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June 5, 1970

Board of Trustees
Minnesota State Retirernent Systern
530 North Robert Street
St. Paul, Minnesota 55101

Gentlernen:

'We are pleased to transrnit herewith our report on the actuarial valuation
of your Retirement Systern rnade as of Decernber 31, 1969.

Pursuant to Contract No . E-5205, und.er which this valuation was author-
Lzed, the actuarial valuation was carried out on the basis of a 3-l/Z%
lnterest rate assurnption and on the basis of the other actuarial assurnp-
tions set forth in our report subrnitted to the Board on May 3l , 1968. Also,
in accordance with the above noted contract, we utilized the entry age nor-
rnal cost rnethod of funding to determine the unfunded accrued liability of
the Systern.

Contract No. E-5206 authorized a second valuation to be carried out on
the basis of a 3% lnterest assurnption. The results of the '13% valuation't
will be subrnitted in a separate actuarial report.

'We hereby certify that the actuarial valuation of the Minnesota State Re-
tirernent System rnade as of December 3I, 1959 was carried out on the'
basis of accepted actuarial rnethods and procedures and in accordance with
the provisions of Minnesota Statutes I j67, Chapter 356. The results of
that valuation indicate that the contributions required frorn the ernployees
and from the State under Minnesota Statutes 1967, Chapter 352, as pres-
ently constituted are adequate to provlde the benefits that will be paid frorn
the Systern.

'We look forward to the opportunity of discussing this report wlth you at
your convenlence.

Yery truly yours,
i

TES, HERFURTH & ENG]-AND
Cons*ulti+g {gtuaries

rt H. LittlelI."S.A.

RHL:th



REPORT ON

ACTUARIAL VALUATION

Or. THE

MINNESOTA STATE RETIREMENT SYSTEM

AS OF

DECEMBER 3I, 1969

SECTION I

INTRODUC TION

In accordance with Contract No. E -5206 between the State of Minnesota

and thls firrn, we have cornpleted the actuarial valuation of the Minnesota

State Retirernent Systern as of Decernber 31, 1969 .

The Executive Director of the Systern furnished us with detailed ern-

ployee inforrnation on all active rnernbers, inactive rnernbers and. retired

rnernbers of the Systern as of Decernber 3I, 1969. The Executive Director

and his staff are to be cornplirnented on the accuracy and cornpleteness of

the aforernentl.oned data .

The Executive Director also furnished us with a Financial Report set-

ttng forth the assets and, liabilities of the Fund as of Decernber 3I, Lg6g.
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No physical audit of these assets was rnade by us and our calculations are

based upon the Financial Report as subrnitted

This valuation is based on the Systern as it was constituted on Decern-

ber 3l , L969 and does not reflect any arnendrnents to the Systern that rnay

becorne effective subsequent to that date. The following four rnajor arnend-

rnents to the Systern becarne effective during 19692

t. Ghange in Percentage Credit Per Year of Servlce

old New

lst l0 years service r%
Znd I0 years service I%

t.66%
L .7 5To

LTo

1.3%
z'oo/o
?..5%

to l-l/Z7o

F.or Service
to 7-l-69

t%
r.L%
r.7%
2.0%

frorn ?%

For Service
After 7-l-69

3rd l0 years servlce
4th I0 years service

Reduction in State ttAdditionaltt contributions

for I969-70 and to LTo thereafter.

3. Establishrnent of the Minnesota Adjustable Fixed Benefit Fund for

palz'nent of beneflts to retlred persons .

4. Benefits to retired persons were increased by 3.56% to reflect the

new 3-I /Z% interest assurnption.

The following Sectlon II sets forth the results of the actuarlal valuatlon

and Section III contains the exhlbits required by Chapter 356 oI the Statutes.

The schedules attached at the end of the report show the actuarial assurnp-

tions used in the current valuatlon which were developed during the course

of the actuarial investigation carried out as of Decernber 3I, 1967. These

schedules were reguested by the Interirn Cornrnission in their 'iGVS Min-

nesota Merno #18't.

-z-
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SECTION II

RESULTS OF' ACTUARIAL VALUATION

The contract under which this valuation was authorized specifies that

the actuarial valuation be carried out on the basis of a 3-llZ% interest rate

assurnption and upon the actuarial assurnptions d.eveloped during the course

of the actuarial investigation carried out as of Decernber 3I, L967. We

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

entry age norrnal cost rnethod of funding. The current valuation was carried

out in accordance with the stipulations cohtained in the aforernentioned con-

tract.

The entry age nbrrnal cost rnethod of funding requires the deterrnination

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

ployees frorn the dates of ernployment to the dates of separation frorn serv-

ice, will be adequate to provide all of their benefits. Under this funding

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

Systerr 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

contributions and less the present value of future State entry age norrnal

cost contributions.

Iu order to develop the entry age norrnal cost contribution rate for new

employees, we carried. out a cornplete valuation of active mernbers as of

Decernb er 3L, L969 who were ernployed during the preceding five-year

2

COATES. HERFURTH & ENGLANo, CoNsULTING ACTUARIEs



period. The results of these calculations ind.icate that the total entry age

norrnal cost rate under the new scale of benefits arnounts to 5"59% of salary

(5.01% under the old scale of benefits). Ernployees are required by law to

contribute 3% and, accordlngly, the Staters share of the entry age norrnal

cost contrlbution rate arnounts to 2"59%. 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 contributlons to

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

(l) A rtrnatchingtt contribution equal to 3% of the rnernberst salaries,

and

(Zl An tradditionalrr contribution equal to one-half of rnernbersr con-

trlbutlons, or l-ll20lo of salary for the year corrrrrrencing July 1,

1969 reducing to one-thlrd of rnernbersr contributions or I% of

salary cornrnencing July l, 1970.

'We have been advlsed that it ls the intent

to pay the rtadditional'r contributions referred

the Minnesota Legislature

above for a lirnited tirne

of

to

only.

The Accountlng Balance Sheet shown on the following page was furnlshed

by the Executlve Director. The Retirernent and Disabllity Reserve of

$1I,563,005. Z0 Ls to be transferred to the MAFB Fund..

The ActuariaL Balance Sheet shown on the page following the Accounting

Balance Sheet surnrnarizes the results of the valuation. In the current val-

uation we have rnade provision for adrninistrative elrpenses arnounting to

.L9% of salaries.

