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Dear Board Hembers:

Submitted in this report are the resu'lts of an Annual Actuarial Valuation of the
assets, actuarial values and contribution requirements associated with benefits
provided by the Publ ic Employees Retirement Fund.

The date of the valuation was July I, 1990.

Valuation results, comrnents and conclusions are contained in Section A.

The valuation was based upon information, furnished by PEM, concerning Retire-
ment Fund benefits, financial transactions, and individual members, term'inated
members, retirants and beneficiaries. Data was checked for internal consistency
but was not otherwise audited by us. This information is sunrnarized in Sec-
tion B.

Actuarial cost methods, actuarial assumptions and definitions of technical terms
are contained in Section C.

Information needed to comply with the Pension Benefit 0b1 igation required by
Statement No. 5 of the Governmental Accounting Standards Board is contained in
Section D.
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e$qctfully submitted,
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Finfy y'J. Daniel Petersen



SECTION A

VALUATION RESULTS, COHMENTS

AND CONCLUSIONS
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Publ ic Empl oyees Retirement Fund

Surmary of Resul ts

B.

(Dol I ars ln Thousands)

A. CONTRIBUTIONS

l. Statutory Contributions - Chapter 353
I of Payrol l

2. Required Contributions - Chapter 355
Z of Payrol l

3. Sufficiency (Deficiency ) (Al-A2)

c.

ACCRUED LIABILITY FUNDING RATIO

l. Current As set s

2. Actuarial Accrued Liabil ity
3. Funding Ratio (l/2)

PLAN PARTICIPANTS

I . Act i ve l.lembers
a. Number
b. Projected Annual Earni ngs
c. Average Annual Earn i ng s
d. Average Age
e. Average Servi ce

2. 0thers
a. Service Ret i rements
b. Disability Retirements
c. Survi vors
d. Deferred Ret i rement s
e. Terminated Other Non -vested
f. Total

Julv l. 1989 Julv l. 1990

9.332

8.92

0.41r

t?,992,285

4, t99,873

7t.257.

99,515
$1,932,674

l9,421
42.5
8.2

2?,932
689

4,251
2,349
6,805

37,026

9.25 /.

9.95

(0.70)%

s3,297 ,?16

4,583,521

7t.94%

102 , 664
t2,07 4,092

?0,203
42.5
8.3

24, 314
708

4,414
2,699
7,695

39 ,830
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Publ ic Empl oyees Retirement Fund

PURPOSE

The purpose of this valuation is to determine the financial status of the Fund,

including the determination of the sufficiency of the Statutory Contributions to the

Fund.

CONTRIBUTION RATES

The Retirement Fund is supported by member contributions, employer contributions and

investment income from Retirement Fund assets.

Contributions required under Chapter 355 are determined by the annual actuarial

valuation and are sufficient to:

(l) cover the actuarial costs allocated to the curent year by the actuarial cost

methods described in Section C (the normal cost); and

(?) finance over a period of future years the actuarial costs not covered by present

assets and anticipated future normal costs (unfunded actuarial accrued liabil-
i tY) ; and

(3) provide an allowance for expenses for the current year.

Contribution requirements for the fiscal year beginning Juiy l, 1990 are shown on

page A-3.
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Publ ic Empl oyees Retirement Fund

contributions Required To Finance Beneflts of the Retlrenent Fund

For the Year Beginning JuIy I, t99O

I
I

l

I

t,

I

i

(DoIIars in Thousands)

Contri buti ons for

A. Reouired Contributions - Chaoter 355

1. Normal Cost
Reti rement benefi ts
Disabil ity and survivor benefits
Termination benefi ts

Deferred serv ice pensions
Refunds of member contri bs.

Total Normal Cost

2. Unfunded Actuarial Accrued Liability

3. Supplemental Contri bution Anortization
by July l, 2020

4. Admini strative Expense

5. Total Requi red Contribution

B. Statutorv Contributions - Chapter 353

l. Employee Contributions

2. Employer Contri but'ions

3. Total

C. Contri bution Sufficiency (Deficiencv)
(As) - (83)

5.077
t.29

2.78
I .34

10.482

8.23%

10.73

18.95

4.llz
0.50

l.5s
0. 38
6.64%

4.23%

4.48

8.71

4.t6%
0. 64

I .61
0.43
6.84v,

$1,286,305

?.79%

0.32

9.95%

4.44%

4.8r

9.25

(0.70)%

was amort i zedThe excess

as a level

of total actuari al

percent - of- payro l l

accrued Iiabilities over appl icable assets

over the 30 year period to July l, 2020.
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Publ ic Employees Retirement Fund

Determination of Unfunded Actuarial Accrued Ltablllty (UAAL)

and Supplemental Contributlon Rate

iluly I, 1990

(Dol I ars ln Thousands)

A. DETERfiINATION OF ACTUARIAL ACCRUED LIABILITY (ML)
I . Acti ve ltlembers

a. Reti rement Annuities
b. Di sabi I i ty Eenefi ts
c. Survi vors Benefi ts
d. Deferred Reti rements
e. Refunds Due to Death or lJithdrawal

f. Total

?. Deferred Ret i rements

3. Annu i tants

4. Total

c.

