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Gentlemen:

I,tre have prepared an actuarial valuati-on of
System, State Employees Retirement Fund as

AJS/ul

January 16, 1981

the Minnesota State Retirement
of June 30, 1980.

The valuation was performed on the basis of accepted actuarial methods and
procedures, in accordance with Ehe applicable provisions set forth in
Minnesota Statutes (Chapter 356) and stipulated in the Contract between
the State of Minnesota and The Wyatt Company.

We hereby certify that on the basis of our valuation, contributions required
from employees and the State under Minnesota Statutes (Chapter 352) are
adequate Eo provide benefits payable from the Fund. FurEhermore, the entry
age normal cost method was utilized in det.ermining the accrued liability for
all benefits payable under the Fund.

Respectfully submitted,

THE I^IYATT COMPAM

llan J. Grosh
Fe11ow, f Actuaries

Alan J. Schutz
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MINNESOTA STATE
STATE EMPLOYEES

Actuarial Valuation

RETIREMENT
RETIREMENT

as of June

SYSTEM
FI]ND

30 1980

PURPOSE AND SUI'TIARY

The purpose of this report is to set forth the financial staEus of
the Mi-nnesota staEe Retirement System (MSRS), State Employees Retirement Fund

in accordance with Ehe applicable provisions set forth in Chapter 356 of the

Minnesota sEatutes and chapter 607 of the Minnesota Laws of 1980.

Chapter 356 of the Minnesota Statutes sets forth the annual reporting
requirements which govern the public employee retirement systems in Minnesota.

The principal requirement (in addition t.o the experi.ence study required every

fourth year) is that an actuarial valuation be performed each year and that the

valuation specifically set forth the following items based on an assumed 5%

interest rate and a 3L<% salary scale assumption:

1. The assets of the plan and the present value of alr benefits
which will be payable from the plan.

2. The normal cost of the plan (as a level percentage of payroll)
based on the entry age normal cost method.

3. The accrued liability of the pIan, defined as the present value
of all benefits less the present value of future entry age
normal costs.

4. An actuarial balance sheet showing accrued assets, accrued 1ia-bilities, and t.he deficit from fu1l funding of ghe accrued
liabiliry (unfunded accrued liability) .

5. The annual contribution required to pay normal cosE and amort.ize
the June 30, 1980 unfunded accrued liability by June 30, 2OOg.

6. An analysis explaining the j-ncrease or decrease in the unfunded
accrued liability since the last valuation.

Chapter 607, Article 14, Section 16 of ttre Minnesota Laws of 1980

(which eventually will be entered as ChapEer 11A of the Minnesota Statutes) per-

tains to the operation of the Minnesota Post RetiremenE Investment Fund (MPRI

Fund). rt includes requirements regir.rding the determination of the present value of
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benefits payable from the MpRf Fund (as of

1981) and the corresponding mortality gain

facilitate an appropriate transfer between

MPRI Fund.

The

greater detail

June 30, 1980 and as of January 1,

or loss each year, the latter to

the State Employees Fund and the

Thi-s reporting on the status of the State Employees Retirement Fund

as of June 30, 1980, is intended to comply with all of the requirements regard-

ing actuarial reporting that are set forth in Chapter 356 of the Statutes and.

Chapter 607 of the 1980 Laws. The Appendix at the end of the repor; cross-

references the information of the Minnesota Statutes seE forth herein with that

specifically called for under chapters 356 and 607 respectively.

Last year we performed an experience study as prescribed by Chapter 356.

As a result of the findings in that study the Board adopted revi-sed actuarial

assumpti-ons (pertaining to the incidence of mortality and disability, and the

1eve1 of assumed expenses as a percentage of pay) which are reflected j-n this

valuation. The revi-sion has resulted in increases in all actuarial requirements

which have been communicated to the Board during the past year.

In surnraary, our valuation reveals the following:

1. The chapter 356 contribution requirement has increased from
8.64% of pay to 8.95% as of June 30, 1980. Wirhour rhe
revisions in actuarial assumptions these requirements would
have actually decreased to 8.427".

The prescribed contributions mandated by chapter 352 of the
Minnesota Statutes represent LL7.37" of the Chapter 356
requirements.

,

3. The portion of accrued benefits funded on a plan continuation
basis has increased from 85.75% to 87.Ol%, thereby improving
the already extremely atEractive funding status of the p1an.

results of our valuation underlying the above are set forth in

in the following sections of this report.

-2-
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CHANGES FROM THE PRIOR YEARIS REPORTING

In addition to the aforementioned revisions in actuarial assumptions,

there have beea Ehree other changes reflected in the valuation. Chapter 607

of the MinnesoEa Laws of 1980 revised the Statutes governing the Minnesota

Adjustable Fixed Benefi.t (MAFB) - first by changing the name of the Fund to the

Mlnnesota Post-Retirement Investment Fund (MPRI Fund), and second by revising

the manner in which the post-reti-rement benefit increases are deEermined.

The manner in whi-ch the deficit in the MPRI Fund (i.e., the counter-

part to the prior MAFB Annuity Stabilization Account) is reported has been re-

vised in accordance wi-th our discussi-ons with the Executive Director of MSRS

and with the recommendation of the Legislative Auditor. This changes slightly

the manner in which the accrued liability and asset items are determined. This

ehange revises certai-n values reported last year which are used this year for

comparatj-ve purposes, and i-s described in detai-l later in the report.

Fina11y, the disability provisions under the Correctional Plan have

been improved and now include a more liberal definition of disability, as well

as an improved benefit formula and special provisions for Correctional Officers

who are disabl-ed in the line of duty.

PRINCIPAL VALUATION RESULTS

The principal results of our valuation are summarized and

wich those of June 30, L979 in the Eable on the following page. Two

values are set forth for 1980 in order to facilitate a determination

impact of the revisions in actuarial assumpti-ons.

-3-
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SUMMARY OF PRINCIPAL VALUATION RESIILTS

Prior
Assumptions

L979 1980

Revised
Assumptions

1980

')

3.

4.

Normal Cost:k

a. General Plan

b. Correctional Plan

Accrued Liability

Valuation Assets

Accrued Liability
Funding Ratio

Unfunded Accrued
Liability

Chapter 356 Require-
ment

Prescribed Chapter 352
Requirement

Plan Continuati.on
Liability

40 ,642,250
(6. s3)

L ,566 ,455
(10.24)

675,977,399

49L,342,299

7 2.69"t

L84,635,L7O

55,102,118
(8.64)

66,698,565

573,007,689

44,977 ,L7O
(6. ss)

1,7 65 ,244
(10. sl)

739,2L9,349

559,165, 868

77 .00:l

170,053,491

59,239,930
(8.42)

7 3 ,854 ,7 36

628 ,7 2L,080

46 ,831, 191
(6.82)

L,787,079
(10. 64)

767,247,L6L

569,165,868

7 4 .L87"

198, 081, 293

62,966,897
(8,95)

7 3 ,854 ,7 36

653, 668,405

87.07%

5.

6.

7.

B.

o Plan Continuation Lia-
bility Funding Ratio

Parentheses indicate item as a

8s.7s% 90.53%

percentage of covered payroll

The normal cost for General Employees has increased from 6 .532 of.

covered payroll reported in the June 30, I97g valuation to 6.82il of. covered pay-

ro11 as of June 30, 1980. Chapter 352 of the Minnesota Statutes requires that

General Plan Employees and the State each contribute 4% of covered payroll to-
wards normal cost and that -the State contribute anttadditional conEri-butlon,

for funding the unfunded accrued liability (as discussed 1ater, I"flC/ToD temporar-

i1y pays 3.82 of pay in addition to these requirements). Consequently, after

-4-
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adjusting by 0.LB% of covered payroll for operating expenses, L.00% (8.002 -
6.82% - 0.182), in addition to the legislated 27" ttadditional contribuEion" is

available for amortizing the unfunded accrued liability. The increase in the

normal cost requirement for General Employees is due prlmarily to previously

mentioned revisions to the actuarial assumptions.

The normal cost for Correctional Employees has increased from L0.24%

to 10.647" of covered payroll. Chapter 352 requires that Correctional Employees

pay 6% of pay Eowards normal cost and that the State contribute 97" of covered

payroll towards normal cost as well as a 57" Iegislated "additonal contributi-on"

by the State for amortizirng the unfunded accrued liability. Consequently, after

again adjusting by .187. of covered payroll for operating expenses, 4.187"

(I5.00% - 10.642 - 0.182) in addition to the legislated 5% "additional contri-

bution" is available for amortj-zing the unfunded accrued liability. The in-

crease in the normal cost for Correctional Employees is primarily due to (i) the

revisions to the actuarial assumptions and (fi) the improvement of the disability

provisions.

While the accrued liability of the plan has increased from $675,977,399

to $767,247,161 during the year, the valuation assets of the plan have increased

from $491 ,342,299 to $569,165,868 duri-ng the same peri-od. Consequently, the

unfunded accrued liability has increased from $184,635,170 on June 30, I979 to

$198,08L,293 on June 30, 1980 while the portion of accrued liability funded has

increased from 72.69% to 74.L87" during the same period. The Chapter 356 contri-

bution requirements have increased from $55,!02,118 to $62,966,897.

The present value of accrued benefits, determined on a plan continuation

basis (applying all ongoing actuarial assumptions including assumed salary in-

creases and turnover) has also increased from $573,007,688 to $653,668,405 during

the year. Coupled with the increase in plan valuation assets, this results in

-5-
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a depth of funding ratio (defined as the valuation assets divided by the

present value of accrued benefits) increase from 85.75% as of June 30, 7979

to 87.07% on June 30, 1980.

including

Table 1(b)

Table 1(a) summarizes the results of the valuation

the breakdov,rn between the General and Correctional

sets forth a more detailed comparison between the

and June 30, 1980 principal actuarial valuation results.