-4-
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MINNESOTA STATE RETIREMENT SYSTEM

ACCOUNTING BALANCE SHEET
AS OF

DECEMBER 3I t9 69

ASSETS

Cash in office
Deposits in banks
Short terrn lnvestrnents (at cost)
Accounts receivable:

a) Accrued ernployee contributions
b) Accrued ernployer contributions
c) Ernployee back payrnents
d) Investrnent rnaturities and sales
e) Other

Accrued interest in investrnents
Dividends declared & payable, but not yet received
Investrnent in debt securitles at arnortized cost
Investrnent in equities at cost
Equiprnent at depreciated cost
Prepaid postage
Participation in MAFB Fund

Total Assets

LIABILITIES AND RESERVES

LIABILITIES
EJ6unT- payaUte:

a) Annuitie s
b) Survivor Benefits
c) Annuitant deposits
d) Accrued expenses
e) Overpaid dividends

Suspense Itern:
a) Unredeemed 6-yr warrants

(cancelled by State Auditor)

Total liabilitie s

RESERVES
ErnpE)ree contribution reserve
Retirernent and disability reserve
Survivor benefit re serve
Reserve for participatlon tn MAFB Fund
State contribution reserve

Total reserves

Total liabilities and reserves

tzg.34
t84,36?..68

3,7 62, I30 " 8Z

234,840.50
346,480 .45

L't ,231 .82
3t,85o.oo
tz,264 "72gz5,8gg.?6
85,915.99

64,9+9 ,782.81
33,544,964.90

8 1020.08
2 ,000 .00

644,469 .48

$!lZ,tso ,z+z.gs

2,542.66
z,868.97

12,885.24
25,344.28

295.00

970.20

$ 46,906.35

$ ge,3Bo,o59.4z
r1"563,006.20

367 ,185 . oo
29,644,469 .49
53,748,716.44

$t3z,lo3,+zL.so

$r3z,7so ,34z.Bs

z8

$

-5-
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l.

MINNE.SOTA S TA TE-RE TIREMEN T-SYg T EM

ACTUARIAL BAI,ANCE SHEET
AS OF.

DECEMBER 3I 19 69

ASSETS

Assets on Hand frorn Accounting Balance Sheet:
a) Particlpation in MAFB Fund
b) A11 other Assets

Present Va1ue of Ernployeesr Puture
Contributions l3To of Participating SaIary)

Present Value of State Future Contributions
Applicable to:

a) Entry Age Norrnal Cost
(Z.59To of Participating Salary)

b) Unfunded Accrued Liability
(Balance of 3To'rMatching" Con-
trlbution less .79% for Operating
Expenses or .ZZ% of Participating
SaIary)

c) Unfunded Accrued Liability
(Portion to be funded by 'rAdditional't
Contribution)

TOTAL ASSETS

LIABiLITIES

5. Current Liabillties frorn Accounting Balance Sheet
6. Present Value of Earned and Earnable

Benefits Payable to Presently Active
a) Retirernent Benefits

. b) Disability Benefits
c) Refundments due to death or

withdrawal

$ 28,644,469.48
104 ,705 ,87 3 .3'? $l32 ,750,342.85

57 ,671r547 .00

$ 49 ,789 ,7 59 ,oo

4 tZ29 ,247 .00

17 ,705 485.I8 7L 724 502.18

$262 ,L46,392 .03

$ 46,906.35

?.

3.

A

7.

8.

9.

Present Value of Benefits for Deferred
Annuitants:

a) Retirement Benefits
b) Refundrnents due to death or

wlthdrawal
c) Benefits already authorized

Present Value of Refundrnents to forrner
rnernbers without vested rights

Benefits Payable frorn MAFB Fund:
a) Funds already Transferred
b) Transfers due MAFB Fund

Mernbers:
$t 7r ,rz9 ,?85 .oo

l5 1079,200.00

3Z 875 5I 5 .00

$ I ,855 ,263 .oo

1 07,043 . 00
6,tzg.oo

$ 2e,644,469.49
lI' 553, 006 .Zo

zl9 ,084,501 .00

I ,968 ,435 .00

487 , 788 .00

40,207,475.68

351 285 
" 
0010. Present Ya1ue of Survivor Benefits

I I. TOTAL LIABILITIES

-6-

ENGLAN o. Coxsuurrxc AcruARtEsCoAtEg. HERFURiH a

$zaz,t46,39z "03

I

I

I



I

I

I

I

I

I

I

I

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 und,erstanding of the iterns contained in the Actuarial

Balance Sheet.

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

lng Balance Sheet.

Itern 2 shows the present value of rnernbersr future contributions re-

quired by law equal to 3% of the rnernbersr salaries,

Itern 3 shows the present value of State future contributions to the Systern.

'We have divided the present yalue applicable to the Staters contributions as

follows:

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

entry age norrrral cost contribution of 5.59T0 of rnernbersl

salaries, After deducting the rnernberst share of.3%, the

Statets share of the entry age normal cost contribution

arnounts to 2.59% of rnernbers t salaries.

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

f trnatching" 3% contribution (. 4lls of. rnernberst salaries

less . I9% which is allocated. for operating expenses)

which is being used. to pay a portion of the Statets share

of the cost.

Itern 3(c) The portion attributable to the Staters 'radditionalrr

contribution. On the basis of the annualized salaries

-7- .
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payable as of Decernber 3I, 7969, the l% "additionaltt

contribution payable cornrnencing July I , l97O arnounts

to approxirnately $2,4681000.00 per year and the fuIl

arnount of the contribution will arnortize the $l 7 r7051485.I8

shown in Itern 3(c) in about 8-t/Z years. The level annual

contribution required to arnortize $17,705 ,486 .I8 over

the 28-year period ending on Decernber 31, 1997 is

$qes,o38.oo.

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

Accounting Balance Sheet

Itern 5 shows the actuarlally cornputed present value

earned to Decernber 31 ,1969 and earnable after that date

frorn the Systern to presently active rnernbers.

of all benefits

that will be paid

Itern 7 shows the actuarially cornputed present value of all benefits

payable frorn the Systern to rnernbers who have terrninated service with

vested benefits.

Itern 8 shows the actuarially cornputed present value of refundrnents

tJ:at will be paid frorn the Systern to neernbers who have terrninated service

without vested benefits

The total of $40 1207,475.68 shown for Itern 9 represents the value of

benefits payable from the MAFB to MSRS retirees and rnay be related to a

computed present value on the basis of a 3-l/ZTo interest assurnption and

the 1937 Standard Annuity Mortality Table of $40,908,047 ($a9,325,956

for retirernent benefits and $1,582,09I for disability benefits). '[i[e believe

-8-
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that the fact that the cornputed present value exceeds the value shown for

benefits payable frorn the MAFB can be attributed to the fact that the later

arrount does not reflect investrnent earnings since date of transfer.

-9-
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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 d.eterrnine whether or not the prescribed. con-

tributions are adequate to provide the benefits that will ultirnately be paid

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

efits to be provided under the Systern can be financed by tlne 3To rnernbers t

contributions and the Staters I'rnatching" 3lo contributions plus the Statets

'radditional" contribution for approxirnately 8-t /Z years.

- I0-
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SECTION III

REQUIRED EXHIBiTS

Minnesota Statutes I967, Chapter 356, requires, in Section 355.20,

Subdivision 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 I'Reserves Requiredrt under the Systern. In an earlier

conJerence with representatives of the Staters Ernployee Retirernent Systernrs

Interirn Cornrnission, we were advised that t'Reserve Requiredr', as con-

ternplated in the aforernentioned statute, inay be d.efined as the actuarially

cornputed present value applicable to a specified benefit reduced by the act-

uarially 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 356.20, Subdivision 4(I) of Minnesota

Statutes 1957, Chapter 355, is presented on the following pages of this Sec-

tion III 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 tnanner outlined in the definition referred to above.