DETER}'IINATION OF UNFUNDED ACTUARIAL ACCRUED
LIABILITY (UAAL)
r. ML (A4)

2. Current Assets

3. UML (Br-82)

DETEMINATION OF SUPPLE}IENTAL COilTRIBUTION
RATE
l. Present Value of Future Payrolls through

the Amortization Date of July l, ?020

2. Supplemental Contribution Rate (B3,zCl)

B.

t 2,005,59I
136,763
136,146
382 ,82 r
(48.154)

2,613,267

49,54t

r.920.713

3 4.583.52r

t 4,583,521

3.297.216

t 1.286.30s

$45,089,170

2.79,.
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A.

B.

Publ ic Empl oyees Reti rement Fund

Experience Gain (Loss)

Year Ending June 30, 1990

(Dollars ln ThousindiF

UML at Beginning of Year

Change due to Interest Requirements and
Current Rate of Fund i ng

1. Normal Cost and Expenses
2. Contri but i on
3. Interest on A, Bl, and 82

4. Total (Bl + 82 + 83)

Expected UML at End of year (A + Ba)

Increase (Decrease) due to Actuarial
Losses (Gains) Because of Experience
Devi ati ons from Expected

UML at End of Year Before Plan Amendments
and Changes in Actuaria'l Assumptions (C + D)

Change in Actuarial Accrued Liability Due
to Pl an Amendment s

Change in Actuarial Accrued Liabi)ity Due
to Changes in Actuarial Assumptions

UML at End of Year (E + F + G)

$1,207,588

120 , 193
( r80,8s6)

100. 065

39 ,362

1 , 246, 950

1 1 ,407

1 , 258,357

0

27.948

3t.285.30s

c.

D.

E.

F.

G.

H.
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Publ ic Empl oyees Retirenent Fund

c0liltEt{Ts

CONTRIBUTION SUFFICIENCY

As shown on page A-3, the Fund has a contribution deficiency of 0.70% of payroll,

since the Statutory Contribution Rate of 9.25U is less than the Required Contribution

Rate of 9.95%.

CHANGES IN ACTUARIAL ASSUI.IPTIONS

Effective with this valuation, Fund termination rates have been updated to reflect

recent p1 an experience. Sample termination rates are as follows:

&e

20
30
40
50

Prior Current

.2750 .2542

.1610 .10t8

.0818 .0s32

.0385 .0321

Femal e
Prior Current

.3832 .2913

.2805 .1394

. t340 .0826

.0563 .0550

* of Pavro l 'l

0.84%

0.06

0.907,

The change in

as fol I ows:

withdrawal rate s caused an increase in the Requ i red Contri bution Rat e

Normal Co st

Supplemental Contri but i on

Total Increase in Requ i red
Contri but i on

A-6



ACTUARIAL GAINS AND LOSSES

As shown on page A-5, the Fund experience

$11,407,000 during the year ending June 30,

$75,000,000 resulting from fewer than expected

prior withdrawal rates) xas partially offset by

ence.

produced a net

1990. A.loss

terminations (as

gains from asset

actuarial l oss of

of approxi matel y

measured using the

and sal ary experi -

I

I

l
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SECTION 8

SU},HARY OF BENEFIT PROVISIONS

AND

VALUATION DATA SUBII,IITTED BY PEM
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Publlc Enpl oyees Retlrement Fund Baslc

Surmary of Plan Provi s I ons

(July l. 1991)

Eljoibilitv - A public employee who is not covered under the Social
Security Act. General exceptions are enployees covered by other public
funds and c_e-rta i n part-time employees. City managers and persons holding
elective office may choose to become members.

Contributions - l{ember: 8.23t of sa1 ary.
Employer: 10.731 of sal ary.

Al lowable Service - Service during which nember contributions were
deducted. ilay also include certain leaves of absence and mil itary
servi ce.

Sa.larv - Includes amounts deducted for deferred compensation or supplemen-
tal retirement plans, net income from fees, and sick leave payments funded
by the employer. Excludes lump sum payments at separation and Uorkers,
Conpensation benefits.

Averaqe Sa=lary - Average of the 5 highest successive years of salary.
Average salary is based on all allowabie service if less than S years.

NORI'IAL RETIREIIET{T BENEFIT

E'l ioibiljtv - First hired before July l, 1989:

Age 65 and 3 years of allowable service. Proportionate retire-
ment annuity is avaiiable at age 55 and l year of allowable
serv i ce .

First hired after June 30, 1989:

The greater of age 65 or the age eiigible for full Social
Security retirement benefits and 3 years of allowable service.
Proportionate retirement annuity is avai'lable at normal retire-
ment age and I year of allowable service.

Amount - ?.5% of average salary for each year of allowable service.