ADDITION OF THE }MTROPOLITAN TRANSIT COMMISSION/TRANSIT OPEMTING DIVISION

Effective July 1, L978, the MTC/TOD Retirement Fund was transferred

to MSRS. As set forth in Chapter 600, Section 9 of the 1980 Minnesota Laws,

IfIC is to make addi-tional annual contributions in the amount of 3.87. of covered

payroll until the additional unfunded accrued liability of $7 ,307,545 is paid

off.

Determined in the manner documented in last yearrs report, the out-

standing additional amount owed by MTC/TOD as of June 30, L979 was $6,342,502.

Based on the MTC/TOD contributions made during the year for this purpose (report-

ed by the Executive Director to be $1,551,2L9.95) and the 62 interest rate pre-

scribed in Chapter 600, we have determined that the additional deficiency is

$5,125,296 as of June 30, 1980.

VALUATION ASSETS

The Executive Director furnished us with a Financial Report setting

forth the assets and liabilities of Ehe Fund as of June 30, 1980. The account-

ing balance sheeE furnished by the Executive Director is set forth in Table 2(a),

as adjusted by us to reflect a $10,77I,662 transfer of assets from the State

Employees Retirement Fund [o the MPRI Fund as a result of (i) the increase in

reserve requiremenEs due to the revision in actuarial assumptions, (ii) a decrease

for the mortality gain during the year and (iii) a small accrual iEem for

-6-
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payments due the SER Fund from the MPRI Fund.

In order to determine Ehe Chapter 356 contribution requirements, as

well as the unfunded accrued liability and depth of funding ratio, separately

for Correctional and General Employees, the State Contribution Reserve (see

item B.5 under the reserves set forth in Table 2(a)) must be allocated between

the General and Correctional Employeest portion of the fund. That is, of the

$569,165,868 of valuaLion assets in item B.6 only the SEate Contribution

Reserve is not already split into the respective portions for Correctional and

General Employee groups. The method used in last yearrs report (which was a

revision to the method used in prior years) has been retained and may be briefly

outlined as follows:

1. Start with last yearts resulting allocation.

Add estimated State contributions to each plan, determined by
allocating the actual State contribution for the year in pro-
portion to the respective amounts derived by applying the
State contribution rates to average General and Correctional
payrolls during the year.

DeducE any refund of contributions and transfers of assets to
the MPRI Fund (estimated, based on ne\,r retirees reported at
the end of the year and including the transfer for reserve
strengthening) during the year. Note that this step is per-
formed only in regard to those items which we can definitely
allocate on the valuation date. Determine new 1980 base
before allocati-on of investment earnings.

Allocate investrnent earnings, net of operating expenses in
proportion to the new base.

June 30, 1980 allocation on this

results in valuati-on assets as

General Plan

Correctional Plan

Total

-7-
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$546,987,559

$ 22,178,309

$569 , 165 ,868
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ACTUARIAL BAIANCE SHEETS

Table 2(c) sets forth an actuarj-al balance sheet sunrnarizing the

actuarial valuation. Whereas the previously mentioned accounting balance

sheet (Table 2(a)) balances the current assets to daEe with current accumulated

reserves for benefits payable, the actuarial balance sheet compares total assets,

including the present value of all future contributions payable to the plan,

with the present value of all benefits payable from the plan.

Tab1e 3(a) sets forth a balance sheet comparing the assets and unfunded

accrued liability (the total of the two equaling the accrued liability) to the

current liabilities and reserves requi-red under the plan. This table is in the

format specifically required by Chapter 356 and is supported by attachments in

the form of Tables 3(b), 3(c) and 3(d) which set forth the determination of the

unfunded accrued liability and Ehe status of the MPRI Fund as of June 30, 1980.

MINNESOTA POST RETIRNI'{ENT INVESTMENT FIJND

Background

The Minnesota Post Retirement Investment Fund (MPRI Fund), previously

termed the MinnesoEa Adjustable Fixed Benefit Fund (MAFB), is basically a

vehicle for providing variable annuity payments to pensioners. When an active

participant retires, assets equal to the present value of future benefits payable

to that partici-pant (and beneficiary, if applicable) are transferred from the

State and Employee Contribution Reserves, to the MPRI Fund. Thereafter, benefj-ts

are paid from the MPRI Fund. Future benefit increases are determined on the

basis of rhe j-nvestment performance of MPRI Fund assets.

Article 14, Section 16 of Chapter 607 of the 1980 Minnesota Laws

a new rnethod for d.etermining benefit increases. A benefit increaseprovides

granted

year in

in any year in which the earnings of MPRI Fund assets exceed 52. In

which there is an MPRI Fund deficit (i.e., required reserves exceed

-8-
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MPRI Fund assets) 25% of any income in excess of the 57. requirement is credited

towards amortlzing the deficit, with the remaining 757" being used to provide

benefit increases. If there is no MPRI Fund deficit, all income in excess

of the required 5Z Ls used to provide benefit increases.

MPRI Fund Status as of June 30, 1980

Table 3(c) sets forth the determination of MPRI Fund net assets and

reserve requirements as of June 30, 1980. The State Board of InvestmenE reported

MPRI Fund net assets of $187,854,452. The Table sets forth net assets of

$198,626,L74 as of June 30, 1980 which reflect the following adjustments:

1. A decrease of $140,317 representing a transfer to the State
Employees Retirement Fund for the mortality gain experienced
during the year.

An increase of $10,911,979 for reserve strengthening
($10,912,032) and an accrual adjustment (minus $53).

The required reserves for MPRI Fund benefi-ts were determined to be

$205,L04,32L and $202,018,427 as of June 30, 1980 and January 1, 1981 respective-

Ly. The latter represents the base for benefit increases that will go into

effect on January 1, 1981. It should be noted that reti-rees under the Unclassified

Plan have been included in the valuation for the first time although assets for

Ehese retirees had been transferred to the MAFB Fund in prior years. This result-

ed in a slight increase ($44,045) in the MPRI Fund deficit as compared to that

reported by the State Board of Investment. This adjustment, plus additional

credits towards reducing the MPRI Fund of $2,442,283 ($1,900,779 representing

25% of the MPRI Fund investment income in excess of the required 5% and $541,504

due Eo other credits per Chapter 607) resulted i-n a net decrease in the MPRI

Fund deficit of $2,398,237.

As required by Chapter 607 of the 1980 Laws, Table 3(d) allocates the

mortality gain and reserve determinations for January 1, 1981 benefit increase

purposes to the eligible and non-eligible groups.

-9-
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Accounting Treatment of MPRI Fund Deficit

The Legislative Auditor, in his February 4, 1980 memorandum suggested

several revisions to the manner in which assets and llabilities pertai-ning to

the MPRI Fund are to be disclosed. These suggestions have been incorporated in

this report.

Generally, participation in the MPRI Fund j-s now defined as the greater

of net assets, or required reserves. This suggests thaE a ttsurplustt (or assets

exceeding required reserves) in addition to being treated as an asset is also

treated as "a liability" even though lncreases have not or possibly will not be

granted based on this surplus. Conversely, a deficit (or the amount by which

required reserves exceed actual assets) in addition to being treated as a liabi1-

ity , is now being treated as an asset. This latter condition represents the

staEus as of June 30, 1980 which can be depicted as follows:

ACCOI]NTING TREATMENT OF MPRI FI]ND

ASSETS

Net Assets
MPRI Fund Deficit
TotaI

LIABILITIES

Required Reserves
MPRI Fund Surplus
Total

These

1. The plan continuation liability funding ratio is slightly
higher on this basis since an identical amount (equal to the
MPRI Fund deficit) has been included in both the numerator
and denomi-nator of the fraction.

Table 4 musE now include a balancing item representing Ehe
change 1n Ehe MPRI Fund deficit during the year.

-10-
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198,626,1L4
6 ,478,207

205,104,321

205,104,32L
0

205,L04,32L

revj-sions produce the following changes in disclosure Ehis year:



While we feel that the accounting method introduced i.n our pri-or

yearts report represented a more complete disclosure of actual assets and

reserve requirements of the State Employees Reti-rement Fund, rve have adopted

the LegislaLive Auditor's recouunendation to be consistent r'rith the reporting

approach of the ot.her major public retirement plans in Minnesota.

RECONCILIATION OF THE I]NFI]NDED ACCRUED LIABILITY

Tables 4 ar,d 5 reconcile the change in the unfunded accrued liability

during the year. Table 4 sets forth an accounting balance sheet illustrating

that the increase in the unfunded accrued liability is equal to the excess of

deductions over income during the year.

Table 5 sets forth our analysis of the change in the unfunded accrued

liability. As is shovm in detail in the table, the unfunded accrued liability

i-ncreased from $184,635,170 on June 30, L979 to $198,081,293 as of June 30, 1980.

This increase has resulted primarily on account of:

1. A reduction due to contributions (employee plus employer) in
excess of normal cost, operating expenses and interesE on the
unfunded accrued liability, J-n the amount of $15,723,605.

EMPLOYEE DATA

The Executive Director furnished us with employee information pertai-n-

ing to all active members, inactive members and reti,red members of the System.

Tables 6(a) through 6(d) summarize the changes in active, i-nactive and retired

-11-
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An increase of $28,027,812 due to the change in the actuarial
assumptions, ineluding an increase of $10,912,032 in MPRI Fund
reserve requirements.

An increase of $238,354 due to the improvements in the
disability provisions under the Correctional Plan.

An increase due to a net actuarial loss of $903,563. The net
acEuarial loss reflects the extent to which investment,
turnover and mortality gains have been exceeded by the loss
attributable to pay increases.



membership during the year in accordance with the requirementsmembership during the year in accordance with the requirements set forth in

Section 356.215 of the Minnesota Statutes, Subdivisions 4 and 5. A11 of the

information was extracted from an exhibit prepared by the Executive Director.

The data reported as of June 30, 1980 reflects covered payrolls of

$654,775,846 and $16,157,502 for General and Correctional Employees respectively.