-ll-
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MINNESOTA STATE RETIREMENT SYSTEM

EXHIBIT REQUiRED By MTNNESOTA STATUTES 7967, CHAPTER 355,
SECTION 356.20, SUBDMSTON 4(r)

AS OF
DECEMBER 3I t969

ASSETS AND UNFUNDED ACCRUED LIABILITY

As sets

l. Cash in office
Z. Deposits in banks
3 . Short te rrn inve strnent s (at co st)
4. Accounts receivable:

a) Accrued ernployee contributions
b) Accrued ernployer contributions
c) Ernployee back payrnents
d) Investment rnaturities and sales
e) Other

5. Accrued interest in investrnents
6. Dividends declared & payable, but not yet received
7 . Investrnent in debt securities at arnortized cost
8. Investrnent in equities at cost (Market Value $34r494,194.00)
9. Equiprnent at depreciated cost

10. Prepald postage
I I . Particlpation in MAFB Fund

IZ. TOTAL ASSETS

portlon of
excess of
contribution

Statets

LZg.34
184,362 "68

3 )7 6Z, 130 .82

234,840.50
346,480.45
17,231 .82
31,850.00
tz,z64 .72

925,899 .26
85,9 L5 .gg

64,949,782.8r
33 

^544,964.008, ozo.og
2r000.00

z8 644,469.48

$r gz 750 342.85

$ 4,zzg,z47 .oo

L7 705 485. r8

$ 2t,934,233.18

$,t s4,585 , o?5 .og

? 1542 .66
?,868 .97

12,885.24
?5,344.28

295.00
2,970.20

$ 46,906 .35

$r53,538, r59.58

$Ls4,695,076.o3

Unfunded Accrued Liabilitv

I3. Unfunded Accrued Liability to be funded by
State t s 3% rrMatching Contributionrr ln
Statels share of entry age norrrral cost
and Operating Expenses

14. Unfunded Accrued Llability to be funded by
I rAddltLonal' r contribution

15. Total Unfunded Accrued Liability

I6. TOTAL ASSETS AND UNFUNDED ACCRUED LIABILITY

CURRENT LIABILITIES AND RESERVES REQUIRE.D

Ctlrrent Liabilities
L7. Accounts Payable:

a) Annuitie s '
b) Survivor Benefits
c) Annuitant deposits
d) Accrued expenses
e) Overpaid divldends

18. Suspense Itern
I9. Total current liabilities
@
20. Total Reserves Required per attached schedule

ZI. TOTAL CURRENT IIABILITIES AND RESERVES REQUIRED

Note: Accurnulated contributions, without interest, of rnernbers not yet
retlred arnounted to $99r380r059.42 as of D6cernber 31, 1969.

-L?-
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MINNESOTA STATE RETIREMENT SYSTEM

DETERMINATION OF RESERVES'REQUIRED
AS OF.

DECEMBER 3t , tg6g

(t) (3)

Benefits For:

l. Active Mernbers:
a) Retirernent Benefits
b) Disabitity Benefits
c) Refundrnents due to

death or withdrawal

Deferred Annuitants

Forrner Mernbers Without
Vested Rights

Survivors

Benefits Payable frorn
MAFB Fund:

a) Funds already
transferred

b) Transfers due
MAFB Fund

Total

Present Value
of

Benefits

$r7t,tTg,785.00
15,079,200.00

32 187 5, 5 1 6.00

I , 9 68 ,435 .00

487,788.00

351 ,286.00

(z)

Present Value
of Applicable
Portion of

Normal Co st
Contribution

$ 70 ,359,287 .oo
9 '6L7,925 .00

27,490, 104.00

Reserve s

Required+
$roo ,770,498.00

5 1467 ,275 .00

5,385 ,41?..00

I , 9 68 ,435 .00

487,788.00

351,286.00

z.

3.

l+.
5.

I

6.

29,644,469 .48 28,644,469.48

I1,553,005.20 11,553,006.20

$202,099 r485.68 $ro7 ,461,3t5.00 $t 54, 538, I 59 .68

-t3-
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Minnesota Statutes L957, Chapter 355, requires, in Section 355.20,

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

Systernrs incorne and deductions frorn incorne with increases in total re-

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

The exhibit required by Section 356.20, Subd.ivision 4(2) and (3) is presented

on the following page of this Section III. Iterns of incorne and. deductions frorn

lncorne with the exception of increases in total reserves required were

taken directly frorn staternents prepared by the Executive Director.

. Inasrrruch as any excess of rrincomerr over rrdeductions frorn incornerl

rrust be equal to the red.uction in the Unfunded Accrued Liability of the

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

fact in Itern l3 of the exhibit. It should be borne in rnind that the Decern-

ber 31, 1968 amounts are based on a 3% interest assurnption.

'L4'
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MINNESOTA STATE RETIREMENT SYSTEM

EXHIBIT REQUIRED BY MINNESOTA STATUTES L967 , CI{APTER 355,
SECTION 35 6.20, SUBDMSION a(Z) and (3)

_ jISCAL YEAR ENp_rNc pECEMBER 3t, Ig5g

ANALYSIS OI. INCOME AND DEDUCTIONS FROM INCOME

INCOME

l. Frorn Ernplqveej
Ernploye e co ntributions
Ernploye e acc rued contributions
Ernployee contributions applled

receivable
to past due payrnents

z.

3.

Ernployer c ontributlons
Ernploye r additional contributions
Ernployer accrued contributions receivable

Frorn Investrnents
Interest on debt securities (net)
Dividends on corporate stock

. Prernlu-rn on bonds called
4. Other Revenues

ffiback payrnents by ernployees
Ernployer payrnents in Ileu of lnterest
Adjustment in prior year benefit payrnents
Unclairned benefits cancelled into fund
Galn on sales/transfers of securities

5. TOTAL INCOME

DEDUCTIONS FROM INCOME

6. Benefits
Retlrernent benefits (paid frorn MSRS Fund)
Retirernent benefits (paid frorn MAFB tr.und)

.. Survivor benefits
Interest paid - deaths & cornpulsory retirees

'l . Refundrnents
Left service
Coverage by other systerns
Ernployee deaths
Annuitant deaths (paid frorn MSRS Fund)
Annuitant deaths (paid frorn MAFB Fund)
Erroneous deductions

8. Operating Expenses
9 - Miscellaneous

Interest transferred to TRA Fund
10. Increase in Total Reserves Requlred

Reserves Required lZ-31 -68
Reserve s Require d IZ -3L - 69

Unfunded Accrued LlabLlity I Z -31 -58
Unfunded Accrued Liability LZ-3L - 69

$ 6,I80 ,397 .77
234,840 .50

7 ,103.71

6,187,554"16
3,58I ,831 .58

346,480.45

3,692 1714.58
| ,z9z r 894 " 31

5,ZlZ -31

lo,9zt .62
559.91

?, r48O.3r
357.02

233,030.89
$zt ,77 6,37 5 .zz

II. TOTAL DEDUCTIONS I.ROM INCOME
LZ. EXCESS OF INCOME OVERDEDUCTiONS FROM INCOME
13. REDUCTION IN UNT'UNDED ACCRUED LIABILITY:

$ zz,279.,694"os

$t +o )zz4,4t o .oo
154,638,L69.68

z r126,z30 .92
z,3ol ,867 .35

3?,,857 .64
65,792.07

I r 680 ,270 .57
130r096.I0
254,899.06

zz )583.33
27,554.77
8,592 .7 6

365 ,713 .40

r , I86.75

L4 413 759 .68

$zl r+sL ,4r4 .35
$ 344,960.s7

$ 344,960.87

-15-
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Minnesota Statutes L967, Chapter 356, requires, in Section 356.20,

Subd.ivision 4(4), that there be subrnitted annually an analysis of changes in

the rnernbership of the Systern. Section 356.2L, Subd.ivisions 4 and. 5, re-

quires inforrnation with respect to the annual payroll and annual annuities

of, the rnernbers of the Systern as well as certain inJorrnation with respect

to average ages. The exhibit required. by Section 356.20, Subdivision 4(4),

Section 356,2L, Subdivision 4(5), and Section 356.2I, Subdivision 5(t) and

(10) is presented on the following pages of this Section III. AIl of the in-

forrnation was taken <iirectly frorn an exhibit prepared by the Executive

Dire ctor.

- I6:
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MINNESOTA STATE RETIREMENT SYSTEM

EXHIBIT REQUIRED BY MINNESOTA STATUTES 1967 , CHAPTER 356,
SECTION 356.20, SUBDTYISTON 414), SECTION 356.2r, SUBDTVTSTON 4(5) AND

SECTION 356-21, SUBDTVISION 5(9) AND (10)
FISCAL YEAR ENDING DECEMBER 3T , 7969

COVERED EMPLOYEE STATEMENT

ACTIVE EMPIOYEES:

Active at Januar y l, 1969

New Entrants, 1969:
t

, TOTAL:

Less Separations frorn Active Service:

Refundrnent:

*Separatlon with a Vested Right to
a defBrred annuity:

I

*Separation with neither refundment nor
right to a deferred annuity:

Disability

Death

Servlce Retirernent

TOTAL SEPARATIONS:

Active at Decernber 31 , L969

NUMBER ANNUAL PAYROLL

34,591 $181,058,5t3.95

6,037 $ 9,580,t97.59

76

tgrz48

44,839

|,gzg

z5

lrg

347

17 ,397 ,684 .83

33, 6t I .89

377,564.43

1,5441397 .r5

*Employees in this group do not have earning or deductions in 1959.

Average Entrv Age of New Ernplovees

For the Year Male Fernale Average of Total

I,433

36,406 $20 t, 375 ,594.94

28.4
z8.z
29 .5
?8.9
28.2

t965
1966
L967
r958
1969

3t.4
3t.4
32.0
3t .5
31.1

?,6.1
26.I
z8.t
z7 .4
26.8

I

f, Awerage age at entry into State service for all actlve ernployees at Decernber 3l , 1969:

Average Male 33.4
Average Fernale 3f .5
Total Average 3Z.O

-L7 -
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ANNUITANT STATEMENT

ANNUITANTS:

19 69

31, 1969

L969, Ch.893, Sec.8

Annual Annuity
Benefit Payable

(r) SERVICE RETIREMENT

Receiving at January l,

Nurnber

3, 303

348

3, 651

l8z
l8z

3,469

L9Z

t8

t74

Nurnber

rt8

tl

tzg

7
7

LZ2,

$3 ,to+,534 .52

464,210 . 88

tls ,728 .9 6

$4,294 ,474 .36

$ zt3,2t6 .92

$ zt3,gL6.gz

$4,ozo ,557 .44

133,360 .92

23,93L .24

4,537 .84
I 6l ,830 . oo

$ ts,9+s .zo

$ 13,945 .zo

$ 142,884.80

Annua1 Annuity
Benefit Pavable

$ 90,367 .44

7 ,59?.04

3,167.64
lol,7z7.Lz

3,92L .LZ
3,921 .rZ

97 ,Z06.oO

New

3.56% increase - Laws 1959 , Ch.893, Sec.8

TOTAL:

(zl

Reductions:

Deaths
TOTAL:

Receiving at Decernber

DISABLED EMPI.OYEES:

Receiving at January I , L969

New Disabilitie s

3.56% increase - Laws

t67

z5

TOTAL:

Reductlons:

Deaths

TOTAL:

Receiving at Decernber 31, I969

Recelving at January 1, L969

New

l8

(3) VTIDOWS RECEIYING AN ANNUITY OR SURYIVOR BENEFIT:

A. Beneficiarles of Retired Ernployees Recelving an optional or
reversionary annuity:

3.56% lncrease - Laws 1969, Ch.893,Sec.8
TOTAL:

Reductions:

Deaths
TOTAL:

Recelving at Decernber 31, 1969

$

$

-I 8-
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ANNUITANT STATEMENT

Spouses Receiving a Survivor Benefit:

Receiving at January I , 1969

New

TOTAL:

Reductions:

'Widow Death

TOTAL:

Receiving at Decernber 3l , 1969

(4) CHILDREN RECEIVING A SURVIYOR BENEFIT:

Receiving at January I, 1969

Receiving at Decernber 37, 1969

(5) DEFERRED ANNUITANTS (Left State service before

Recelving at January I , 1969

New Retirernents

3.56% increase - Laws L969 , Ch.893, Sec .8

B.

(Continued)

Nurnber

I

I

reaching

36 $ 32,087 .64

$ zeo.oo

$ 780.00

$ 31,307 .64

Annual Survivor
Benefit Pavable

$ 32,087.64

$ z8o.oo

$ ?8o.oo

retirernent age):

Annual Survivor
Benefit Pavable

$299 ,083 -92

$ zt ,796.80

l0,375.80

$337 ,256.52

$ ro,3zz.q4

$ to 1377 .84

$326',8?8 .68

36

0

I

35

TOTAL:

Reductions:

Deaths

TOTAL:

Receivlng at Decernber 3L, 1969

Average Age at Retirernent of

Nurnber

475

46

52t

I8

503

New Servlce Annuitants

t8

Year
1965
1966
1967
l9 68
t969

Average age at retlrernent

Average Retirernent Age

66 years 4 rnonths
66 years 2 rnonths
66 years
67 years 4 rnonths
66years 2rnonths

of all. exlsting annultants: 66 year s 4 rnonths

_t9 _
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I ^ ^F/ ar d , a! | :- a -t La - rt! dL-L--L-- titI Section 356.2I, Subdivision 4 of the Minnesota Statutes L967 requires

I an analysis of the increase or decrease in the unfund.ed liability that occurred
I

slnce the last valuation. The exhibit shown on the following pages of this
I
I Section III contains the inforrnation required by Section 356.2I, Subdivision

4(l), (zl, (3), (a) and (s).