EARLY RETIREI{ET{T BENEFIT

Elioibilitv - First hired before July I, 1989:

Age 55 and 3 years of allowable service. Any age with 30 years
of allowable service. Rule of 90: Age plus ailowable service
totals 90.

First hired after June 30, 1989:

Age 55 with 3 years of allowable seryice.

B-l



Public Empl oyees Retirement Fund Basic

Surnary of PIan Provisions (Continued)

Amount - First hired before July l, l9B9:

The greater- of .E of ayerage salary for each of the first l0years of allowable service and Z.S%- of average salary for- eaitr
subsequent year rith reduction of O.ZS?l, foi each honifr-if,e
member is 

-urder. _age 65 at time of retirement or age O2 if-JOygars of allowable service. l{o reduction if age p1-us years oiallowable service totals 90; or Z.S% of average-sai"ii io" i.if,year of allowable serv-ice as sumi ng ,augmentat i 6n to ag-e SS ai-iiper year and actuarial reduction for each month the- member iiunder age 65.

First hired after June 30, 1989:

2.5% of average salary for each year of al.lowable service
assuming augmentation to the age el.igible for fu.ll Sociii
Security retirement benefit at 3%-per yeir and actuarlat ieJui-tion for each month the nember is under the Social Secuiiiy
ret i rement age.

Fonn gf .P-avment - Life annuity with return on death of any barance ofcontributions over aggregate monthry payments. Actuariairy eqrlviientoptions are:

50%.or 100% joint and survivor with bounceback feature withoutaddjtional reductior (option is canceled if member- is'-;;;:
deceased by beneficiary).

Bpnet'it Increases - Benefits may be increased each January l, dependinq onthe 
. 
inv_es-tment performance of 

-the 
Hinnesota post Reai[r;;t-fi;;#e;i

Fund (HPRIF). A-member rho has been receiving a benefit-i;;-.i .i;;;iliifull months as of June 30 will receive a full-increase.

l'lembers receiving benefits for at least I fulI month but less than 12 fullnonths rill receive a partial increase.

l4embers retired under laws in effect before July l, 1973 receive an addi_tional lump^surn paynent ea-ch__year. In !!89, this iump ,u.-pivr.n[ ii-ih.greater of $25 times each-full year of allowable servite o" ih-e Jiiti".ic"
between t400 times each furr year of al]owabre service ana itre;u,';i-l;;benefits p_aid frorn any ltinnesota public pe_nsion plan plus a;:; p.yr.;i;
from the Social Security Adminisi,ration'for the preieding ?i:;il;;;July l, 1988 through June 30, 1989. In each following y".ri tf,. irriim
!1flgl! will.in*ease.by the-.same percentage in*easi ltrat'ii ippiiSo-iirregutar annuities paid from llpRlF.

B-2
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Publ tc Employees Retlrement Fund Baslc

Sumary of PIan Provlslons (Gontlnued)

(July I, l99l)

DISABILITY BENEFIT

Eligibilitv - Totq! and permanent disability before normal retirement age
with 3 years of allowable service.

Amgunt - Hormal retirement benefit based on a'llorable service and average
salary at disability rithout reduction for cormencement before normil
retirement age. Supplenental benefit of t5 per mnth for each year under
normal retirement age at comnencement of disability (naximurn of t50 per
month). The disability benefit is reduced to that arnount which, rhen
added to llorkers' Compensation, does not exceed the salary the disabled
member received as of the date of the disability or the salary currently
payable for the sane employment position substantially sinri lar to the onL
the person held as of the date of the disability, rhichever is greater.

Payments stop if djsability ceases or death occurs. Payments revert to a
retirement annuity at normal retirement age. Eenefits may be reduced on
resumption of parti al employment.

Form of Payment - Same as for retirement.

Benefit Increases - Adjusted by PEM to provide same increase as l4pRIF.

RETIREI{ETTT AFTER DISABILITY

El ioibi litv - Normal retirement age.

continues. Othemise the larger of the
the normal retirement age or the normal
normal retirement age, or an actuarial ly

last 6 nonths. llaximum family
paid until spouse's death but no

elected in Iieu of this benefit.

Benefit Increases - Same as for retirement.

SURVIYIilG SPOUSE BEIIEFIT

Elioibilitv - Active nember yith 18 months of allowable service or nember
receiving a disabil ity benefit.

Amount - Any optional annuity
disabii ity benefit paid before
retirement benefit avai lable at
equi val ent optional annuity.

Amount - 501 of salary averaged over
benefit is $1,000 per month. Eenefits
payments uhile spouse is remarried.

Surviving spouse optional annuity may be

B-3
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Publ ic Empl oyees

Surmary of Pl an

Retirement Fund Baslc

Provisions (Contlnued)

SURYIYIT{G DEPEHDEIT . CHII,I) BEHEFIT

Elioibilitv - Active member with 18 months of allovable service or member
receiving a disabil ity benefit.

Amoult - l0Z of salary averaged over 'last G months for each child. Family
benefit^ninimum (including spouse's benefit) of 502 of salary ani maximumof $1,000 pe1-mgn-th_. 