Chapter 356, Section 356.215, Subdivision 4 of the Statutes requi-res that the

actuarial valuation reflect salaries that r^rill be in force during the ensuing

fiscal year for which the valuation is being performed. In order to satisfy

this requirement, salaries as reported have been adjusted for valuation purposes

as 
.f 

o11or.rs:

1. Based on salary information submitted by the Executive
Director, an across the board increase of .31 cents per hour
became effective on July l, 1980, for Correctional and
General Employees, excluding those employed wiEh I{IC/TOD.
Accordingly, we increased reported salaries by $644.80 per
year, based on an assumed 2080 hours per year.

Based on our discussions with the Executive Director and
his staff, it was estimated that pay increases during the
coming year under the current IfIC contracE would be
approximately 8.3%. Since our actuarial valuation automati-
cally assumes an increase of 3%% per year, we have reflected
an additional 4.67" (whi'ch when compounded with the assumed
3h% ressLts in a projected annual increase of approximately
8.37").

PLAN VALUED

The provisions of the Minnesota StaEe Retirement System, State

Employees Retirement Fund are governed principally by Chapter 352 of the Minnesota

Statutes. Table 7 sets forth a summary of the principal plan provisions as of

June 30, 1980. The summary reflects the previously discussed improvement of the

disability provisions under the Correctional Plan.

-L2-
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ACTUARIAL MET}IODS AND ASST]MPTIONS

Actuarial Methods

Chapter 356 of the Minnesota Statutes caI1s for the determination

of normal cost and accrued liability in accordance with the entry age normal

cost method, one of several available projected cost methods. Several versions

of this method are being used today which represent modifications of the

"textbook" approach. One such modification has been used in the past and we

have continued this praetice.

Under the method, the entry age normal cost percentage is determined

as (a) divided by (b) where:

(a) equals the sum of the present value of benefits payable for
all active members, determined at each memberts entry age;
and

(b) equals the sum of the present value of compensation for all
active members, determined at each memberrs entry age

The norrnal cost for the year is then determined by applying the normal

cost percentage to covered payrol1. The accrued liability is, by definition,

equal to the present value of all benefits payable under the plan less the

present value of all future normal cosEs. The unfunded accrued liability is

the net of the accrued liability and current valuation assets on hand.

The use of this method was discussed in detail in our prior yearts

report. To summarize, the lmpact of fhe method on this group has been to

produce a higher normal cost and lower unfunded accrued liability than would

have otherwise resulted under the more standard approach.

Actuarial Assumptions

As recommended 1n our June 30, L979 experience study, the Board adopted

the following revisions in actuarial assumptions, all of which have been incor-

porated in this valuation:

-13-
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The pre and post-retirement mortality assumptions have
been revised to the 1971 Group Mortality Table (with
ages set back eight years for females).

2. The current assumed rates of disability at young ages have
been retained. Rates for ages 40 and higher have been
gradually increased, so that they are 100% higher at ages
50 and thereafter.

The expense provision has been increased from
of covered payroll.

Tables 8(a) through 8(e) summarize the actuari.al assumptions used.

*****r(****

3.

If, in connection with

gations are indicated, we will be

that may be desired.

Respectfully

THE I,.IYATT

submitted,

COMPANY

Grosh
Actuaries

-t4-
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74% to .187"

this valuation of the Fund, additional i-nvesEi-

happy to undertake any further computations

Alan J. Schu
Associate, Society of
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Table I(a)

I'IINNESOTA STATE RITIREMENT
STATE ETIPLOYEES RETIREI'IENT

of Actuarial Valualion as of

SYSTEM

FUND

June 30 1980

Ccneral
PIan

46 ,83t,19L
(6. u2)

1,236,013
(o.l8)

L2,615 ,256
(1.84)

60,682 .460
(8.84)

Correc t 1on al
Plan

990
16,795,854

257
4,757

7

6,714

15
1,054

L,787,O79

29,251,O90

22 ,17 8,309

7 5.822

7,072,781-

47 ,232
7 03 ,47 0 ,202

9,5at' L/
2,339

772
2,664

3,531
260

48, 618,270

767 ,247,r6L

569,165,868

7 4.r87.

198,081,293

48 ,6t8 ,27 0
(6.er)

1,256,246
(0. ltt)

13,082,381
( 1.86)

62,966 ,897
(8. e5)

To tal.

:
I
n

S
\U\
o
o

n

Z

4.I

ts
Ln

I

ts.

I]AS IC DATA

I . Ac t ive }lcinbers

a . n-umb er

1

3.

b. Covered payroll

Re tired Members/Benef iciaries

a. Number
b, Average annual benefit payable

Defi:'red Annuitants

a. Number
b. Average annual vesEed benefit

Former Men,bers WithouE Vested RlghEs

a. Number
b. Average employee contrlbutions

BASTC FINANCIAL RESULTS

I. Normal Cost

'2. Accrued Liability

3, ValuaE.ion AsseEs

4. Portion of Accrued L1abllitv Funded

5. Unfunded Accrued Llabillty lZ - l1

DETER}IINATION OF ANNUAL REQUIREMENT IN
ACCORDANCE W]TH CHAPTER 356 2/

1. Normal Cost

2. Assumed Operatlng Expenses

3. AmorEization of the unfunded Accrued
LiabiliEy by June 30, 2009

4. ToEal Chapter 356 Requirement l_ t + Z

46,242
686,67 4,348

9,247 !/
a a1a

765
2,627

3,516
257

4 6, 831 , 191

737,996,077

546,987,559

7 4. t2%

191,008,512

l,7B7,O7g
(r0.64)
30, 233
( 0. r8)

467 ,r25
(2.1 8)

2,284,431
(13.60)

+31

Pase 1



i
I
m

s\c'Y
Qw\
o
o

n

Z

.!_!1u1!ll,\4_l_rllil oF coNrR r BUrroN suF r r c I ENCY 3 /

1. Ae trrl I Prescribcd Conrribtrtions (Cltapter

j. Etrpl rtyec coll L r ibut iorrs
b. Enrpleygl'rnratching" contribution
c. Iinpl()\'or Iaddition.rl" contril)utiorl
d. Total of (a) tlirough (c)

Z. Chapter 356 R..quirernont= [- Per item C.4.

3. Sufficiency - f.(a) + Z I

DEPTH OF FUNDING - PLAN CONTINUATION BASIS

)

3.

352)

lr/

l

General
Plan

21,466,974 (4.00)
27,466,974 (4.00)
15,561,6r7 (2.00)
7O,495,565 (10.00)

60,682,460

1.t62

Correc t lona1
_ PIan

1,007,7sr (5.00)
L,5rr,627 (9.00)

839,793 (5.00)
3, rs9, r71 (20.00)

2,284,437

r.47 0

To tal

28,47 4,725
28, 978,601
16 , 40L ,4LO
73,8s4,136

62,966 ,897

1.173

I

ts
o\
I

Present Value of Accrued Beneflts

a. Ac t ive members
h. Deferred annuiEants
c. Former members without. vested rights
d. Survivors
e. Participation in MPRI Fund
f. Balancc of 1919 two year

inc rease
g. Total present value of accrued

benefiEs

Valuation Assets

Portion of Accrued Beneflrs Funded f Z * f(C) I

418,133,373
1.0,951 ,928

958,7 66
228,240

794 ,7 86 ,?tt
t,2s7,360

626,3t5,878

s46,987,559

87 .33%

16 , 600, 0r2
418,288

t6,117
Nil

10,318,110

NiI

27,352,527

22,L78,309

81. 082

434 ,7 33 ,385
Lt,37 0,2t6

974,883
228,240

2O5,L04 ,32r

1,251 ,360

653,568,405

569,165,858

87 .O7Z

L/

)/

Includes four retirees under the unclassified p1an.

ParenEheses indicate chapter 356 conEributlon levels as a percentage of salary.

Estlmated July 1, 1980 - June 30, 1981 conEributions on an accrual basis. Parentheses indicate st.atuEory annual conErlbution
levels as a percenEage of salary, as seE forth in Chapter 352 of Ehe Minnesota Statutes.

DoLl;rr requiremenEs include the addltlonal 3.87. requlrernent for MTC employees.!t

Page 2 of. 2



Table 1(b)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT FUND

comparison of 1979 and 1980 Actuarial valuation Results

Pri_or
Assumptions

1979 1 980

Revised
Assumptions

1980

'l Active Members

a. Number
b. Covered payroll

Retired Members/
Benef i-ciaries

a. Number
b. Average annual

benefit payable

Deferred Annuitants

a. Number
b. Average annual vested

benefi t

Former Members Without
Vested Righrs

a. Number
b. Average employee

contributions

Normal Cost l/

a. General plan

plan

1

3.

4.

b. Correctional

Accrued Liability

Valuation AsseEs

Unfunded Accrued
Liability

Accrued Liability
t-

Funding RaEio I 7

45,566
637,592,557

9,Lgl.

2,245

706

2,534

3,327

24L

40,642,25O
(6.s3)

r ,566 ,455
(L0 .24)

67 5 ,977 ,3gg

49L,342,229

184,635,170

7 2.697t

-r7 -

47,232
703,470,202

722

2,664

3,531

260

44,977 ,].70
(6.ss)

1,7 65 ,2!+4
(10. s1)

739,2L9,349

569,165,868

170, 053 , 481

47 ,232
703,47O,202

9,504

2,339

722

2,664

46 ,831 ,191
(6. B2)

L,787,079
(10. 64)

7 67 ,247 ,l6L

569 , 165 ,868

198,081,293

7 4 .L87"

9,504

2,339

3, 531

260

5.

6.

7.

8.

o

1l

,l

* 67 7 7 .007"

e_ee. l_91_?
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Prior Revised
Assumptions Assumpti_ons

L979 1980 1980

10. Chapter 356 Requirement
(Normal Cost Plus
Amortization by
2ooe). 3l

55,102,118 59,239,930 52,966,997
(8. 64) (8.42) (8. es)

11. Present Value of Accrued
Benefits Plan Conti-nu-
arion Basis 2/ 573,007,6gg 62g,727,0g0 653,66g,405

72. Peptf, of Funding
: 7 + Ll 85.7 5% 90.537. 87 .07%

ll Parentheses indlcate contribution levels as a percentage of salary.

