

tz8
95
66
52
3t

l, II2, o39
880,657
982,7 Z7
7 ZZ, 577
692,657

546, 67 Z
448,7 85
z8z,257
24o,504
165,458

tz7,883
24, z7 z
?,3, 240
7,g5g
3,714

L6,429

I0,369

-

:

:

-

664
6zz
643
647
602

578
548
496
43r
385

335
25z
r58
t33
r0g

69
27
Z3
2l
TZ

':$88, l14, 648 L4, 542 $47,490,070 3L,395

29
6
4
z
I

z

I

:

re
Salary

$1, 267 , 85;
I,200,955
l, rz3, 268
|, z4g ,743
l, r54,406

Annuaf
Salary

$3,3I5,385
3,039, i3o
3, 306, 548
3, 303, 356
3,072,74L

z,928,966
z, BBI,47Z
2,605,396
z, 235,7 3'l
z, Log, 3oL

l, 853, 032
L, 365, gg6

950,8II
779,566
745,907

398,585
r62,4g3
LZ5,4g0
LZ6, ZZg
8L, 402

49,644
I5, 5I I
33, 4ZL
34,520
23,7 62

7,789
17,309

zz,0gg

z
3

l

:I

IO
3
6
4
3

?,

3

:

;

L6,854
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OFFrces rN

SaN FneNcrsco
Deruven
PASAoENA

CoarES, HenruRTH & Er.rclarup
CoNsuu.rrNG AcruARtES

30I EAST COLoRADO BLVD.

Pasao gNa, Caul FoRN ta glot
TELEPHoN E

AREA CooE ar3 6ar-44s5

May 27, 1966

Board of Trustees
State Ernployees I Retirernent

As sociation of Minnesota
Centennial Office Building
St" Paul, Minnesota 55I0I

Gentlernen:

We are pleased to transrnit herewith our report on the actuarial valuation
of your Retirernent Systern rnade as of Decernber 3I, L965 on the basis
of a 3-LlZTo interest rate assurnption.

This valuation was authorized under Contract No. E-9557.

We look forward to the opportunity of discussing this report with you at
your convenience.

Very truly yours,

COATES, HER.FURTH & TNGLAND
Consulting Actuaries

Robert Little,

RHL:th



REPOR"T ON

ACTUARIAL VALUATION

OI. THE

STATE EMPLOYEES' RETIR.EMENT ASSOCIATION

OI.

MINNESOTA

AS OT'

DECEMBER 31, 1965

ON THE BASIS OF 3-LIZTO INTEREST RATE ASSUMPTION

The supplernental contract under which this valuation was authorized

specified that the actuarial valuation be carried out on the basis of a 3-IlZTo

interest rate assurnption and upon the actuarial assumptions developed dur-

ing the course of the Decernber 3I, L964 act:uarial investigation. The val-

uation was carried out on the basis of the $7,200 rnaxirnurn annual partici-

pating salary which becarne effective JuIy 1, L955.

In order to develop the entry age norrrral cost contribution rate for new

ernployees, we carrie.d out a cornplete valuation of presently active rnernbers

who were ernployed during the preceding five-year period" The results of

these calculations indicate that the total entry age norrrlal cost rate arnounts

to 4.690/o of participating salary. This rate corrrpares with a 5.llTo rat,e

-I-
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I
developed on the basis of. a 3o/o interest assurnption.

Ernployees are required by law to contribute 3% and, accordingly,

the Staters share of the entry age norrrlal cost contribution rate arnounts

to L.59To. We expect the entry age norrnal cost rate to rernain fairly stable

unless there is a change in ernployrnent practices or in the Retirernent Law.

The Iaw requires that the State rnake the following contributions to

the Fund with respect to rnernbers contributing at a 30/o rate:

(1) A rrrnatchingrr contribution equal to 31o of the rnernbersr par-

ticipating s alarie s,' and

(2) An 'radditional" contribution equal to two-thirds of rnernbersl

contributions, or ZTo of participating salaries.