_ Benefits paid until cliild oarries, diei, oi attains
age 18 (age 22 if full-time student).

SURVIVI}IG SPOUSE OPTIOML A}IIUITY

tj:gj9;ifjil - i,lenber or former member yho dies before ret.irement ordisability benefits commence, if age 50 uith 3 years of allowable serviceor any age with 30 years of allowable service. If the nrember dies before
age 55' benefits comrence vhen member rould have qualified for earlyreti renent .

Amount - S-urvivor's payment of the l00Z joint
member could have elected if terminated. -

Benefit Increases - Adjusted by pEM to provide

and survivor benefit the

sane increase as HPRI F.

REFUT{D OF C()}TR.IBUTIONS

EliqibiliIv -_Ilember dies before receiving any retirement benefits andsurvivor benefits are not payable.

Amou4t - The excess of the member's contributions rith G% interest over
any disability or survivor benefits paid.

REFUND OF CO}TTRIBUTIOT{S

Eliqibilitv - Termination of public service.

Amount - llember's contributions uith 5t interest compounded annuarty iftermination occurred before l,lay 16, 1989, and 6z interest ti ierminaiionoccured on or after-Hay 16, lgg9. A deferred annuity may be etected inlieu of a refund if 3 or more years of allowable serv'ice.'

DEFERRED BEI{EFIT

Elioibilitv - 3 years of allowable service.

4nount - Eenefit computed under'law in effect at terrnination and increased
by-the following annual percentage: G before 7/l/ll, 5Z from t/I/lt tol/_l/81, and 3% thereafter unti l January I of the year following atiainmentof age 55 and 5% thereafter until the annuity b6gins. Amounf is fayabreas a normal or ear'ly retirement.

B-4



Publlc Employees Retlrement Fund Coordinated

Surmary of pl an provisions

Eligibilitv - A public employee who is coveredAct. General exceptions are employees covered
certain part-time employees. City nanagers and
office may choose to become membeis.

9onlributions - ]lember: 4.?3/ of salary.
Empioyer: 4.4& of sal ary.

under the Social Securi ty
by other public funds ani
persons holding el ect i ve

Service -
Hay al so

serY I ce.

Age 55 and 3
of a l lowabl e
total s 90.

First hired after June 30, 1989:

Age 55 with 3 years of allowable service.

Service during rhich member contributions wereinclude certain Ieaves of absence and military

Sa=larv - Includes amounts deducted for deferred compensation or supDlemen-tal .retirement plan_s, net income from fees, and sick reave paymeni's'runded
by the employer. ,Exciudes rump sun payments at separat i dn 'and' uorkers ,
Compensation benefi ts .

averaoe sa=larv .- Average of -the--5 highest successi-ve years of salary.Average salary is based on ail ailowabre service if iesi tnan s yiars.

HOR'{AL RFTIR,E}IEI{I BENEFIT

Elioibjlitv - First hired before July l, l9g9:

Age 65 and_3 years of alIowable service. proportionate retire_
ment- annuity is available at age 65 and I year of a.Howabie
servi ce .

First hired after June 30, l9B9:

The greater of age E5 or the age eligible for fu.l I SocialSecurity retirement benefits and J yeariof allowab.le seiri.e.
Proportionate retirement annuity is 

-avai 
lable at normal retiie_

ment age and I year of allowable service.

Amount - 1.5% of average salary for each year of al.rowabre service.

EARLY RFTIREI{EI{I BENEFIT

Elioibilitv - First hired before July l, 1989:

years of allowable service. Any age with 30 years
service. Rule of 90: Age plus allowable seivice

B-5

(ffi



Public Empl oyees Retirement Fund Coordinated

Sumary of Plan Provislons (Continued)

Amount - First hired before July l, 1989:

The greater- of lI of average satary for each of the first l0years of allowable seryice and l.SZ of average salary for eaih
subsequent year rith reduction of 0.252 fdr each month 

-[he
member is under _age G5 at time of retirement or age 62 if 30ygars of allowable service. No reduction if age pl-us years of
allowable service totals 90; or, l.5i of average-sjtary foi iaityear of allowable service assuming augmentafi6n to as;65 ai 3zper year and actuarial reduction for-each month the- member is
under age 55.

First hired after June 30, l9B9:

1.5% of average salary for each year of al.lowable service
assuming augmentation to the age e1 igible for ful.l Social
Security retirenent benefits at 3% per yeir and actuarial redui-tion for each month the mernber is under the Social Securiiyreti rement age.

ForF g.f .Pavrnent - Life annuity with return on death of any balance ofcontributions over aggregate monthly payments. Actuariaiiy equivalentoptions are:

50% or 100% joint and survivor with bounceback feature withoutadditional reduction (option is canceled if member is pie_
deceased by benefi ci ary) .