2/ L979 report disclosure adjusted to reflect revised accounting treatment
of MPRI Fund participation.

3l Including assumed operating expenses. Parentheses indicate contributi-on
Ievels as a percentage of salary.

Page 2 of 2

-18-
-rr 1Wo// coMPANY



Table 2(a)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIRE}IEIIT FI'ND

AceountinB Balance Sheet as of June 30, 1980

A.

B.

1. Cash in StaEe Treasury
2. Cash in Bank (Imprest Cash)
3. Shorr Term Investments (at Cost)
4. Accounts Receivable:

a. Accrued employee conEributions
b. Accrued employer contribuEions
c. Employee buy-backs
d. Due from other plans
e. OEher

5. Accrued InEerest on InvestmenEs
6. Dividends Declared and Payable,

but Not Yet. Received
7. InvestmenE ln Debt SecuriEies at

Amorlized Cost
8. InvesEmenE in G.N.M.A.rs at Amortized Cost
9. InvestmenE. in Equities at Cost L/

10. EquipmenE at Depreciated Cost
1I. Deferred Yield Adjustment Account
IZ. ParticipaEion in MPRI Fund 2/

13. TOTAL ASSETS

LIABILITIES AND RESERVES

Liabili ties

1. Accounts Payable
a. SecuriEy purchases
b, AnnuiEies
c. AnnuiEanE deposiEs
d. Accrued expenses
e. Overpaid dividends
t. Transfer to unclassified reti-remenE
g. Due )IPRI Fund

2. Suspense IEem: Unredeemed 6 Year
Old WarranEs
ToEaI Liabiliries

8s4,747.34
1,357,14s.38

2L0,6t2.91
56,894.94

2 ,526 . 40

3 ,224 ,067.7 L
1,805.40
6, 387 . 28

96;087 . 81
1,785.00

762,192.16
10 ,7 7 7,66r . 53

(3, s86.40)
200. 00

6l-,820,857.78

2 ,481,,926 .97
4,296,l-3l-.69

799,008.24

t44,824,652.50
20,936,277.50

t39 ,620,478.79
30 ,954 .62

3 ,527 ,9sr.07
205,104,321.00

583,439 ,t73 .7 6

14 ,263,980.89

9,325.t9
14,273,305.08

205,104,321.00
1 , 257 , 360. 00

228,240.00
136,370,227.75
226 ,205 ,7 t8 .93
569, r65,867.68

:q!.rj-l-2,-1z3.Zq

3.

Reserves

1. Participarion in MPRI Fund
2. Balance of L979 Two Year Increase
3. Survivor Beneiit Reserve
4, Emplovce ConEribuEion Reserve
5. State Cont.ribuEion Reserve
6. Total Reserves (ValuaEion Assets)

7. TOTAL LIABILITIES AND RESERVES

3l

L/

?t

IlarkeE valr'e as of June 30, 1980 is $153,L75,i26.

Equal to g,reater of Net Assets ($L98,626,114) or Required Reserves ($205,104,321) as of
Junc 30, 1980, excluding January 1, 1981 benefit increase.

Portion ()[ .lssets ro be a;;r.-- us vaiuatron JsseLs Lo?ards proviJing benefits.1/

TH 1Wo

-1 9-
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Table 2 (b)

MINNESOTA STATE RETIRN}MNT SYSTEM
STATE EMPLOYEES RETIREMENT FI]ND

Allocation of June 30, 1980 Valuation Assets
Between General and Correctional Employees

General
Plan

1. Original Base, Equal to the
Employee and State Contribution
Fund, as Allocated on June 30,
L979

Allocated Contributions During
the Year

Transfers of Assets to MPRI
Fund During the Year, Including
10,912,032 for Reserve
S trengtheni-ng

Refunds Allocable During
the Year

Estimated Base as of
June 30, 1980, Before A1-
location of Investment
Earnings and Expenses

r+2-3-4_:
Employee Contribution
Reserve as of June 30, 1980

Estimated State Contribution
Reserve as of June 30, 1980

5-6 i

J

AcEual State Contribution
Reserve, Including Invest-
ment Earnings During the
Year and Expenses Allocated
According to ltem 7.

Total Valuation Assets

Includes Employee
Survivor Benefi-t

193 ,095, 653 6,833,344 L99,928,997

30t,997,839

65,5O9,L02

36,78L,948

5,387 , g5g

325,337 ,734

l-32,241,48L

Correctional
Plan

L0,029,40L

3,128,977

r,gB3,4o2

272,885

L0,962,091

4 ,128 ,7 47

7 ,7 3\ ,452

22,778,309

Total

3L2,027,240

68,638,079

38, 765, 350

5 ,600 ,7 44

336,299 ,225

L36,370,228

226,205,719

569,165,868

)

3. i

4.

5.

6.

7.

8.

L/9.

L/

278,47 4,261

546,987 ,559

and State Contribution Reserves,
Reserve, and Reserve for Balance

MPRI Fund Participation,
of. L979 Two Year Increase.

-20_
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Table 2(c)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT FI]ND

Actuari.al Balance Sheet as of June 30, 1980

A. ASSETS

1. Assets on Hand from Accounting Balance Sheet:

a. Reserves for MPRI Fund
Benefits

b. A11 other assets
2. Present Value of Employeers

Future Contributions
3. Present Value of State Future

Contributions Applicable to:
a. Entry age normal cost
b. Unfunded accrued liability

(Balance of ttmatchingtt con-
tribution less .1BZ for op-
erating expense)

c. Unfunded accrued liability

205,704,32L
378,334,853 593 ,439 ,L7 4

7,209 ,7 6L,986

L4 ,27 3,306

7 44,220,869
67 ,608,091

L36,917 ,306

LL,234,426
135,790 LL,370,2L6

97 4 ,883
228,240

205,L04,32L

L.257.360

1,209,76L,986

250,660,472

777,58L,l-07

66 ,4L0,7 06

(Portion to be funded by
"additional'r contribution) L3L,670,587 375,662,400

4. TOTAI ASSETS

B. LIABILITIES

1. Current Liabilities from Accounting Balanee Sheet

2. Present Value of Earned and Earnable Benefits
Payable to Presently Active Members:

a. Retirement benefits
b. Disability benefits
c. Refundments due to death

or withdrawal
d. Surviving spouse benefits 27 ,807 ,405 976,553 1660

3. Present Value of Benefits for Deferred Annultants:
a. Retirement benefits
b. Refundments due to death

4. Present Value of Refundments to
Former Members Without Vested Rights

5. Present Value of Survivor Benefits
6. Present Value of Benefits Payable from MPRI Fund

7. Balance of 1979 Two Year Increase

8. TOTAL LIABILITIES

-2I-
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Tabte 3(a)

MINNESOTA STATE RETIRE},IENT SYSTEM
STATE EMPLOYEES RXTIREMENT FTJND

Chaprer 355 Balance Sheec as of June 30, 1980

ASSETS AND IJNFIJNDED ACCRUED LIABILITY

A. ASSETS I/

1. Cash in Stat.e Treasury
2. Cash in Bank (ImpresE Cash)
3. Short Term InvesEmencs (a,t Cost)
4. Accounts Receivable:

a. Accrued employee cont.ributions
b. Accrued employer contribuEions
c. Employee buy-backs
d. Due Erom other plans
e, Other

5. Accrued Interest on InvesEments
6. Dividends Declared and Payable, but

Noc Yet Received
7. InvesEment in Debt Securities at

Amorlized CosE
8. InvesEment in G.N.M.A. rs aE Amortized Cost
9. InvesEment in Equities at Cost

10, Equipmenc at DepreciaEed Cost
11. Deferred Yield Adjustment AccounE
12. ParticlpaEion in MPRI Fund 2/
13. Total Assecs

B. I]NFIINDED ACCRUED LIABILIfi

I. Unfunded Accrued Liability to be Funded
by Portion of Employee Contributions and
Stare "uatching" ContribuElon i.n Excess

. of Encry Age Normal Cost Contribut.ion and
Operating Expenses

2. Unfunded Accrued Llability to be Funded
by SEar.e's "Additional" Concribucion

3. TocaI Unfunded Accrued Liability
4. TOTAL ASSETS fu\D I'NFI'NDED ACCRUED LIASILITY

CURRENT LIABILITIES AND RXSERVES REQUIRED

C. LI.\BILITIES

l. Accounts Payable:
a. SecuriEy purchases
b. Annuiries
c. AnnuiEant deposits
d. Accrucd expenses
e. Ovcrpaid dividends
f. Transfer Eo unclassified reEiremenE
S. Duc i'lPRI Fund

2. Suspcnse lEem: Unredeemed 6 Year Old Llarranrs
L Tot.rl Liabilities

854,747.34
1,357,145.38

zto,612.9t
s6,894.94

2,526 .40

3,224,06t.7 |
1 ,805 . 40
6,387.28

96,087.81
1,785. 00

L62,t92. t6
10,771,661.53

(3,58';.40)
200.00

6L,820,857 .78

2 ,48r ,926 .97
4,296,L3t.69

799,OO8.24

r44 ,824 ,652 .50
20,936,277.sO

t39,620,478.79
30 ,954 .62

3,s27,95r.o7
205.104, 321.00
s83,439 ,t7 3.7 6

66,41O,7 06 -OO

r3L ,67 0 ,587 .32

l:!,_qg-l"221.l_1
787,520,467.08

14,263,980.89
9 ,325 . 19

r4,273,306.08

7 67 ,247 . l6L .00

781,520.467.08

D. RESERVI':S REQIJIRED

1. TotaI Reserves Required per Attached TabLc 3(b)

2, TOTAL CURRENT LIAI]ILITIES fu\D RESERVES REQUIRED

,.
AccunrrIJLcd contributions, 'rithouE inEercst, of members noE yet rerir('d amounted
SI'J6, ]70,217.7i as of June 30, f980 (incl-udes accrued but unpald conrributions)
CrlrraI Ltr jreater of Net AsseEs ($198,626,1Ii) or Required Reserves ($205,f01,32f)
rs of Jtrnc -10, 1980, excll:ding.Ianuarv 1, f981 benefit increase.