-20-
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MINNESOTA STATE RETIREMENT SYSTEM
I
II EXHIBIT REQUIRED BY MINNESOTA STATUTES 1967 , CHAPTER 356

SECTION 356.21, SUBDMSION 4(l), (z), (3), (4) and (5)
F'ISCAL YEAR ENDING DECEMBER 3I , 1969

I . Unfunded Accrued Liability Decernber 31 , 1958 $22 1279,694

Z. Change due to current rate of funding and
lnterest requirernent (Subdivision 4(4)):

(a) 1969 Past Service Contribution - $4 ,387 ,696

(b) 3% Lnterest requirernent

3. Ghange due to actuarial gains (-) ot
losses (+ ) because of 1959 experience
deviations frorn expected
(Subdivision 4(3))

(a) Excess intere st earnings

+ 669,391 3,7L9 ,305

(b) 1![ithdrawals

- I ,972,696

- 27z,66g

(c) Age and Service retlrernents + 4121426

(d) Disability retirernents

(e) Deaths in active service

(f) Salary increases

4. Change due to 1969 entrants
(Subdivislon 4(5))

5. Unfunded Accrued Liabillty Decernber 31, 1969
Old Plan - 3% interest assurnptlon
(Itern I plus Itern Z plus Itern 3 plus Itern 4)

6. Increase due to 1969 PLan Arnendrnents

7. Unfunded Accrued Ltability Decernber 3L, L969
New Plan - 3% irterest assurnptlon

+ 5 
'909

+ 74,533

+ 2,494,842 + 842,356

- I ,3ol,ggg

18, l0o ,745

14,L33,531

32 1234,277

8. Reduction due to Change to 3-llZ%
trterest assurnption lArz99r544

9. Unfunded Accrued Liabtlity Decernber 31, 1969
New Plan - 3-l lZTo Lnterest assurnption 2lr934r733

-zt-
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4g"

20
?,1

zz
23
z4

z5
z6
27
z8
2g

30
3I
3Z
33
34

35
36
37
38
39

40
4l
4?
43
44

45
46
47
48
49

SCHEDULE I

SALARY SCALES

Male

,580
.597
' 6L4
.634

' .654

,674
.694
,7 14

.734

.754

,774
.793
. 8I0
-826
;840

- 851
.863

* 883
-892

. g0I

.g0g

.g L7

.924
' 931

' 938

'942
'948
.956
"960

"965
'970
'974
'978
' 98I

COATES. HERFURTH & ENGLANO. CONSULTING ACTUARIES

Fernale

50
5r
5Z
53
54

.596

. 615

.633

. 651.

.669

.687

.705

.7 23

.741

.759

.775

.790

.803

. gI6

. g2g

.84r

.853
,864
.874
.884

.893

.902

.9I I

.gLg

.g26

.933

.939

.945

.951

.957

.963

.968

.973

.977

. 98I
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SCHEDULE I

SALARY SCALES

(Continued)

Male

.984
,:987

.989
'99t
.993

.994

.995

.997

.998

.999

t. 000
t,000
r.000
r,000
r.000

1.000

Fernale

55
56
57
58
59

60
6r
6z
63
64

65
66
67
68
69

70

.984

.987

.988

.990

. 99I

.993

.994

.996

.997

.999

r. 000
r.000
1.000
r.000
1.000

t. 000

CoATEs. HERFURTH & ENGLAND. CoNSULTTNG ACTUARTES
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SCHEDULE 2

Male Members

Probabilities of Separation frorn Active Service

(Nurnber Separating at Each Age Per 10,000 Working.at That-A,ge)

Disability
Age and Service

RetirernentAg.

z0
ZL
zz
23
24

z5
26
27
28
zg

30
3I
3Z
33
34

35
36
37
38
39

40
4L
4Z
43
44

45
46
47
48
49

'W'ithdrawal

z,400
2,250'
2, 090
L,920
1,7 60

l, 5oo
1,470
L,340
l,230
l, I30

l, 040
950
890
830
770

720
680
640
600
560

530
500
480
460
430

410
390
370
350
340

Death

6

6

7

7

7

8

I
8

9
9

t0
l0
II
L2

.13

r5
t6
I8
z0
z2

z5
28
30
33
37

4L
46
5I
57
63

z
z
z
z
z

z
z
2
z
z

z
z
2

z
z

z
3
4
5
6

CoATEs. HERFURTH & ENGLAND, CoNSULTTNG ACTUAR|ES
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SCHEDULE Z

Male Merr-'.bers

(Continued)

P_robabilities of Separation frorn Active Service

(Nurnber Separating at Each Age Per I0, 000 Working at That Age)

Ag"

50
5I
5Z
53
54

55
56
57
58
59

60
6l
62
63
64

65
66
67
68
69

70

W'ithdrawal

--r..-

320
. 300

280
260
240

210
170
140
90
40

Death Disability

70
77
8s
93

L0z

rti
rzo
LZg
t39
148

157
166
175
184
L94

204
zL4
z24
234
244

7

I
IO
LZ
t4

Age and Service
Retirernent

280
30

r00
r00
140
r80
870

2,200
950

L,250
1,700
2,150

10,000

L7
zo
z3
z8
33

38
45
55
68
87

COATES, HERFURTH & ENGLAND. CONSULTING ACTUARIES
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SGHEDULE 3

Fernale Mernbers

Probabilities of Separation frorn Active Service

(Nurnber Separatingat Each Age Per I0, 000 W_orking at That Age)

Age and Service
Retirernent

5

6

6

6

6

6

6

6
6

6

6

7

7
7

7

I
I
I
I
9

z5
z6
27
z8
zg

z0
2L
zz
z3
24

30
3I
3Z
33
34

35
36
37
38
3g

40
4L
4Z
43
44

45
45
47
48
49

'Withdrawal

3,700
3,550 .

3,390
3,230
3, 070

Z,9to
2,750
z,600
2,430
zr270

z, Lzo
L,97 0
I, 820
t, 680
L,540

I,410
l, 300
1, I90
t, og0
I, 000

920
850
780
720
680

630
590
560
530
5oo

Death Disability

9

t0
lr
LZ
t3

L4
I5
r,6

L7

18

I
I
I
I
z

z
z
3

3
3

3
4
4
4
5

CoATEs. HERFURTH a ENGTAND, CONSULTING ACTUARIES



I

SCHEDULE 3

tr'ernale Mernbers

(Continued)

Probabilities of Separation frorn Active Service

(Nurnber Separating:t Each Age Per I0, 000 W'orking at That Age)

Age

50
5r
5Z
53
54

55
s6
57
58
59

60
6r
6z
63
64

65
66
67
68
69

70

rtrithdrawal

470
440
4r0
390
360

330
zg0
230
r70
90

Death

I9
z0
zz
24

'26

3Z
39
45
53
6t

80
83
86
96

t05

LL4
L24
r33
144
r54

Disability

5
6
7
I

IO

LZ
I5
I8
zz
z6

3l
37
44
52
6l

Age and Service
Retirernent

200
50

r00
50

r50
. 200

600

z, L50
l,200
I,400
z,5oo
3, 550

I0,000

CoATEs, HERFURTH & ENGLAND. CoNSULTING ACTUARIES



GVS Minnesota Memorandurn No. 70-1
July I7, 197 0

MSRS VALUATION AS OF DECEMBER 3I, T969

The purpose of this mernorandurn is to discuss the valuaiion report of the
Minnesota State Retirernent Systern dated June 5, 1970 which was subrnitted to
the Cornrnission in accordance with Chapter 249 of Minnesota Laws L967. The
valuation was rnade using the entry age normal cost rnethoC and assurning 3 llTslo
interest. All valuation reports rnentioned in this firernorandum were prepared
by Coates, Herfurth and Eng1and, Consulting Actuaries.