Bgne[it Increases --Benefits m-ay be increased e_ach January l, depending onthe. i nv_e_s_tment -performance of the ilinnesota post net I rime'ni 
-[nves 

tmen t
Fund (HPRIF)- A benefit r-ecipient who has been receiving i uenefifror at'least 12 full months as of June 30 will receive a rull iircreiie.'Benefit
recipients receiving benefits for at least I full month but less lhan tz
months will receive a partial increase.

l'lembers retired under laws in effect before July l, 1973 receive an addi-tional lump^sg[ paynent-e1ch Jear. In t999, this iump su,n payreni"i, $ZStimes each fu11 year of allowable service. In each'foiloriiitlear, the
lump. sum paymen_t xiil increase by the same percentage increisd 

-itrat 
is

appl ied to regular annuities paid from llpRIF.

DISABILITY EENEFIT

El igibilitv - Totq! and_permanent disability before normal retirement agewith 3 years of allowable service.

B-5



Public Empl oyees Reti renent Fund Coordinated

Sunrnary of Plan Provislons (Contlnued)

(culy t, tggt)-

Amgunt - Normal retirement benefit based on allowable service and averagesalary at disability without reduction for corsnencement before normil
retirement. age. ..The d_isability benefit is reduced to that amount rhich,
when added to l,lorker,s. Compersation, does not exceed the salary th6
disabled member received as of the date of the disability or the ialaiy
currently payable for the same employnent position substantially sinilai
to the one the person held as of the date of the disability, yhiihever isgreater.

Payments stop if disability ceases or death occurs. payments revert to a
retirement annuity at normal retirement age. Benefits-may be reduced on
resumption of parti a l employment.

Form of Pavment - Same as for retiresrent.

Benefit Increases - Adjusted by PEM to provide same increase as HpRIF.

R,FTIREI,IEI{T AFTER DISABILITY

Eliqibilitv - Normal retirement age.

Amount - Any optional annuity continues. 0therwise the
disabil ity .bene-fit paid before normal retirement age
retirement benefit available at normal retirement age, or
equi val ent optional annuity.

Benefit Increases - Same as for retirement.

SURYIVING SPOUSE OPTIOML A}IilUITY

E]-:glUi:-ity - Hember or former member rho dies before retirement ordisability benefits comnence, if age 50 rith 3 years of allowable service
or any age with 30 years of allovable service, If the member dies before
age.55, benefits cormence when member yould have qual ified for early
ret i rement .

Amount - Survivor's payment of the lOOi joint
member could have elected if terminated.

Benefit Increases - Adjusted by PEM to provide

l arger of the
or the normal
an actuari al ly

and survivor benefit the

sane increase as HPRI F .

I
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Publtc Enpl oyees Retl renrent Fund Coordlnated

Surmary of Plan Provisions (Conttnued)

REFUHD OF COI{TRIBUTIOilS

Eliqibililv -_Hember dies before receiving any retirement benefits andsurvivor benefits are not payable.

Amount - The excess of the member's contributions rith 6I interest over
benefits paid.any disabil ity or suryiyor

REFUND OF COHTRIBUTIOI{S

Eliqjbilitv - Termination of public service.

Amount - I'lember's contributions with 5% interest compounded annuarly iftermination occured before Hay lG, 1989, or G% inteiest if terminaiion
occurred on or after l'lay 16, 1989. A deferred annuity may be e)ected inIieu of a refund if 3 or more years of al lowable service.'

DEFERRED BENEFIT

Elioibjlitv - 3 years of al'lowable service.

amount - Benefit computed under law in effect at termination and increasedby-the fo1 Iowing annuar percentage: 0% before 7/r/rt,5z from l/7/tt tol/l/81 , and 3% thereafter untir Jinuary I of the yeir roilowino atiir"nmentof age 55 and 5% thereafter untii the annuity bdgins. lmouni ii-piyaore
as a normal or early retirement.

I

I
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A.

Publ lc Empl oyees Retirement Fund

Accounting Bal ance Sheet

iluly I, 1990

(ootTiii. n-TtroulanG]-

ASSETS
l. Cash, Equivalents, Short-Tenn

Securi ti es
?. Investments

a. Fixed Income
b. Equity
c. Real E s tate

3. Equity in Hinnesota Post-Retirement
Investment Fund (llPRI F)

4. Other

TOTAL ASSETS

MOUNTS CURRENTLY PAYABLE

ASSETS AVAILABLE FOR BENEFITS
l. Hember Reserves
2. Employer Re s erves
3. IIPRI F Reseryes
4. Non-llPRIF Reserves

5. Total Assets Avai lable for
Benefi ts

TOTAL AHOUNTS CURRENTLY PAYABLE AND
ASSETS AVAILABLE FOR EENEFITS

ltarket Yalue Cost Value

B.

c.