In the case of rnernbers contributing at a 6To rate, the required contribu-

tions by the State are:

(I) A I'rnatchingil contribution equal to 5To of the rnernbersr partic-

ipating salaries, and

(Zl An 'tadditional'r contribution equal to one-sixth of rnernbersl

contributions, or Llo of participating salaries'

We have been advised that it is the intent of the Minnesota Legislature

to pay the I'additional" contributions referred to above for a lirnited tirne only"

Inasrnuch as there were only 38 active ernployees who were contributing at

the 60/o level as of Decernber 3I, L965, we will hereinafter refer only to the

Staters contribution totaling 5To of. participating salary which applies to rnern-

bers contributing at tlne 3To rate.

-z-
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The Actuarial Balance Sheet shown on the following page surrl-

rnarizes the results of the valuation. An Accounting Balance Sheet has

not been included in this report because it would duplicate the Accounting

Balance Sheet included in our report on the 3To vaL:uation required by law.

.)
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STATE EMPLOYEES' RETIREMENT ASSOCIATION
OF.

MINNESOTA

ACTUARIAL BALANCE SHEET
AS OF

DECEMB ER 3 I, L965

3-L /ZEo INTEREST R,ATE ASSUMPTION

ASSETS

.. Assets on Hand frorn Accounting Balance Sheet $ 85,579,254.57
Z. Present Value of Ernployeesr Future Contributions

(310 of. ParLicipating Salary) 35, LL4,055. 00
3. Present Value of State Future Contributions

Applicable to:
(") Entry Age Norrnal Cost

(1.6910 of Participating Salary) $20,344,25I. 00
(b) Unfunded Accrued Liability

(Balance of. 3To "Matching " Con-
tribution or 1. 3Uo of. Participat-
ing Salary) 15,769,804.00

(c) Unfunded Accrued Liability
(Portion to be funded by Zlo "Addi-
tional'r Contribution) 7 ,390,477 .94 43, 504, 532.94

4. TOTAL ASSETS $I55, L97,842.5L
LIABILITIES

5. Current Liabilities frorn Accounting Balance Sheet $ 31,372,5L
5. Present Value of Earned and Earnable

Benefits Payable to Presently Active
Mernbers:
(") Retirernent Benefits $I03, 1I3, 156. 00
(b) DisabilityBenefits 8,552,610.00
(c) Refundrnents due to death or

withdrawal 20,925,937. 00 L32,592,703. 00

7 " Present Value of Benefits for Deferred
Annuitants:
(") Retirernent Benefits $ I,585, 134.00
(b) Refundrnents due to death or

wiLhdrawal BB, 980. 00
(") Benefits already Authorized ZL,526.00 L,795,740. 00

8. Fresent Value of R"efundrnents to forrner
mernb er s wi thout ve s ted r ight s

9. Present Va1ue of Benefits Payable to Annuitants:
365, 044. 00

(") Retirernent B enefits
(b) Disability Benefits
(c) Survivors' Benefits

IO. TOTAL LIABILITIES

$ 29, orz,9t3. oo
97 Z, o9Z" 0o
427,978.00 30,412,983.00

-4-
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The Actuarial Balance Sheet is a convenient device to present the

results of an actuarial valuation. The following cornrnents are intended

to assist you in your understanding of the iterns contained in the Actuarial

Balance Sheet.

Item I shows the assets on hand and was taken directly frorn the Ac-

counting Balance Sheet.

ftern Z shows the present value of rnernbersrfuture contributions re-

quired by law equal to 3To of the rnernbersr participating salary.

Item 3 shows the present value of State future contributions to the Sys-

tern. W'e have divided the present value applicable to the Staters contributions

as follows:

Itern 3(a) The portion attributable to the State's share of the total

entry age nornlal cost contribution of 4.69T0 of rnernbersl

participating salaries. After cleducting the rnernbersr

share of.30fo, the State's share of the entry age norrnal

cost contribution arnounts to I.69To of. rnernbersrpartic-

ipating salaries.

Itern 3(b) The portion attributable to the balance of the Staters

I'rnatchinE,' 31, contribution (I.3Wo of rnernbersr partici-

pating salaries) which is being used to pay a portion of

the State's share of the cost.