-22-
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Table 3(b)

MINNESOTA STATE RETIREMENT SYSTEM

STATE EMPLOYEES RETIREMENT FUND

Determination of Accrued Liability and
Unfunded Accrued Liability as of June 30, 1980

(r)

Present Value
of Benefits

:
I
n

c\
N
\v\

I() t'o
o q'1
<l
T

Z

A. DETERMINATION OF ACCRUED LIABILITY

Active Members

a. Retirement benefits
b. Disability benefits
c. Refundments due to death

or withdrawal
d. Surviving spouse benefits
Deferred Annuitants

Former Members hlithout Vested Rights

Survivors

5. Participation in MPRI Fund

6. Balance of L979 T\+o Year Increase

7. Total
DETERMINATION OF UNFI]NDED ACCRUED LIABILITY

1. Accrued Liability
2. Valuation Assets

3. Unfunded Accrued Liability lt - Z1

1 ,195,488, 680 428,24L,5L9

7 44,22O,868
67 , 608,081

L36,9L7 ,306
27 ,807 ,405
LL,37 0,2L6

97 4 ,BB3

228,240

205,L04,321

(2)
Present Value
of Applicable
Portion of
Normal Cost
Contribution

278,546,64L
3L,944 ,L7 6

lo7 ,478,L64
L0,272,538

(3)

Accrued Liability
Equals Reserves

Required
(1)-(2)

465,67 4 ,227
35, 663 ,905

29,439,L42
\7,534,867

LL,370,2L6

97 4,883

228,240

205,704,32L

L,2s7 .360

767 ,247 ,L6L

7 67 ,247 ,L6l-

569, 165,868

198,081,293

)

3.

4.

L.257.360

B.



Tabte 3(c)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT FUND

Determination of MPRI Fund Particlpati-on and Reserves
as of June 30, 1980 1,/

1.

)

3.

Unadjusted MPRI Fund Net Assets
as of June 30, 1980

Transfer to State Employees Retirement
Fund from MPRI Fund for 1980 Mortality
Gain

Amount Transferable to MPRI Fund for
Reserve Strengthening (Actuarial
Assumption Revision) and Accrual
Adj us tment

Net Amount Transferable l_ I - Z f

assets as of June 30, 1980
-r4i

Required Reserves as of June 30, 1980

Required Reserves as of January 1, 1981

Does not reflect lmpact
Januarv 1, 1981.

of benefit revisions to be effective

L979; $10,911,979 as of June 30, 1980
those retiri-ng in year ending on
adjustment of minus $53).

L87 ,854,452

L40,3r7

10,9Lr,979 2/

L0,771,662

798,626,114

205,L04,32L

202,0L8,427

5. Net
i1

6.

LI

2l $9,978,285 as of June 30,
(includes adjustment for
June 30, 1980 and accrual

-24-
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TabIe 3(d)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT FUND

Allocation of MPRI Fund Reserves According to
Eligibilily for January 1, 1981 Increase 1/

Total Allocated to
Itembeis Eligible Members Not Eligible

Total for Increase for Increase

\ 1. Reserves as of June 30, 1980

I
NJ

T 2. Reserves as of January 1, 19Bf

205,104,32L

2O2,OLg ,427

L79 ,9t6,97L

177,151,051

25,187,350

24,867 ,37 6

3. Ilortality Gain (Loss) During the
Year Ended June 30, 1980 L40,3L7 ( 1, 703) L42,020

L/ Does not reflect impact of benefit increases to be effective January L,1981.

\Q
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Table 4

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT }'UND

Analysis of Income and Deductions From Income
And Effect on the Unfunded Accrued Liability

A. INCO}IE

l. From Employees
a. Employeecontributions
b. Employee accrued contributions

receivable
c. Employee conEribuEions, accounts

recei.vable
2. From Employers

a. Employercontributions
b. Employer addltional contributions
c. Employer accrued contributions

receivable
3, From Investmenis

a. Interesc on securities
b. Dividends on corporaEe stock
c. Gain on sale of securicies
d. InreresE on back payments by

employees
4. From MPRI Fund ParticipaEion

a. Participarion on MPRI Fund Income
5. Other Revenues

a. Miscellaneous
b. General fund appropriations

6. TOTAL INCO}IE

DEDUCTIONS FROM INCOME

1. BenefiEs
a. Service retiremenE annuities
b. Disability reEiremenE benefits
c. Survi.vor benefits (spouses)
d. Lump sum annuity payments

2. RefundmenEs (Enployee Contrlbutions)
a, LefE service
b. Employee deaEhs
c. AnnuiEant deposits
d. Erroneous deductions
e. InteresE on Refundments

3. Transfer of Unclassifled Employee
Re E iremen E

4, OperaCing Expenses
a. AdninisEraEive expenses ]/b. Loss on disposiEion of asseEs
c. I,lritc off uncollecEible accounEs
d, InteresE exPense on morEality

ad j us tmen t.

e. Miscellaneous
5. Increase in Total Reserves Required

a. Reserves required 6/30179
b. B.eserves required 6/30/80

6. Decrease in )IPRI Fund Deficit 2/

7. TOTAL DEDUCTIONS FROM INCOT{E

8. Exctiss oF DIDUCTT0NS ovER rNCO]IE

IIiCREASE I:\" UliFUI.*DED ACCRUED LIABILITY

1. Unfunded Accrued Liability 6l30ll9
2. Uniunded Accrued Liab:liry 6/30/gO

]. INCRET\SE I}I TJNFINDED ACCRUED LIABILITY

Reprdscnts .16Z of average covercd payroll for
JuI;..t, I979 to June 30, I980.
Includes a minus S175.63 adjustment for accrual

25 ,612 ,67 5 .32

854,747.34

53,152 -60

26,148,884 -52
L4,571,474.03

1,357 ,14s.38

L7,481,,774.08
8,232,253.07
5,452,425.17

t5L ,256 .7 8

11,155.81
2,630,7 45.00

It j,,./\ . ^a i.^

1, 286,140. 58
26 ,883 .7 I

1,330,155.00

6,409 ,056.37
37 5,9s3.92
75,375.47
36,895.86

265,13):tZ

7 ,063 ,439 .6L
2,786 .67

65.29

L7 ,354.83
524.50

675,977,399.00
767 ,247 ,r6L.OO

period Erom

MPRI Fund on June 30, L979.

B.

26,520,57 5.26

42,Lt7 ,504. 03

3t,377 ,649.04

11,504,890.13

2 , 641,900.81

Lt| ,102 , 519 .27

23,083,605.22

7 ,763,064 -7 t4

2,550,578 .28

1,083,570.90

9L,269,;62.O0
2 ,398 , t6t . 37

r27,548,642.<L

lJ,+qo,Lz_1 ..:1

184,635,170.08
r98,08r,293. 32

L) , i!6 , r23 .24

L/
)/

the

due

//

-26-
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1.

,)

Table 5

MINNESOTA STATE RXTIREMENT SYSTEM
STATE EMPIOYEES RETIREMENT FUND

Analysis of Change in the Unfunded Accrued Liability
Durj-ng the Fiscal Year Ending June 30, 1980

Unfunded Accrued Liability as
of June 30, 1979

Change Due to Current Rate of
Funding and Interest RequiremenEs

a.
b.

L979 - B0 past servi-ce contribution
5Z interest requi-rement

Increase Due to Change i.n Actuarial
Assumptions

a. Increase in MPRI Fund requirements
b. Other increases

Change Due to the Revision of Disability
Benefits Under the Correctional Plan

Change Due to Actuarial Gains
(Indicated by Parentheses) or Losses
(no Parentheses) Because of 1979-80
Experience Deviations From Expected:

a. Mortality of MPRI Fund members
b. Salary increases
c. Asset gains
d. Withdrawals, deaLhs and disability

(balancing item)

Unfunded Accrued Liability as
of June 30, 1980

_27 _
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(24,955 ,

184,635,170

(15,723,606)

28,027,8L2

238,354

903,563

198 ,081, 293

9,23r
36s)
759

3.

4.

5.

70,9L2,032
17 ,1L5,780

(L40,377)
L5,564,649

(L4,364, g68)

( 155 , 8oo)
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Table 6(a)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIRE}MNT FI]ND

Covered General Employee Census Data as of June 30, l9B0

Number

Active at June 30, 1,979

New Entrants L/

Total
Less Separations from Active Service:

Refund of Contributions 1l
Separation with Deferred
Annuity

, Separation with Neither
Refundment or Right to a
Deferred Annuity
Disability
Death, No Spousefs Benefits L/
Service Retirement

Death, Spousers Benefi-ts Payable

Total Separations
Net Transfers To and From 0ther Plans

Active at June 30, 1980

44 ,602

9, 610

54,2L2

5,730

L,47 8

78

97

525

0

8,007

37

46,242

AVEMGE ENTRY AGE OF NEI^I EMPLOYEES

Male Female

Annualized Payroll

592,4L1,925

51,810, 085

gog,607

8,832,261

L,O47 ,423

L,422,023

7 ,97 4 ,BL4

654 ,77 5,946

Average of
Total

29.0

29.3

29 .5

29.4

30. 5

employees at 6/30/80

For the Fiscal Year
Ending

6130/76

6130/77

6/30178

6130 /7 9

6/ 30/ BO

Average age at
Male

Female

30.0

29.6

30.7

30.7

3L.4

State service

28 .4

28 .6

29.1

28.9

29.9

Total

Includes those who entered the
July 1, 7979 to June 30, 1980.

for all active

plan and terminated during the period from

-28-

entry i-n

29 .6

28.2

28.9

7/
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Table 6(b)

MINNESOTA STATE RETIREMENT
STATE EMPLOYEES RETIREMENT

General Plan Annuitant Census Data as

SYSTEM
FI]ND

of June 30 1980

A. SERVICE RETIRNMENT ANNUITANTS

Receiving at June 30, J-979

New

Deaths

Adj ustments-Net Result

Recei.ving at June 30, 1980

DISABLED EMPLOYEES

Receiving at June 30, L979

New

Deaths

Disability Rescinded

Adj us tments-Net Result

Receiving aE June 30, 1980

WIDOI^]S RECEIVING AN ANNUITY OR
SURVIVOR BENEFIT

1. Beneficiaries Receiving an
0pEional or Reversionary
Annuity

Receiving at June 30, L979

New

Deaths

Adj ustments-Net Re-sul E

Receiving at June 30, 1980

Number

8,032

587

3s3

L4

8,280

608

77

50

0

(e)

626

Annual Annuity
Benefit Payable

17,973,496.96

L,99L,47 2.24

733,599 .48

24,7L3.L6

L9 ,156,082.89

1, 170,113 . 04

248,2t2.32

LLg,77L.40

0

(23,576.04)

L,274,977.92

477 ,824.28

90,253.44

2L,396.60

6,814 . 0B

553,495.20

Page L of 2

1/

B.