D.

t 42,625

435, 599
1 ,041 , 002

tt7,8?2

1 ,763 ,585
832

s3 .401 . 555

$ t0,23t

$ 588,793
I , 038,856
1 , 753, 685

0

3,391,334

t 4?,625

442,030
917,040

94 , 175

I ,763,685
83?

t3 . 250. 388

$ 10,231

$ 588,793
897 ,679

1 , 763, 58s

3, 250, 157

t3 ,250, 157

47. 059

s3.297.216

E.

s3.401 . 56s $3 . 260. 388

F. DETERHINATION OF ACTUARIAL YALUE
OF ASSETS

l. Cost Value of Assets Available for
Benefits (05)

2. l,larket Yalue (05)
3. Cost Yalue (D5)

4. llarket 0ver Cost (F2-F3)
5. l,/3 of t'larket 0ver Cost (F4)/3

5. Actuarial Va1ue of Assets (Fl + F5)
(Same as 'Current As set s' )

$3,391 , 334
3. 2s0. I 57

t l4l,177
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Publ lc Employees Retl reurent Fund

Changes ln Assets Available for Beneflts

Year Ending i,une 30, lg90

l{arket Va lue

t3,106,902

Cost Value

J2,934,977

B.

A. ASSETS AVAILABLE AT BEGINNING OF YEAR

OPEMTING REVENUES
I. llember Contributions
2. Employer Contributions
3. Investnent Income
4. IIPR I F Income
5. Net Realized Gain (Loss)
6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

OPERATING EXPENSES
l. Service Ret i rements
?. Di sabi I i ty Benefi ts
3. Survivor Benefi ts
4. Refunds
5. Expenses
6. 0ther

7. Total D isbursements

D. OTHER CHANGES IN RESERVES

E. ASSETS AVAILABLE AT END OF YEAR

c.

87 , 031
93,865

190,852
144, 529

0
872

(30.748)

486, 41 1

155,740
4,057

l2, 565
l?,711
6,296

609

201 ,979

87, 03I
93 ,865

190,862
144, 529

0
872

517,159

165, 740
4,057

l2 , 565
t2,7 tt
6,296

509

201,979

33.391.334 $3. 250. 157
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I'linnesota Publ ic Ernployees' Retirement Association

BASIC & COORDINATED Active Hembers as of June 30, 1990

By Attained Age and Years of Service

Years of Service to Valuation Date
Ho.

153 r53

Total s
Attai ned

Age

Under 20

?0-?4
25-29
30-34
35-39

Val uitl on
Payro l l

t 525,874

28,270,7 48
135, 675,096
244,679,026
336, 244, 44I

353 , 556,690
?7 | ,337 ,7 68
2t2,568,2t9
t7 5 ,213 ,773

29, 625, 606
25,130,597
22,645,485
16,431,929
12,607,361

9,128,586
4 ,706,260
3,319,072
2,603,7 40
2,131,438

4,345 ,269

2,87 4 63
6,981 1,87s 123
7,722 3,591 2,250 95
8,?41 3,916 3,655 1,429 46

2,937
8,979

13,658
17 ,294

l7 , 400
14,571
10,877
9,0I9

1 ,558
1 ,374
1,230

904
733

40-44 7,245 3,929
45-49 5,737 3,042
50-54 2,581 ?,0t7
55-59 1,817 1,48I

60 ?95 247
61 240 189
62 t94 193
63 164 152
64 t?3 ll7

104 110
76 65
65 42
44 39
44 35

3,321 2,234 548
2,75t 1,703 1,075
2,391 1,874 1, t53
1,778 1,743 1,304

305 ?95 244
249 314 ?29
?58 248 223
163 176 165
144 166 I 14

97 ll9 9l
58 65 37
56 45 32
48 31 27
37 33 t2

16 567
ll 34?
9 260
4 t99
8 l7s

t0 434

23
253
518
542

117
ltz

76
55
37

l0
243
354

54
41
38
27
3?

30
t9
II
6
6

65
66
67
68
69

70 & Over ll4 90 90 t?4078

Totals 44,920 21,193 17,786 10,649 5,44t l,gl8 857 I02,664 S1,892,745,978

l,lhi I e not used in

are computed and

Age: 42.5 years.

the financial

shown becau se

computations, the fo)lowing group averaqes

of the'i r general interest.

Servi ce: 8.3 years.

Annual Pay: t18,435.
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l,linnesota Publ ic Enployees' Retirement Association

BASIC & C0ORDINATED - Total Benefits Payable June 30, 1990

Tabulated by Attained Ages of Benefit Recipients

ALL RETIRANTS AND BENEFICIARIES
Atta i ned

Aqe s

Under 20

20-24
25-29
30-34
35-39
40-44

45- 49
50-54
55-59
60-64
65-69

70-7 4
75-79
80-84
85-89
90-94

95 & Over

Total s

Number
AnnuaT

Benef i t s

$ 97,430

34,689
39 ,859
39,55s

I09,092
l5l,541

473 , 517
1 , 630, 573

10,286,622
35 , 689, 483
49,695,923

40,245, 043
25,283 ,855
l0,384, 718
4,452,349
1 , 730, 996

l3

I
7

l3
24
40

86
?29

I ,381
4,694
7 ,434

6, 545
4, 610
2,456
|,247

493

155 000552

29,436 $181,917,254
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SECTION C