Itern 3(c) The portion attributable to the State's "additionalJ, Zlo

contribution" On the basis of present levels of participat-

ing salaries, tlnis Zo/o rtadditionalrr contribution arnounts to

-5-
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approxirnately $2,579,000 per year and the fuII arnount

of the contribution will arnortize the $?, 390,477 .94

shown in Itern 3(c) in about 3 years. The level annual

contribution required to arnortize $7 ,390,477 .94 over

t]re 32 year period ending on Decernber 3I, I99Z is

$380,940.00.

Itern 5 shows the current liabilities and was taken directly frorn the

Accounting Balance Sheet"

Itern 5 shows the actuarially cornputed present value of all benefits

earned to December 31, 1965 and earnable after that date that wi1l be paid

frorn the System to presently active rnernbers.

Itern 7 shows the actuarially cornputed present value of all benefits pay-

able frorn the Systern to rnernbers who have terrninated service with vested

b enefits

Itern 8 shows the actuarially computed present value of refundrnents

that will be paid frorn the Systern to rnernbers who have terrninated. service

without vested benefits 
"

Itern 9 shows the actuarially cornputed present value of all benefits pay-

able frorn the Systern with respect to rnernbers who have retired.

The three exhibits presented on the following pages of this report are

those which conforrn to the requirernents of Minnesota Statutes I965, Chapter

359, Section I, Subd.ivisions (I), (2) and (3), except for the fact that they re-

flect a 3-l lZ% interest assurnption rather than the 3lo assurnption required. by

Chapter 359"

-6-
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STATE EMPLOYEES' RETIREMENT ASSOCIATION OI. MINI{ESOTA

EXHIBIT REQUIRED BY MINNESOTA STATUTES 1965, CHAPTER 359,
sEcTroN l, suBDIVrsIoN 4(1)

AS OF
DECEMBER 3 I, L9 65

3-I /ZTo INTEREST RATE ASSUMPTION

ASSETS AND UNFUNDED ACCRUED LIABILITY

o

I0.

As s ets

t. Cash in Office
Z. Deposiis in Banks
3. Short Terrn Investrnents
4. Accounts Receivable:

(a) Mernbersr Contributions
(b) Ernployer Contributions
(") Other

5. Accrued fnterest on Investrnents
6. Dividends declared but not received
7. Bonds at Arnortized Cost
B. Stocks at Cost (Market Value LZ-3L-65 -

$20,420, I34. 00)

Accounts payable:
(a) Annuicy Payrnents
(b) Survivor Payrnents
(c) Refunds to rnernbers
(d) Accrued expens es

Suspens e items

Equiprnent at Cost, Iess depreciation
Other - Prepaid Postage

I i. TOTAL ASSETS

Unfunded Accrued Liability'
Unfunded Accrued Liability to be funded by

portion of State's 3To "Matching Contribu-
tionil in excess of State's share of entry
age norrnal cost contribution

Unfunded Accrued Liability to be funded by
Statet, ZEo "Additiona1tr contribution

L4. Total Unfunded Accrued Liability

I5. TOTAL ASSETS AND UNFUNDED ACCRUED LIABILITY

CURRENT LIABILITIES AND RESERVES REQUIRED

Current Liabiiities

$I54,078.57
998,046. 15

94,7 65,44

25. 00
30, I62.70

L, 165, 533. 23

L,236, 89O. I6
755,745.t4

4, 15t.90
64,829,979. g0

L7,545,633.60
L0, 234. 04
I,000.00

$ 85,579,254.57

$ t5,769,804.00

7, 390,477 .94

$ 23, L60, zBL.94

$108,739,536.51

zB, 664. L0
2,7 08.4L

3L, 37 Z. 5L

I09,708, I64.00

LZ,

I3.

r6.

17.

$ 3,986.00
7 ,344, 50
I, 970. 84

L5,362.7 6

IB. Total Current Liabilities
Reserves Required

19. Total Reserves Required per attached schedule

ZO. TOTAL CURRENT LIABILITIES AND RESERVES REQUIRED
Note: Accurnulated contributions, without interest, of rnernbers not yet

retired arnounted to $30,724,6II.87 as of Decernber 31, 1965,

-7-
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STATE EMPLOYEES' RETIREMENT ASSOCIATION
OF

MINNESOTA

DETERMINATION OE. RESERVE S REQUIRED
AS OF

DECEMBER 3I, L965

3-T /ZTo INTEREST RATE ASSUMPTIONI

(r) (z)