C.

297

38

L6

2

32L

_29_
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, Spouse Receiving
Survivor Benefit

Receiving at June 30, L979

Deaths

Receiving at June 30, 1980

CHILDREN RECEIVING A SURVIVOR
BENEFIT

Receiving at June 30, 1980

DEFERRED ANNUITANTS

30, L97g

Result

30,1980

Number

None

699

702

3B

2

765

Annual Annuify
Benefit Payable

27 ,347 .64

2,236.32

25,L17.32

L,7 45, 587 . 89

364 ,L52.0O

57 ,7 68 .24

42,245 .67

2,009,726.04

22

2

20

D.

E.

Deferred as of June

New

Began Recei-ving

Adj ustments-Net

Deferred as of June

AVERAGE AGE AT RETIREMENT OF NEI,{ SERVICE ANNUITANTS

Fi-scal Year
Ending

6/30/75
6130/76
6/30177
6/30/78
6130 /7 e
6/30/80

A11 ExisEing Service Annuitants

Average Retirement
Aoa

65.2
64.9
64.t
64.0
63.9
64.1

64 .4

t/ Includes four annuitants under the Unclassified P1an.

-30-
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Table 6(c)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEE RETIREMENT FI]ND

covered correctional Employee census Data as of June 30, 19g0

Number Annualized Payroll

L4,452,567Active at June 30, 7979

Ne!r' Entrants l/

Total
Less Separati-ons from Active Service:

Refund of Contributions l/
Separation with Deferred

, Annuity

Separation with Neither
Refundment or Right to a
Deferred Annuity
Disability
Death, No Spouse's Benefits
Service Retirement

Total Separations

Net Transfers To and From Other Plans

Active at June 30, 1980

964

177

183

32

990

AVEMGE ENTRY AGE OF NEW EMPLOYEES

Male Female

L,359,373

15, 850

109,7 6'1

3L,22L

29,494

399 ,7 gg

L6,L57,502

Average of
Total

27 .4

29.2

28.9

30.7

employees at 6/30/80

For the Fiscal Year
End ing

6/30/77

6/30/78

6/30/7e

6/30/80

Average age at
Male

Female

Total

1,141

L42

2

L2

2

2

23

29.2

29.L

28.5

30. 1

State service

28 .5

30. 0

31.0

32.8

for all activeentry in
28.1

29.4

28.2

Includes those who entered the
July 1, 7979 to June 30, 1980.

plan and termi.nated

-31-
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Table 6(d)

MINNESOTA STATE RETIRL},IENT
STATE EMPLOYEES RETIREMENT

Correctional Plan Annuitant Census Data

SYSTEM
FIJND

as of June 30 1980

Number
Annual Annuity
Benefit Payable

r,067 ,810. 64

L$t,23B .7 6

0.00

(55,572.48)

1,193 ,47 6.92

LL,477.76

7 ,245.24

0.00

(477 .t2)

18, 245. 88

7 ,062.t2

3,774.84

10,836.96

A. SERVICE RETIREMENT ANNUITANTS

Receiving at June 30, L979

New

Deaths

Adj ustments-Net Results

Receiving at June 30, 1980

B. DISABLED EMPLOYEES

225

25

0

(3)

247

C.

Recelving at June 30, L979

New

Deaths

AdjusEments-Net Results

Receiving at June 30, 1980

I^IIDOWS RECEIVING AN ANNUITY OR

SURVIVOR BENEFIT

Benef iciarj-es Receiving an
0ptional or Reversionary
Annuity

Receiving aE. June 30, 1979

New

Receiving aE June 30, 1980

CHILDREN RECETVING A SURVIVOR BENEFIT

5

2

0

0

7

2

1

3

-32-
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E. DEFERRED ANNUITANTS

Deferred as of June 30, L979

New

Began Receiving

Deferred as of June 30, 1980

Number

7

2

2

7

Annual Annuity
Benefit Payable

43, 584. 00

15,420.00

12,004 . 00

47 ,000. 00

AVEMGE AGE AT RETIREMENT OF NEI,I SERVICE ANNUITANTS

Fiscal year
Ending

6/30177

6130 /7 8

6130/7e

6130/80

A11 ExisEing Service Alnuitants

Average Reti.rement
Ase

57 .7

56.5

s7 .9

58. 4

58.7

-33-
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A.

Table 7

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT FI]ND

Summary of Principal Plan Provisions as of June 30, l-980

GENERAL EI'{PLOYEES

Coverage:

2. Service Credit:

3. Contributions:

a. Emplovee:

b. State of

Final Average

Minnesota:

Salary:4.

5.

6.

Normal Retirement:

a. Eligibllity:

b. BenefiE Amount:

Early Retirement:

a. Eligi.bility:

Earlier of:

Earlier of:

-34-

, ,. 1Wr// c o r,4 PA N

b. Benefit AmounE:

Page I of 4

From first date of employnent.

Service i-s credited from date of coverage
subject to a maximum equal to the greater
of:

40 years of service; or
service earned prior to April 30, L97B

4% of. salary.

6% of. salary.

Monthly average for the highest 5 succes-
sive years of salary.

attainment of age 65 and completion
of 10 years of service; or
atEainment of age 62 with 30 years
of service.

l% of. Final Average Salary for each of the
first 10 years of servj-ce plus L-ll2% ot
Final Average Salary for each vear of ser-
vice thereafter.

attainment of age 62 and completion
10 years of service; or
attainrnent of age 58 and completion
20 years of service.

Normal Retirement benefic forrnula based on
service and Final Average Salary to date of
early reE.iremenE but actuariall-y reduced to
reflect palrnent prior to age 65 (or age 62
if 30 years of service luure been completeci)

of

of



)
7. Form of Payment:

8. Disability Retirement:

a. Eligibility:

b. Benefit Amount:

Deferred Service
ReEirement:

a. Eligibility:

b. Benefit Amount:

10. ReEurn of Contri-butions:

Surviving Spouse
Death Benefit:

El 19 ibil i ty:

Benefit Amount:

Life annuiry with return on dearh of any
balance of contributicns over aggregate
monthly payrnent s . Ac Euarialllz equivalent
options are also available.

Earlier of:

. attairunent of age 50 and completion of
5 years of service; or

. completion of 10 years of service.

Normal retirement benefit formula based on
service and Final Average Salary to date
of disability retirement.

o

Completion of 10
election to leave
on deposl-t.

years of service and
employee contributions

Retirement benefits payable at normal re-
tirement date are determined according to
the normal retirement benefit formula based
on the member's Final Average Salary and
service at termination, such amount being
subject to an increase for each year between
termination and retirement of. 5% for years
prior to January 1, 1981 and 32 compounded
annually thereafter.

Upon termination of employment, a member
malr elect the return of contributions in
lieu of all other benefits under the pIan.
Contributi.ons made after the first 3 years
of service are credited with 3-l/22 inEer-
est compounded annuallv.

1r

a.

b.

Death of member
at that time for

in service ruho is qualified
early or normal retirement

The surviving spouse may elect one of:

. refund of member contributions wiEh
3-I/2% interest; or

. SOi! of the annuiEv Ehe rnember rvould
have received had he retired earlv
(if eligihle) and elected a 50i( joint
and survivor annuiEy coru,lencing on his
date of deaEh.

-3 5-
Page 2 of 4
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B.

L2. Repayment of Contributions:

a. E1igible Members:

b. Repayrnent Provision:

13. Combined Service
Provisions:

a. Eligible Members:

b. Benefit Provisions:

14. Proportionate Annuity:

CoRRECT I ONAL Er'f L.qYEE g

Same as above except:

Contributions:

Employee:

State of Minnesota:

,) Normal Retirement:

Rehired members who are credited with at
least one year of service subsequent to
rehire.

Such rehired member may repay all refund-
ments made to him, including interest at
62 compounded annua11y. In such case,
service previously credited during the prior
period of membership is restored.

Members who have had coverage under two or
more Minnesota Public Retirement Systems,
with a total of at least 10 years of credit-
ed service.

Benefits under both plans are based on the
highest Final Average Salary including all
years from both p1ans, and on the plans in
effect on the memberts last day in covered
public employment.

Any member who terminates after attaining
age 65 and completing at least one 1zs4r' qf
service is entitled to a proportionate re-
tirement annuity based on his allowable
service credit.

67" of salary.

L4Z of. salary.

Attainment of age
years of service.

55 and completi-on of 10

General P1an benefit plus an additional
benefit defined below.

Final Average Salary times the sum of:

a.

b.

a. E1 ig ibil ity:

Retirement Benefit:

Additional Benefit:

b.

. l-l/22 for each of
service; plus

. L% for each of next
vice; plus

. 1/22 f.or each year

-36-

first lO years of

ten years of ser-

of service thereafter.

c.

,r, %)/t coMPANY
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e.

f.

Limitation on
Additional Benefit:

Additional Benefit
Period:

Minimum Benefit Fol-
lowing Additional
Benefit Period:

In line of duty:
Not in Ii-ne of
duty:

Benefit Amount:

. In line of duty:

Not in line of
duty

Limitation:

That amounE which, when added to the General
Plan benefit, provides a retirement benefi-t
of. 757" of Final Average Salary.