This rnerno contains the following:

1. Statistical and Valuation Data
Z. Discussion of Valuation Results
3. Conclusion

1. Statistical and Valuation Data

Results of the valuation reports as of Decernber 31, 1968 and Decernber 31,
L969 are shown for cornparative purposes. Figures are rounded where necessary
for sirnplicity of presentation.

As of
Decernber 31

As of
l96S Decernber 3l t969

( 1) Mernbership

Active Mernbers
Inactive Members
Retired Mernbers
Disabled Mernbers
Survivors of Deceased Members

Pavroll and Annuities Pavable

Total Annualized Payroll
Annuities (annual)

Valuation Balance Sheet

(zl

34,591
7, 264
3, ggg

167
37

2I4.2 Million
4.3 Million

36,406
7,905
4,094

t74
36

246.8 Million
4.7 Million

154.6 Million
132.7 Million
21. 9 Million

85.8olo

Accrued Liability $ 140.2 Million
Assets 117.9 Million
Unfunded Accrued Liability(Deficit) $22. 3 Million

Funding Ratio (Ratio of
Assets to Accrued Liability) 84.La/o

(3)



(41 Norrnal Cost and Funding Costs

Normal Cost

Normal Cost
Interest on Deficit
Expenses
Total ( "Minimurn Contributionr' )

Norrnal Cost
Arnortization by 1997
Expense s

Total ( "Required Contribution'r)

(5) StatutorvContributions

Ernployee
Employer Regular
Ernployer Additional
Total Contributions

Accrued Liability $154. 9
As se ts 132. 7
Unfunded Accrued Liability $ 3?.2

Funding Ratio 99.Salo

Norrnal Cost
Arnortization by 1997
Expenses

As of
Decernber 31, 1968

As of
Decernber {, 1969

Percent of
Covered
Pgvroll

5 .59olo

5.59%
0.3r
0.19
6.09T0

5.59T0
0.49
0.19
6. ?7To

3'oolo
3.0

t.5 - 1.0
7.5 - 7.07o *

6. l}o/o
0. 68
0. 19

6.9?%

Percent of
Covered
Pavroll

5.44%

5.440/o
0. 31
0. lg
5.94T0

5.44T0
0.53
0.19
6. L6To

3'oolo
3.0
2.0
8'oqo

* L.5To to June 30, 1970 and

Investrnent Yie1d (A)

1,0% thereafter.

(5) 4.36T0 4.59olo tF

(A) Ratio of investment incorne (on an accrual basis) to mean assets.

* Excluding assets in Minnesota Adjustable Fixed Benefit Fund as of
Decernber 3I, 1969.

Z. Discussion of Valuation Results

Since the I968 valuation was based upon a 3Io interest assurnption and the
1969 vatuation on a 3 L/2To assurnption, the above sumrnaries do not provide a
cornparable basis for a review. Therefore, we shall first sumrnarize the L969
figures on a 3afo assurnption.

-z-



The anaLysis is cornplicated further by the fact that the 1969 Legislature
made improvernents in the benefits provided by the MSRS. If these improvements
had not been rnade, the above sufiIrnary on a 3To basis would have appeared as

follows:

Accrued Liability $150. 8 Normal Cost 5.44T0

Assets l3?,.7 Arnortization by 1997 0' 38

Unfunded Accrued Liability $-I& I ExPenses ry
6. OlEa

Funding Ratio 88- 0%

The following chart displays the effect of the changes in one place:

Unfunded Total
Accrued Normal Required
Liabilitv Cost SuPPort

1968 - Old Benefits - 3.010 $ Zz.3 Million 5.44% 6'160lo

t96g- OldBenefits- 3,Oolo 18. lMillion 5'44 6'01
1969 - New Benefits - 3,oolo 3z,z Million 5' I0 6'97
Lg6g - New Benefits - 3.5q, 21' 9 Million 5'59 6'?7

The MSRS Actuary gives the following breakdown of the change in the un-
funded accrued tiability from the 1968 figure ot $Z?.3 million to the 1969 figure
of $21.9 rnillion:

Decreases:

Arnortization Gontribution $ 3, ?I9, 305

Excess Interest Earnings 1 ,872,686
Exces s Terrninations 272' 668
1969 New Entrants l, 301 , 999
Change in Interest As surnption LO,299, 544

$ L7 , 466, ZOZ

Increases:

Deviations in Retirement Rates $ 412,426
Deviations in Death Rates ?4'533
Deviations in Disability Rates 5'909
Deviations in Salary Increases 2,494,842
Irnprovement in Benefits 14, 133, 531

t? , t?\, ?4!

Net Decrease $ 344'96L

The amortization contribution is about $?00,000 less than the corresponding
figure last year. This was caused by a reduction in the Ernployer Additional
contribution from zTo ol payroll to I I l2% as of July 1, L969.

-3-



The excess interest earnings are up about $175,000 on account of a higher
rate of return. The increase was held down by the transfer of assets to the

Adjustable Fixed Benefit Fund; after transfer, MSRS does not benefit frorn ex-
cess earnings on these assets. Next year the effect of the transfer will be felt
for an entire year rather than for six rnanths. Furtherrnore, the excess will
be measured from 3,5o/o rather than frorn 3%. Therefore, unless there is a

steep increase in the rate of return, we can expect the gain frorn excess interest
earnings to be srnaller next Year.

The Report shows that the average age for new entrants during Ip6t was
slightly lower than the average ages during other recent years. This indicates
a younger age distribution for the 1959 new entrants than for the grouP on which
the 5.44olo normal cost was based. Therefore, the present value of future nor-
rnal costs for the 1959 new entrants exceeds the present value of their benefits
which produces the $1,30I ,999 decrease in the unfunded accrued liability shown
in the surunary.

The above sumrrrary indicates that terrninations occurred at a higher rate
than assurned. This gain is about $180,000 larger than the corresponding gain
during 1958.

Arnong the actuarial losses, the loss frorn deviations in retirernent rates
is about $365,000 larger than the loss in 1968 and the loss frorn deviations in
salary increases has increased about $1,9S0,000. A continuahion of this pattern
rnay suggest a change in these assurnptions the next tirne a survey is rnade.

3. Conclusion

The 1969 Valuation Report filed by MSRS conforrns with the requirernents
of Chapter 249. Furtherrnore, this is an excellent Report containing rnuch
useful inforrnation and rnuch pertinent discussion.

On page 10 of the Report, the MSRS Actuary concludes: "The results of
the current valuation show that the benefits to be provided under the Systerrr can
be financed by the 3To rnemberstcontributions and the Statets "matchingtt 3!o

contributions plus the Statets iladditionalrr contribution for approxirnately
8 Ll2 years.'r In our opinion, this conclusion is correct.