Present Value
of Applicable
Portion of

Norrnal Cost
Contribution

(3)

Present Va1ue
of

B enefits

Res erves
Required
(r) - (z)

$ 67, Z3g,852. 00
3,495,642.00

5,397,993. oo

L,795,740.00

365,044.00

Benefits For:

1. Active Mernbers
(") Retirernent tsenefits
(b) Disability Benefits
(c) Refundrnents due to

death or withdrawal

Z, Deferred Annuitants

Forrner Members Without
Vested Rights

Annuitants
(r) Retirernent Benefits
(b) Disability B enefits
(c) Survivorst Benefits

TOTAL

$I03, 113,
8,552,

20,926,

L,795,

r55.00
6 r0. 00

937.00

740.00

$35,873,
5,055,

L5, 529,

294.00
958. 00

044.0a

3"

4.

365,044.00

29,0tz, gL3. 00
97 Z, 092. oo
427,978.00

29, jtz,
97 Z,
427,

9i3.00
092. 00
978.00

5" $I65, L65,47 0.00 $55,458, 306^ 00 $I08,708, I64.00

-8-
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STATE EMPLOYEESI RETIREMENT ASSOCIATION OF MINNESOTA

EXHIBIT REQUIRED BY MINNESOTA STATUTES 1965, CHAPTER 359,
SECTION I, SUBDMSION a(z) and (3)

FISCAL YEAR ENDING DECEMBER 31, 1955

3-r lZEo INTEREST RATE ASSUMPTION

ANALYSIS OF INCOME AND DEDUCTIONS FROM INCOME

INCOME

i.

z,

3.

4.

tr'rorn Mernbers:
(a) Ernployee Contributions
(b) Ernployee Accrued Contributions Receivable
(c) Ernployee Contributions Applied to Past Due Payrnents

I.rorn Ernployers:
(a) Employer Contributions
(b) Ernployer Additional Contributions
(c) Ernployer Accrued Contributions Receivable
(d) Ernployer Past Due Contributions Receivable

Frorn Investrnents:
(a) Interest on Bonds and Notes (Net)
(b) Dividends on Corporate Stock
(c) Prerniurns on Bonds Called

Other Revenues:
(a) Interest on Back Payrnents by Mernbers
(b) Gain on SaIe of Assets
(c) Adjustrnent in Prior Year Benefit Payrnents
(d) Unclairned Contributions and Benefits Canceled

TOTAL INCOME

DEDUCTIONS FROM INCOME

6. Benefits:
(") Annuities, Disability and Retirement Allowances
(b) Survivor Benefits
(c) lnterest Paid on Deposits of Deceased Mernbers

Refundrnents:
(a) Left Service
(b) Mernbers of Other Retirernent Systerns
(c) Member Deaths
(d) Annuitant Deaths
(") Erroneous Deductions

Operating Expenses
Net Loss on Sale of Investrnents" "'

Increase in Total Reserves Required:
(a) Reserves Required lZ-3L-64
(b) Reserves Required IZ-3L-65

TOTAL DEDUCTIONS FROM INCOME

$ gz ,956,844.00
I08,708, 164.00

$ 3,829,654,57
L4L, 367 . 80

8,345.55

BZ9, Z3L. ZL
520, Lg 5. 59
225,49r.77

28,957 .56

z, 563, 047 ,77
535,436. rZ

L, 284. 53

4,742, 35
14. 25

374. 24
7 T3, 24

$13,688, 858,49

$ 3,277,665.95
37 , 638, 45
42,23i,70

I, 090, L64.0L
zz7 ,39L. g0
zzz, 026.87
45,942' 55
LZ, L6L. 62

240, 584.7 |
rz9,7 6t.48

I0,751,320.00

3,
z,

5"

'l

8.
9"

i0"

I I. $I6, 076, ggr. 24

$ 2,388, I32.75IZ, EXCESS OE. DEDUCTIONS E'ROM INCOME OVER INCOME

I3" INCREASE IN UNFUNDED ACCRUED LIABILITY:
(a) Unfunded Accrued Liability LZ-3L-64 $ 20,77 Z, L49, L9
(b) Unfunded Accrued Liability lZ-31-65 23,150, Zgl.94

-9-
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