84 months or until attainment of age 65,
r^rhichever comes f irst.

That amount which when added to Social
Security benefits, equals the benefit pay-
able during the additional benefit period.

None.

Five years of service and less than age 55.

50% of average monthly salary plus 2% for
each year of service in excess of 20, off-
set by Workers' Compensation.

2-I/2% of average monthly salary for each
year up to and including 20 years p1-us 2%

for each year in excess of. 20; subject to
a minimum of 257".

At age 62, ger,eral plan benefit based on
credited service is payable subject to a
mi-nimum benef it of LO% of pay.

3. DisabiliEy Retirement :

a. Eligibility:

b.

-37 -
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Table 8(a)

MINNESOTA STATE RETIRE}MNT SYSTEM
STATE EMPLOYEES RETIREMENT FUND

Summary of Actuarial Assumptions and Methods

2.

3.

1. Mortality:

Pos E.-Disab lement }lortality:

Withdrawal:

1971 Group Annuiry }lortality Tab1e,
with ages set back eight years for
females.

Combined Annuity MortaLity Table

Graded rates based on actual experience
developed by the June 30, 197 1 experience
analysis and set forth in the Separation
from Active Service Table.

.L8Z of. covered payro11.

5il per annum.

3-Ll2Z per annum.

Graded rates beginning at age 58 set forth
in the SeparaEion from Active Service
Tab1e.

Entry age cost method, with normal cost
determined as a level percentage of future
covered payroll, on an aggregate basis.

Based on the present larv (2nd phase 1980)
and 3-L/2% salary scale applicable to
currenE salaries. No rvage base increases
beyond those specifically prescribed in
the Social Security Act of. L97 7 are pro-
jected. No cost of living increases are
proj ected.

-38-

4.

5.

6.

7.

Expens es:

InEerest Rate:

Salary Scale:

Assumeci ReEirement. Age:

8. AcEuarial Cost MeEhod:

9. Social Securlty:

trr OWol/ coN4PANY
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MII'INESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT FUND

Male General Members
P.ob"bilrties of S"p"ratio

(Number S"p"r"tirry:t S"" t Age)

Age and Service
Retirement4s_e

20

2l

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

3B

39

40

4l
42

43

4/1

Withdrawal

2,400

2,250

2, 080

1,92O

L,760

1 ,600

L,470

1,340

1,230

1,130

1 ,040

950

890

830

770

720

680

640

600

560

530

500

480

460

430

Death

8

9

9

10

10

11

L2

13

t4

l5

L6

18

20

23

25

5

5

5

6

6

6

7

7

7

8

Disability

2

2

2

2

2

2

2

2

3

3

)

2

2

2

2

2

-39-
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Age

45

46

47

48

49

50

51

52

53

s4

55

56

57

58

59

60

61

62

63

64

65

Withdrawal

410

390

370

350

340

320

300

280

250

240

2ro

170

140

90

40

Disability

L4

16

20

24

2B

34

40

46

56

66

76

90

110

r36

L74

-40-

Age and Service
Retirement

30

30

40

150

150

250

I ,350

1 0, 000

DeaEh

29

33

38

42

47

53

59

65

7L

78

85

93

100

109

119

r31

L44

159

L74

L92

J

5

7

9

11

,rr 1Wo// coMPANY
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Table 8(c)

MINNESOTA STATE RETIREMENT SYSTEM
STATE EMPLOYEES RETIREMENT I'I]NIJ

Female General Members
Probabilities of Separation FroIr Active Service

(Number S"p"r"ti t Age)

4ss
20

2t

22

23

24

25

26

27

28

29

30

3l

32

33

34

35

36

37

38

39

40

4L

42

43

44

Withdrawal

3, 700

3, 550

3,390

3,230

3,070

2,910

2,7 50

2,600

2,430

2,27 O

2,120

L,970

1 ,820

1 ,680

I ,540

I,410
1,300

I,l9o
I ,090

I ,000

920

850

780

720

680

Death

1

I

1

1

2

4

4

4

4

4

5

5

5

5

5

5

6

6

6

7

7

7

B

8

9

Disability

2

2

4

4

4

Age and Service
Retirement

9

10

10

11

T2

-4L-
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Age

45

46

47

48

49

50

5I

52

53

s+

55

56

57

5B

59

60

61

62

63

64

65

Withdrarval

530

590

560

530

500

470

440

410

390

360

330

290

230

170

90

Disability
5

6

7

7

10

10

L2

L4

T6

20

24

30

36

44

52

62

74

B8

104

122

-42-

Age and Service
Retirement

50

50

150

150

200

350

1,100

1 0, 000

Death

13

L4

l5
16

r8

20

23

26

29

33

38

42

47

53

59

65

7L

78

85

93

-*.1Wrtl coMPANY
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Table 8(d)

MINNESOTA STATE R-ETIREI'{ENT SYSTEM
STATE EMPLOYEES RETIR.EMENT FI]NT)

MaIe Correctional Members
Probabilities of Separat_ion From Active Service

(Number S"p"r"ti"g "t E"" t Age)

4se
20

2l

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

4l
.1 L

L+J

44

2,400

2,250

2,080

1,920

1,760

1,600

1,470

I ,340

L,230

I,I30

1,040

950

890

830

770

720

680

640

600

560

530

s00

480

460

430

Death

6

7

7

7

8

1I
L2

13

14

l5

L6

18

20

23

26

Withdrawal Disabili ry

2

2

2

2

2

2

2

2

2

2

Age and Service
Retirement

5

5

5

6

6

B

9

9

10

10

2

2

2

3

3

-43-

W"tt .o N4 PA N YTHE

Paee I of 2



Age

4s

46

47

48

49

50

51

52

53

54

55

56

57

5B

Wi Ehdrarual Death D isab ili tlz
3

5

7

9

11

l4
16

20

24

28

Age and Service
Retirement

410

390

370

350

340

320

300

280

260

240

2to

170

r40

29

33

3B

42

47

53

59

65

7L

78

B5

93

100

34

40

46

1 0, 000

-44-
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Table 8(e)

MINNESOTA STATE RETIREI'GNT SYSTEI'I

STATE EMPLOYEES RETIREMENT FI]ND

Female Correctional Members
Probabilrties of Separatio

(Number Jt that Age)

&s
20

2t

22

23

24

25

26

27

28

29

30

3r

32

33

34

35

36

37

38

39

40

4L

42

43

44

I,Jithdrawal Death Disabilitv
Age and Service

Retirement
3 ,700

3, 500

3,390

3,230

3,070

2,910

2,7 50

2,600

2,430

2,270

2,12O

L,970

L,82O

1 ,680

I ,540

1,410

I ,300

I ,190

1,090

I ,000

920

8s0

780

720

680

4

4

4

4

4

5

5

5

5

5

5

6

6

6

7

7

7

8

B

9

1

1

I

1

2

9

10

10

11

12

2

2

4

4

4

-45-
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Age and Service
RetirementAge

4s

46

47

48

49

55

56

57

58

Death

13

L4

t5
16

l8

20

23

26

29

33

50

51

52

53

s+

Withdrawal

630

590

560

530

500

470

440

410

390

360

330

290

230

Disability
5

6

7

7

10

10

L2

L4

T6

20

24

30

36

38

42

47

I 0,000

-46-
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APPENDIX

MINNESOTA STATE RETIREMENT SYSTEM
STATT] EMPLOYEES RET]REMENT }UND

Tab1e Refercnces to Ctrapter 356 and Chapter 607 Ll

References
Table

Number

1 (a)

1(b)

2(a)

2 (b)

2(c)

3 (a)

3 (b)

3 (c)
ancl
3 (d)

4

Description )l

Summary of Actuarial Valuation,
Contribution Sufficiency, and
Depth of Funding

Cornparison of 1979 and 1980
Actuarial Valuatlon Results

Accounting Balance Sheet

Allocation of June 30, 1980
Valuation Assets Between General
and Correctional Employees

Actuarial Balance Sheet

Chapter 356 Balance Sheet

Determination of Accrued
Liability and Unfunded Accrued
Liability

Determination of
Participation and

356.215 Subd. 4(1)
356.215 Subd . 4(7>

356.2o Subd. 4(1)
356.215 Subd . 4(2)
356.215 Subd. 4(6)
3s6.215 Subd. 4(8)
607 Article 14

356.20 Subd. 4(2)
3s6.2o Subd.4(3)
356.215 Subd. 4(11)

Page

28

i
I

C\sJ(N
\U\

Io+\
o!
<l
T

z

30

31

32

33

34

35

MPRI Fund
. Reserves

Analysis of Income and Deductions
From Income and Effect on the Un-
funded Accrued Liability

Page I of 2
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Table
Number

Unfunded
the Fiscal

Ref "r"rr.es

3s5.215 subd. 4(9)

3s6.20 Subd.4(4)
356.21s Subd. 4(10)

3s6.2t5 Subd. 4(r2)

356.215 Subd. 4(4)
3s6.2t5 Subd. 4(5)

Description 2/

Analysis of Change in the
Accrued Liability During
Year Ending June 30, 1980

Covered General Employee

Page

38

I
I
m

C\
c'Y\\
NU\
o
o

n

z

39

40

42

43

45

49

50

I
F.
@
I

6 (a)

6 (b)

6 (c)

6 (d)

7

8 (a)

8(b) thru
8 (e)

Census Data

General Plan Annuitant Census
Data

Covered Correctional Employee
Census Data

Correctional Plan Annuitant
Census Data

Summary of Principal Plan
Provisions

Summary of Actuarial Assumptlons 
I

and Methods 
I

Probabilities of Separation from I

Active Service 
_l

t/

)l

Chapter 356 of the Minnesota Statutes;
Chapter 607 of the 1980 Minnesota Laws.