Franklin C. Srnith
Associate, Society of Actuaries
GEORGE V. STENNES AND ASSOCIATES
Cornmission Actuaries
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OFFrcEs rN

SIN FnaNcrsco
DeNven
PesaoeNe

Coanes, HenruRTH & Etrclauo
Cor.r su urrru c AcruARr ES

3OI EAST COLORAOO BLVO.

PasaoENA, Caur FoRNTA 9ilol

TELEPHoNE
AREA CooE 2t3 6al-4455

June 5, 1970

Board of Trustees
Minnesota State Retirement Systern
530 North Robert Street
St. Paul, Minnesota 55101

Gentlernen:

'We are pleased to transrnit herewith our report on the actuarial valuation
of your Retirernent Systern rnade as of Decernber 3I, I959 on the basis of
a 3% interest rate assurnption. This valuation was authorized under Con-
tract No. E -5206 .

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

Very truly yours,

HERFURTH & ENGLAND
nsulting Actuarie s

. Little, F.S.A

RHL:th

I
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REPORT ON

ACTUARTAL VALUATION

OF THE

MINNESOTA STATE RETIREMENT SYSTEM

AS OF.

DECEMBER 31 , 1959

O-N THE BASIS OF 3% INTEREST-RATE ASSUMPTION

The contract under which this valuatlon was authorized speclfied

that the actuarlal valuation be carried out on the basis of the Systern as

it was constituted on Decernber 31, 1969 using 3To ar.d 3-t/Z% interest

rate assurnptions and the other actuarial assurnptions developed during

the course of the Decernber 31 , 1967 actuarial investigation. This report

sets forth the results of the 3% valuation. The results of the 3-l/Z% val-

uation have been subrnltted in a separate report.

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

ernployeesr. we carried out a cornplete valuation as of Decernber 31, 1959

of active mernbers who were ernployed. during the preceding five-year

perlod. The results of these calculations indicate that the total entry age

norrnal cost rate arnourlts to 6.L0% of salary. This rate cornpares wlth

a 5.59% rate d.eveloped on the basls of a 3-I 12% int"rest assurnption

-t-
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Ernployees are requlred by 1aw to contribute 3% and, accordlngly,

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

to 3.t0%.

The law requires that the State rnake the following contributions to the

Fund with respect to rnernbers contributing at a 3To rate:

(1) A "rnatchingrr contribution equal to 3% of the rnernbersr

participating salaries, and

(Z) An "additional't contribution equal to one-third of rnern-

berst contributions , or lTo of participating salaries, corrl-

rnenclngJulylrl9T0

We have bee.n advised that it is the intent of the Minnesota Leglslature

to pay the I'additionalrl contributions referred to above for a lknited tirne

only. Accordinglyr we have assurned that the Statets rrrnatching" contribu-

tlon would be increased to 3.29% to cover the Staters share of the entry age

norrnal contribution (3 .l0%o) plus .lgTo for expenses.

The Actuarial Balance Sheet shown on the following page surnrnarizes

the results of the valuatlon. An Accounting Balance Sheet has not been in-

cluded in this report because it would duplicate the Accounting Balance

Sheet included. in our report on the 3-tlZ% valuation required by law.
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MINNESOTA STATE RETIREMENT SYSTEM

ACTUARIAL BALANCE SHEET. 
ASOF

DECEMBER 31 t969

3% INqEREST RATE ASSUMPTION

ASSETS

Assets on Hand frorn Accounting Balance Sheet:
a) Participation in MAFB Fund
b) Ali othe r As s et s

Present Value of Ernployeest Future
Contributions l3To ot Participating Salary)

Present Value of State Future Contributions
Applicable to:

a) Entry Age Norrnal Cost
(3.I0To of Participating Salary)

b) Unfunded Accrued Liability
(Balance of rtMatching'r Contribution)

c) Unfunded Accrued Liability
(Portion to be funded by rrAdditionalrr
Contribution)

TOTAL ASSETS

$ 28,644,469.48
104, L!5., 87 3 .37

67,9t9,735.00

-0-

$t az ,750,342 .85

59 ,9ZZ,3Z4.oo

3Z 234 277 .t8 94 154 0 rz .18

4.

I07,043.00
6,445.00

$ 28,644,469.48
I1,563,006.20

$z86,gz6,6z9.ol

46,906.35

243 ,60 6, 648 . oo

z,lll 1404.00

4871788.00

40,207 ,475 .68

366 457 .00

LIABILITIES

5. Current Liabilities frorn Accounting Balance Sheet
6. Present Value of Earned and Earnable

Benefits Payable to Presently Active Mernbers:
a) Retirernent Benefits $193, 102, t 38.00
b) Dtsability Benefits 16,5L4,550.00
c) Refundrnents due to death or

withdrawal 33 ,989 ,9 60 .00

7 . Present Value of Benefits for Deferred
Annuitants:

$ t,997,916.00

8.

o

a) Retirernent Benefits
b) Refundments due to death or

withdrawal
c) Beneflts already authorized

Present Vato" of Refundrnents to forrner
mernbers without vested rlghts

Benefits Payable from MAFB Fund:
a) Funds already Transferred
b) Transfers due MAFB Fund

10. Present Value of Survivor Benefits

II. TOTAL LIABILITIES

-3-
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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 asslst you in your understanding of the iterns contained ln the Actuarial

Balance Sheet.

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

counting Balance Sheet.

Itern 2 shows the present value of rnernbersl future contrlbutions re-

qulred by law equal to 3% of the rnernberst participating salaries.

Itern 3 shows the present value of State future contributions to the

Systern. 'We have divided the present value applicable to the Staters con-

tributlons as follows:
\

Itern 3(a) The portion attrlbutable to the Statets share of the total

entry age norrrral co st contribution of 5 . LlTo of rnernbe rs I

salaries. After deducting the rnernbersr share of 3To, the

Staters share of the entry age norrnal cost contrlbution

arnounts to 3.I0% of rnernbersr salaries.

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

ttrnatchingtt contribution which is assurned to be zeto

because the total entry age norlnal cost exceeds 5%.

Itern 3(c) The portion attributable to the Statets 'tad.ditional" contribu-

tlon.

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

Accounting Balance Sheet.

-4-
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Itern 6 shows the actuarially cornputed present value of all benefits

earned to Decernber 31, 1969 and. earnable after that date that wlll be paid

frorn the Systern to presently active rnernbers.

Itern 7 shows the actuarially cornputed present value of all benefits

payable frorn the Systern to rnernbers who have terrninated servlce with

vested benefits .

Itern 8 shows the actuarially cornputed present value of refundrnents

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

\illthout vested benefits

Itern 9 shows the MSRS participation ln the MAFB Fund and Itern l0

shows the present value of survlvor benefits.

The three exhlbits presented on the following pages of thls report are

those which conforrn to the requirernents of Minnesota Statutes 1967 r

Ghapte r 356, Section 356.2O, Subdivislons 4(l), 4lZ) and 4(3), except for

the fact that they reflect a 3% interest assrrnption rather than the 3-l/ZTo

assurnption required by Chapter 355.