ACTUARIAL FUNDING }IETHODS, ACTUARIAL ASSUMPTIONS

AND

DEFINITIONS OF TECHNICAL TER}.IS

t

t

t

t
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Publ ic Enpl oyees Retirement Fund

Actuarial llethods Used for the Valuation

Retirenent and Casualtv Benefits. Normal cost and the allocation of actuaria'l values

between service rendered before and after the valuation date were determined using

an individual entry-age normal cost projected benefit method having the following

characteri sti cs:

(i) the annual normal cost for each individual active member, payable

from date of entry to date of retirement, are sufficient to accumu-

Iate the value of the mernber's benefit at the time of retirement;

(ii) each annual normal cost is a constant percentage of the member, s

year by year projected covered pay.

The unfunded actuarial accrued liability was amortized by level (principal & interest

combined) percent-of-payrol1 contributions over a period of 30 future years.

Active member payroll was assumed to increase 6.5% a year for the purpose of deter-

mining the level percent contributions.

!

I
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Publ ic Enployees Retirement Fund

Actuarial Assumpti ons

The actuary calculates contribution requirements and actuarial values of a retirement

system by applying actuarial assumptions to the benefit provisions and peop)e

information of the system, using the actuarial methods described on page C-1.

The principal areas of risk which require assunptions about future experiences are:

(i) Iong-tern rates of investment return to be generated by the

assets of the system

(ii) patterns of pay increases to members

(iii) rates of mortality among members, retirants and beneficiaries

(iv) rates of withdrawal of active members

(v) rates of disability among active members

(vi) the age patterns of actual retirements.

In naking a valuation, the actuary calculates the monetary effect of each assumption

for as long as a present covered person survives - - - a period of time which can be

as long as a century.

Actual experience of the system will not coincide exactly with assumed experience,

regardless of the wisdom of the assumptions, or the skill of the actuary and the pre-

cision of the many calculations made. Each valuation provides a complete recalcula-

tion of assumed future experience and takes into account all past differences between

assumed and actual experience. The result is a continual series of adjustments

(usually smal l) to the computed contribution rate.

From time to time one or more of the actuarial assumptions are modified to

reflect experience trends (but not random or temporary year to year fiuctuations).

c-?



Publ ic Empl oyees Retirement Fund

Summry of Actuarlal Assumptions and llethods

Interest: Pre-Retirement: 8.5% per annum.

Post-Retirement: 5Z per annum.

Salary Increases: Reported salary for prior fiscal year, uith new-hires annual-
ized, increased 6.5% to current fiscal year and 6.5% annually
for each future Year.

tlort a l ity: Pre-Retirement:
I'lale - l97I Group Annuity Hortality Table male rates

projected to 1984 by Scale D.
Female - l97l Group Annuity l{orta1 ity Table female rates

projected to 1984 by Scale D.

Post-Reti rement :

l.lal e - Same as above .

Female - Same as above.

Post-Disability:
llale - 1955 RRB rates.
Female - 1965 RRB rates.

II Retirement Ase: 
tfl'.:i;,iLli#Trxt-iitli.Jl'.,I."'.:,';".1 i:",:i1HtHl.l'tf;;
Rule of 90 when first e1 igible.

Separation: Graded rates based on plan experience as of June 30, 1989.
Rates are shown in rate table.

Disability: Rates as shown in rate table.

Administrative and Prior year expenses expressed as percentage of prior year
Investment Expenses: payroll . (0.32% of payroll.)

Return of A1) employees withdrawing after becoming eligible for a

Contributions: deferred benefit vere assumed to take the larger of the'ir
contributions accumulated rith interest or the value of their
deferred benefi t.

Family Composition: 85% of male members and 65% of fenale members are assumed to
be married. Female is four years younger than male. Assume
menbers have no children'
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Publ ic Employees Retlrement Fund

Surmary of Actuarial Assumptions and ]lethods (Cont.)

Soci al Security: NA

Benefit Increases Payment of earnings on retired reserves in excess of 5%
After Retirement: accounted for by 5% post-retirement assumption.

Special l,larri ed members assumed to elect subsidized joint and
Consideration: survivor form of annuity as follows:

Hales - 30% elect 50% J & S option;
45% elect I00% J & S option;

Females - 15% elect 50% J & S option;
15% elect l00X J & S option;

Actuarial Cost Entry-age normal actuarial cost method rith normal costs
l,lethod: expressed as a level percentage of earnings. Under this method

actuarial gains (losses) reduce (increase) the unfunded actua-
rial accrued 1iabi1 ity.