A11 as of June 30, 1980.
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FCS Minnesota Memorandum No. 8O-2

MSRS VALUATION AS OF JUNE 30, 1980

the purpose of this memorandum is to discuss the valuation report of the
Minnesota State Retirement System dated January 16, 1981 which was sub-
mitted to the Commission in accordance with Minnesota Statutes, Chapter 356.
The valuation was made using the entry age normal cost method and assuming
58 interest. The report was prepared by Allan J. Grosch and AIan J. Schutz
of the Wyatt Company.

This memo contains the following:

1. Statistical- and Valuation Data
2. Discussion of Valuation Results
3. Conclusion

I. Statistical and Valuation Data

Results of the valuation reports
shown for comparative purposes.
simplicity of presentation.

as of June 30, 1979
Figures are rounded

and June 30, 1980 are
where necessary for

AS

June 30
of

L979

45,566t
3,327
8,257

613
32l-
706

(Millions of Dollars)

$606 .9
20.6

(Milfions of Dollars)

$67s.8
491.2

$raa .6*

J2.7e"

As of
June 30, l-990

47 ,232*
3, 531
8,527

633
344
172

(1) Membership

Active Members
fnactive Members
Retired Members
Disabled Members
Survivors of Deceased Members
Deferred Vested

Payroll- and Annuities Payable

Total Annualized Payroll
Annuities (annual)

(3) Valuation Balance Sheet

Accrued Liability
Assets
Unfunded Accrued Liability

. (Deficit)
Funding Ratio (Ratio of

Assets to Accrued Liability)

*Including correctional employees numbering 964 and 990, respectively.

(2)

)
*$191.0 million for regular employees and.
correctional employees compared to l-979
and $6.7 milIion, respectively.

$670 .9
27 .2

$167 .3
569.2

$rga l*

14 .22

$7.1 million for
figures of $L77.9 million



(4) Normal Cost and Funding Costs

Normal Cost
Expenses
Normaf Cost plus Expenses

Normal Cost plus Expenses
Interest on Deficit
Total ("Minimum Contribution,')

Normal Cost plus Expenses
Amortization by 2009
Total ("Required Contribution',)

(5) Statutory Contributions

Ernployee
Employer Regular
Employer Additional
TotaI Contributions

(6) fnvestment yiel_d (A)

Percent of Covered payroll
As of June 30, 1979 As of June 30, lggo
Regu]ar correctional ffiar

6.538 tO .24e" 6.822 10.648
0.14 0.14 0.18 0.18
5.672 lo.3gs 7 .oo"" I0.82t

6.67e" 10. 388 7 .OOZ 10.828
1.43 2.20 1 .39 2.7I
8.10a L2.582 8.3% tL%Z

6.672 10. 388 7. O0B 10.828
r.86 _Z3g I .84 2 -78
8.53% t3 -249. 8.84r" 13 .60%

4.Oz
4.O
2.O

10. o%

6. OA

9.0
5.0

20.oe"

6.95e" *

4.OZ
4.O
2.O

10 .08

6.08
9.0
5.0

20.oe"

7 .952 *

(A) Ratio of investment income (on an accrual- basis) to mean assets* Excruding assets in Minnesota Adjustable Fixed Benefit Fund;
including change in recognized unrearized appreciation or
depreciation.

) Discussion of Valuatio.n nesults

rn accordance with the results of the 1979 Experience study,
actuariar assumptions were changed for the rggo valuation.
assumption for retired lives was strengthened considerabry,
conservatism was put into the death rates for active 1ives,
r.ates were increased in the middle and ofder age brackets.

some of the
The mortality
some additional
and. the disability

)

These changes account for the increases in the normal cost rates and for a
good share of the upward movement of the unfunded accrued lia-bility. rn
fact, the unfunded would have decreased by a-bout gf4,5OOrOOO if the assump-
tions had not been strengthened.

One notabfe feature of the change in the fundings costs is the fact that
the increase in the payroll plus the moderate size of the increase in the
unfunded have combined to produce a decrease in the amortization and interest
figures as a percentage of payroll. This has held down the increase in the
total funding figures.

During the year, the unfunded accrued liability increased from gfg4,635r]-7O
to $198,O3L,293, an increase of $13,446rL23. TLre Actuary gave the following
analysis of this increase:

-2-



fncreases:

Change in Actuarial Assumptions
Change in Disability Benefit -

Correctional Group
Salary Scale Loss

Total Increases

Decreases:

Amortization Contribution
Excess Interest
Capital Gain
Mortality Gain - Retireds
Mortality, withdrawal and Disability

Gain - Actives
Total Decreases

Net fncrease

g2g ,o27 ,g;12 r'4t't ''

238 ,354 l{'
15,564,648 )t'.

155 ,800 i\' .

$43,830,814

$15,723,606 ,,t,
8,gt2,543) ,r,_
5,452,425):

LAO ,3r7 [ l^ .

$ 30 , 394 ,691
$13,446,L23

3. Conclusion

The l-980 Vafuation filed by MSRS conforms with the requirements of
Chapter 356. The results of this valuation indicate that the deficit

I might be retired in about 12 years with the present level of support.
/ turthermore, the report contains detailed information about the effect

of the revised actuarial assumptions on various cost items.

-3-
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FCS Minnesota Memorandurn No. 80-2

MSRS VALUATION AS OF JUNE 30, 1980

Ihe purpose of this memorandum is to discuss the valuation report of the
Minnesota State Retirement System dated January 16, 1981 which was sub-
mitted to the Conunission in accordance with Minnesota Statutes, Chapter 355.
Ikre valuation was made using the entry age normal cost method and assuming
5? interest. The report was prepared by A11an J. Grosch and AIan J. Schutz
of the Wyatt Company.

Ihis memo contaj-ns the following:

I. Statistical and Valuation Data
2. Discussion of Valuation Results
3. Conclusion

1. Stati-stical and Valuation Data

Results of the valuation reports
shown for comparative puryoses.
simplicity of presentation.

as of June 30, L979
Figures are rounded

and June 30, 1980 are
where necessary for

Membership

Active Menlcers 45,566t
Inactive Members 3,327
Retired Members 8,257
Disabled Mernbers 613
Surrrivors of Deceased Members 321
Deferred Vested 706

*Including correctional employees numbering

As of
June 30, 1990

47 t232r,
3,531
8,527

633
344
772

964 and 990, respectively.

Dollars )

$670 .9
27.2

AS

June 30
of

L979
(1)

(2)

(3)

Payroll and Annuities Payable

Total Annualized Payroll
Annuities (annual)

Valuation Balance Sheet

Accrued Liability
ASSets
Unfunded Accrued Liability

(Deficit)
Funding Ratio (Ratio of

Assets to Accrued Liajrility)

(Mi11ions of

$606. e
20.6

(Millions of Dollars)

$767 .3
569.2

3]ffi*
7 4.2%

$7.1 million for
figures of $777.9 million

$675.8
49L.2

$rea.6*

72.72

*S191.0 million for regular employees and
correctional employees compared to 1979
and $6.7 million, respectively.

)



Percent of Covered pavroll

(4)

As of June 30, L979
Regular Correctional

As of June 30, 19BO
Regular CorrectionalNormal Cost and Funding Costs

Normal Cost
Expenses
Normal Cost PIus Expenses

Normal Cost Plus Expenses
Interest on Deficit
Total ("Minirmrm Contribution,')

Normal Cost Plus Expenses
Amortj.zation by 2009
Tota1 ("Required Contribution,')

Statutory Contributions

Employee
Employer Regular
Bnployer Additional
Tota-I Contributions

5.53r
0.14
6:A
6.672
1.43
8.10r

6.67e6
I .86
ffi

LO.24*
0.14

10.38*

10.38r
2.20

12 J-8r

10 .388
2.86

ffi

6.822
0.18
7. OO*'

7.00r
1.39
8.3%

7.00r
1.84
ffir

10.54*
0. 18ffi

10 .828
2.LL

ffi
10 .82r
2.78

13 .5oE
(s)

4 .0r
4.O
2.O

10.0r

6.0r
9.0
5.0

20 rc*'

6.95* *

4.0r
4.0
2.O

10 .0r

5.0r
9.0
5.0

20. or

7 .95* t(6) Investment Yield (A)

(A) Ratio of investment income (on an accrual basis) to mean assets.* Excluding assets in Minnesota Adjustable Fixed Benefit Fund;including change in recognized unrearized appreciation ordepreciation.

2. Discussion of Valuation Results

rn accordance with the results of the 1979 Experience study,actuarial assumptions were changed for the 19go valuation.
assumption for reti-red li-ves was strengthened considerably,
conser/atism was put into the death rates for active lives,
r.ates were inc'reased ia t.le middle and older age brackets.

some of the
The mortality
some additional
and the disability

Ttrese changes account for the increases in the normal cost rates and for agood share of the upward movenent of the unfunded accrued liability. rnfact, the unfunded would have decreased by about S14r5OO,OOO if the assump-tions had not been strengthened.

one notable feature of the change in the fund,ings costs is the fact thatthe increase in the payroll plus the moderate size of the increase in the
unfunded have combined to produce a decrease in the amorti.zation and interest
figrures as a percentage of payrolI. This has held. down the increase in thetotal funding figures.

) ,*11? the year, the unfunded. accrued liability increased from s184,635,170to 5198,OA]-,293, an increase of $L3,446,I23. fhe Actuary gave the followinganalysis of this increase:
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fncreases:

Change in Actuarial Assumptions $28,027,8L2
Change in Disability Benefit -

Correctional Group 238 t354
Salary Scale Loss L5r564,648

Total Increases 9431830,814

Decreases:

Amortization Contribution
Excess Interest
Capital Gain
Mortality Gain - Retireds
Mortality, Withdrawal and Disability

Gain - Actives
Total Decreases

Net Increase.

$L5,723,606
8,9L2,543
5,452,425

l4o,3l7

155 ,800
$30,384,691
$13,446,L23

)

3. Conclusion

The 1980 Valuatj.on filed by I{SRS conforms with the requirements of
Chapter 356. The results of this valuation indicate that the deficit
might be retired in about 12 years with the present level of support.
Furthermore, the report contains detailed information about the effect
of the revised actuarial assumptions on various cost items.
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