-5-
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MINNESOTA STATE RETIREMENT SYSTEM

EXHIBIT REQUIRED BY MINNESOTA STATUTES T967, CHAPTER 356,
SECTION 356 .20, SUBDMSION 4(l )

AS OF
DECEMBER 31 , 19 69

3% INTEREST RATE ASSUI€TION

ASSETS AND UNFUNDED ACCRUED LIABILITY

Assets

I.
z.
3.
4.

Cash in office
Deposits in banks
Short terrn investrnents (at cost)
Accounts receivable:

a) Aicrued ernployee contributions
b) Accrued ernployer contributions
c) Ernployee back payrnents
d) Investrnent rnaturities and sales
e) other

Accrued interest in investrnents
Dividends declared & payable, but not yet received
Investrnent in debt securiiies at arnortlzed cost
Investrnent in equitles at cost (Market Value $341494,f 94.00)
Equiprnent at depreciated cost
Prepaid postage
Participation in MAFB Fund

TOTAL ASSETS

129.34
t84,362.68

3 t7 62, 1 30 .82

234,840 .50
346,480 "45
17,z3l .82
31 ,850.00
tz,z64 -72

gz5,8gg .26
85, g I5 .gg

64,9+9,782.81
33 ,544,9 64 ,00

8,020.08
2,000 " 00

z8 644,469.48

5.
5.
7.
8.
9.

t0.
ll.
lz. $t3z r?50,34?-95

lJnfun4ed Accrued Liabilitv

13. Unfunded Accrued Ltability to be funded by
Statets 3% "Matching Contribution'r in
Statets share of entry.age norrrlal cost
and Operating Expenses

I4. Unfunded Accrued Liabitity to be funded by
rrAdditionalrr co nt ribution

15. Total Unfunded Accrued Liabiltty

portion of
excess of
contribution

State I s
$ -0-

3Z 234 277 .18

$ 321234,277 .18

$16!,984.,620 "o?

2,542 .66
2,868 .97

L2,885 "24
25,344.28

295.00
2,970 "20

46,906.35

$164,237 ,7t3 "68

$164,984,62a.03

I5. TOTAL ASSETS AND UNFUNDED ACCRUED LIABILITY

CURRENT LIABILIJIES AND REqERVES REQUIBEP

Gurrent Liabiiitte s

l7 . Accounts Payable:
a) Annultie s
b) Survivor Beneflts
c) Annuitant deposits
d) Accrued expenses
e) Overpald dividends

18. Suspense Itern
I9. Total current liabilities
Reserves RequireA
Z0 " Total Reserves Required per attached schedule

ZI. TOTAL CURRENT LIABILITIES AND RESERVES REQUIRED

Note: Accurnulated contributions, w'lthout interest, of rnernbers not yet
retlred arnounted to $38,380r 059 .42 as of Decernber 31, 1969 .

-6-
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MINNESOTA STATE RETiREMENT SYSTEM

DETERMINATION OF RESERVES REQUIRED
AS OF

DECEMBER 31 , t969

3% INTEREST RATE ASSUMPTION

(r)

Present Value
of

Benefits

$I93,toz,I38.oo
16,5L4, 550 . oo

33 ,989 , 9 60 .00

2,lll ,404.00

487 , 788 .00

366,457 .00

lz)

Pre sent Value
of Applicable
Portion of

Norrnal Cost
Contribution

Re se rve s

Required
_ (t) - (z)

$t ro ,609 ,o7z.oo
5,928,273 .00

5,227 ,244.00

2r111,404.00

487,788.00

366,457 .oo

(3)

I

I

I

I

I

I

I

I

Benefits For:

I . Active Mernbers:
a) Retirernent Benefits
b) Disability Benefits
c) Refundrnents due to

death or withdrawal

. Deferred Annuitants

Forrner Mernbers Without
Vested Rights

Survlvors

Benefits Payable frorn
MAFB Fund;

a) Funds already
transferred

b) Transfers due
MAFB Fund

Total

82 ,49 3, 055.00
l0, 585 ,277 .00

z8 ,7 62, 715.00

Z

3

4.

5.

6.

28,644,469 .48 28,644,459.48

I1,553,006.20 I1,563,005.20

$zB5 ,779 ,77 z "68 $tzt,B4z,059.oo $164, 937 ,7t 3 . 58
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MINNESOTA STATE RETIREMENT SYSTEM

EXHIBIT REQUIRED BY MINNESOTA STATUTES
SECTION 356"20, SUBDIVISION 4(Z)

FISCAL YEAR ENDING DECEMBER

1967, CEI,APTER 356,
and (3)

31, 1969

3% INTEREST RAIE ASSUMPTION

ANALYSIS OF INCOME AND DEDUCTIONS FROM INCOME

INCOME

t. Iiorn Ernplovees

Ernployee accrued contributions receivable
Ernployee contributions applied to past due payrnents

Frorn Ernplovers
Errrploye r cont ribution s' Ernployer additional contributions
Ernployer accrued contributions receivable

Frorn Inve strnents
Interest on debt securities (net)
Dividends on corporate stock

, Prerniurn on bonds called
Othe r Revenues

Interest on back payrnents by employees
Ernployer payrnents in lieu of interest
Adjustrnent in prior year benefit payrnents

. Unclairned benefits cancelled into fund
Gain on sale s /t ransfe r s of s ecuritie s

5. TOTAL INCOME

DEDUCTIONS FROM INCOME

6. Benefits
---Eerernent benefits (paid frorn MSRS Fund)

Retirernent benefits (paid frorn MAFB r.und)
Survivor benefits
Interest paid - deaths & cornpr-'-lsory retirees

7 . Refundrnents

--TEF[-GviceCoverage by other systerns
Ernployee deaths
Annuitant deaths (paid frorn
Annultant deaths (paid frorn
Erroneous deductions

8. Operating Expenses
9. Miscellaneous

'-Trterest transferred to TRA Fund
10. Increase in Total Reserves Required

Reserves Required lZ-3I-69

z.

3.

A

$t+o ,zz4r4ro.oo
164,937 ,773 "58

$ 6, I 80 ,397 .77
234,84O "50

7 ,103.7 7

5,187,554.76
3,581,831 .68

346,480 .45

3,692,7t4.58
| ,292,884. 31

S rZtZ -37

la,9z7 -62
559.91

z,480.31
357 .02

233,030.89

$zL ,t7 6 ,375 .zz

z,726,?30 .92
2,30t,857 .35

32,867 .64
65 r79Z.ot

1,680 ,270.57
130,095.I0
254,899.06
22 1583.33
z7 ,554.77
8,592.76

365,7t3.40

L,L96.76

z4 713 303.68

$3I, z3o ,958.35
($ 9,954,5s3.I3)

($ g,g54,583.I3)

MSRS Fund)
MAFB Fund)

I I . TOTAL DEDUCTIONS FROM INCOME
LZ. EXCESS OF INCOME OVER DEDUCTIONS FROM INCOME
I3. REDUCTION IN UNFUNDED ACCRUED LIABILITY:

$ zz,z7g ,694.05Unfunded Accrued Liability 1Z -31 -68
Unfunded Accrued Liability lZ-31 - 69

-8-
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