Asset Valuation Cost Value plus one-third unrealized gains or 'losses.
Method:

Payment on the A level percentage of payrol) each year to the statutory
Unfunded Actuarial amortization date assuming payroll increases of 6.5% per
Accrued Liabi lity: annum.

c-4



Death

Separations Expressed as The

Number of 0ccurrences Per 10,000

Yi thdrawal
l,lal e Femal e

Di sab i li tv
Hal e Femal e

Ret i rement
ila le Fema leAs

20
?5
30
35

Femal e

2
3
4
5

8
t2
18
27

2,542
1,536
I,018

719

532
408
3?t
195

2,913
1,942
r,39{
I ,053

826
667
550
478

Hal e

5
5
7

l0

9
t0
ll
t2

9
l0
II
t2

00
00
00
00

40
45
50
55

60
55
70

l5
27
49
78

15 l5
2? 22
33 33
58 58

ll8 ll8
00
00

0
0
0
0

0
0
0

0
0
0
0

0
0
0

0
0
0

0
0
0

l2r 46
t95 8l
334 140
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GLOSSARY

Actuarial Accrued Liabilitv. The difference between the actuarial present value of

systern benefits and the actuarial value of future normal costs. Also referred to as

'accrued 1 i abi 1 i ty' or 'actuari a l Ii abi I ity'.

Actuarial Assunptions. Estimates of future experience uith respect to rates of mor-

tality, disability, turnover, retirement, rate or rates of investment income and

salary increases. Decrement assumptions (rates of mortality, disability, turnover

and retirement) are generally based on past experience, often modified for projected

changes in conditions. Economic assumptions (sa1 ary increases and investment income)

consist of an underlying rate in an inflation-free environment plus a provision for

a long-term average rate of inflation.

Accrued Service. Service credited under the system which was rendered before the

date of the actuarial valuation.

Actuari al Eoui val ent . A single amount or series of amounts of equal actuarial value

or series of amounts, computed on the basis of appropriateto another singl e amount

actuarial assumptions.

Actuari al Cost l,lethod . A mathematical budgeting procedure for allocating the dollar

amount of the actuarial present value of retirement system benefits between future

normal cost and actuarial accrued Iiability. Sometimes referred to as the 'actuarial

funding method".

Actuari al Gain ( Loss) . The difference between actual experience and actuarial

experience during the period between two actuarial valuationassumption anticipated

dates.
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Actuarial Present ytlse. The amount of funds currently required to provide a payment

or series of payments in the future. It is determined by discounting future payments

at predetermined rates of interest, and by probabilities of payment.

Anortization, Paying off an i ntere st -d i scounted amount vith periodic payments of

interest and principal -- as opposed to paying off rith lump sum payment.

Nornal Cost. The actuarial present value of retirement system benefits allocated to

the current year by the actuarial cost method.

Pension Benefit lbliqation. A standardized disclosure measure of the present value

of pension benefits, adjusted for the effects of projected salary increases, esti-

mated to be payable in the future as a result of employee service to date.

Unfunded Actuarial Accrued Liabilitv. The difference between actuari a l accrued lia-

bi lity and va luat i on

or "unfunded accrued

assets. Somet ines

liability".
referred to as 'unfunded actuarial liabil ity"

I
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SECTION D

THE PENSION BENEFIT OBLIGATION

REQUIREO BY STATEHENT NO. 5 OF

THE GOVERN}4ENTAL ACCOUNTING STANOARDS BOARD

t
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Publ ic Ernpl oyees Retirement Fund

PEIISIOTI BEHEFIT OBLIGATIOTI

The amount shown below as the 'pension benefit obligation" is a standardized disclosure

measure of the present value of pension benefits, adiusted for the effects of projected

salary increases, estimated to be payable in the future as a result of employee service

to date. The neasure is the actuarial present value of credited projected benefits and

is intended to (i) help users assess the plan's funding status on a going-concern basjs,

(ii) assess progress being made in accumulating sufficient assets to pay benefits when

due, and (iii) al)ow for comparisons among public employee retirement p1ans. The measure

is independent of the actuarial funding method used to determine contributions to the

p1 an.

The pension benefit ob1 igation was determined as part of an actuarial valuation of the

plan as of July l, 1990. Significant actuarial assumptions used in determining the

pension benefit obligation include (a) a rate of return of 8.5% per year pre-retirement

and 5% per year po st - ret i rement, compounded annua11y, (b) projected salary increases of

0.5% per year compounded annually, and (c) the assumption that benefits will not increase

after ret i rement.

At July l, 1990, the unfunded pension benefit ob1 igation was t866,477, deternined as

folIows:

Pension Benefit Obl igation:

Retirees and beneficiaries currently receiving benefits

Terminated employees not yet receiving benefits

Current emploYees --

Accumulated emp'loyee contri buti ons including
al I ocated investment incone

Employer financed - Vested

Empl oyer financed - Non-vested

Total Pension Benefit 0b1 igation

Net assets available for benefits' at cost

Unfunded Pension Benefit 0b1 igation

* Est i mated.

The change in actuarial assumptions as of July I' 1990 increased the

0b1 igation by $56,494.

$1,920,713

49 , 541

837, 519*

I , 104,470

204.391

s4, 116,634

3.250.157

I 866,477

Pens i on Benefi t
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