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SECTTON A

VALUATION RESULTS, COMMENTS

AND CONCLUSIONS



(Dollars in Thousands)

Conrnrnuuoxs

1. Statutory Contributions - Chapter 353

% of Payroll

2. Required Contributions - Chapter 356

% of Payroll

3. Sufficiency @eficiencY) (A1-A2)

AccnuBu LrnnurY FuxPn'{c R.,trto

l. Current Assets

2. Actuarial Accrued LiabilitY

3. Funding Ratio (l/2)

Pr,lx PanucrPlxrs

l. Active Members
a. Number
b. Projected Annual Earnings

c. Average Annual Earnings

d. Average Age
e. Average Service

2. Others
a. Service Retirants
b. Disability Retirants
c. Survivors
d. Deferred Retirants

e. TerminatedNon-vested
f. Total

120,199

s2,749,812
22,877
8.3

10.9

30,414
871

5,091

6,277
9,180

51,833

8.91%

9.57

0.66

$5,138,461

6,605,059

77.80%

126,612

$2,931,143
23,149

43.3

8.6

31,487
9s9

5,260
7,156
9,683

54,545

Summary of Results

July 1.1oq4 July 1.1qq5

8.90%

9.75

(0.85)%

s4,747,128

6,195,567

76.62%
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Purpose

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

the sufliciency 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 356 are determined by the annual actuarial valuation and are intended

to:

(l) cover the actuarial costs allocated to the current year by the actuarial cost method described

in Section C (the normal cost); and

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

anticipated future normal costs (unfunded actuarial accrued liability); and

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

Contribution requirements for the fiscal year beginning July 1, 1995 are shown on page A-3.
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Contributions Required To Finance Benefits of the Retirement Fund

For the Year Beginning JulY 1' 1995

@oltars in Thousands)

Contributions for

7o of Payroll
Basic Coordinated Total

A. Required Contributions - Chapter 356

l. NormalCost
Retirement benefits
Disability and survivor benefits

Termination benefits
Deferred service Pensions
Refunds of member contribs.

TotalNormal Cost

Statutory Contributions - Chapter 353

l. EmployeeContributions

2. EmployerContributions

3. Total

C. ContributionSufficiency(Deficiency)
(83) - (As)

2.

3.

4.

5.

Unfunded Actuarial Accrued Liability (UAAL)

Supplemental Contribution to Amortize
UAAL by July 1,2020

Administrative Expense

Total Required Contribution

5.61%
1.81

2.81

0.60
10.83

3.9s%
0.59

1.78

0.27
6.59

4.23

4.48

8.71

3.98%
0.61

1.80
0.28

6.67%

$1,466,598

2.73

0.t7

9.57%

B.

8.23%

10.73

18.96

4.3r%

4.60

8.91%

(0.66)%

The excess of total actuarial accrued liabilities over applicable assets was amortized as a level percent-of-payroll

over the 25 year period to July 1,2020.

Note: Projected Annual Payroll for the Fiscal Year Beginning on July l, 1995 is $2,931,143.
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Determination of unfunded Actuarial Accrued Liability (UAAL)

and Supplemental Contribution Rate

JulY 1, 1995

(Dollars in Thousands)

A. Determination Of Actuarial Accrued Liability (AAt)
l. Active Members

a. RetirementAnnuities
b. DisabilitY Benefits

c. Survivors Benefits

d. DeferredRetirements
e. Refunds Due to Death or Withdrawal

f. Total

2. DeferredRetirements

Annuitants

Total

Determination Of Unfunded Actuarial Accrued

Liability (UAAL)
l. AAL (A4)

2. Current Assets

3. UAAL (Bl-82)

Determination Of Supplemental Contribution Rate

l. Present Value of Future Payrolls through

the Amortization Date of July 1,2020

2. Supplemental Contribution Rate (B3/Cl)

3.

$ 2,752,343
171,605

56,139
434,492
20.137

3,434,716

83,065

3.087.278

$i-60lo59

$ 6,605,059

5,138,461

$ 1.466.598

$53,764,903

2.73%

B.
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Experience Gains and Losses

Year Ending June 30, 1995

(Dollars in Thousands)

UAAL at Beginning of Year

Change due to Interest Requirements and

Current Rate of Funding

l. Normal Cost and ExPenses

2. Contribution
3. Interest on A, Bl, and 82

4. Total @l + 82 + B3)

C. Expected UAAL at End of year (A + 84)

G.

UAAL at End of Year Before PIan Amendments

and Changes in Actuarial Assumptions (C + D)

Change in Actuarial Accrued Liability Due

to PIan Amendments

Change in Actuarial Accrued Liability Due

to Changes in Actuarial Assumptions

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

A.

B.

$1,448,439

191,387
(239,969)

t 21.053

72,471

1,520,910

1,466,598

0

0

$1*466198

F.

H.
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COMMENTS

CorrnmurloN DrrrcrexcY

As shown on page A-3, the Fund has a contribution deficiency of 0.66% of payroll, since the Statutory

Contribution Rate of B.9l%ois less than the Required Contribution Rate of 9.57Yo. However, there would be

no deficiency if the statutory amortization period were extended from 2020 to2032.

Cruxcns Ix Acru.mrar, AssutwuoNs

There were no changes in actuarial assumptions from last year'

CruNcBs Ix Pux PRovrsroxs

There were no changes in plan provisions from last year.

AcruanHr. Ganvs Anrn Lossns

As shown on page A-5, the Fund experience produced a net actuarial gain of $54,312,000 during the year

ending June 30, 1995. A large gain from investment experience accounted for over 90%o of this gain.
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SECTION B

ST]MIVIARY OF BENEFIT PROVISIONS A}[D

VALUATION DATA SUBMITTED BY PERA



Summary of Plan Provisions - BASIC

(July 1, 1995)

Etigibility - A public employee who is not covered under the Social Security Act. General

exJeptions are employees-covered by other public funds and certain part-time employees. City

*unug.r, and persons holding elective office may choose to become members'

Contributiozs - Member; 8.23%o of salary.

Employer: 10.73%of salary.

Attowable Sentice - Service during which member contributions were deducted. May also

include certain leaves of absence and military service'

Salary - Includes amounts deducted for deferred compensation or supplemental retirement

plans, net income from fees, and sick leave payments funded by the employer. Excludes lump

sum payments at separation and Workers'Compensation benefits.

Average Satary - Average of the 5 highest successive years of salary. Average salary is based

on all allowable service if less than 5 years.

Normal Retirement Benefit

Etigibitiry - Age 65 and 3 years of allowable service. Proportionate retirement annuity is

available atage 65 and I year of allowable service'

Amount -2.5%of average salary for each year of allowable service.

Early Retirement Benefit

Eligibility - Age 55 and 3 years of allowable service. Any age with 30 years of allowable

service. Rule of 90: Age plus allowable service totals 90'

Amount - The greater of (a) 2o/o of average salary for each of the first 10 years of allowable

service and Z.Si/o of average salary for each subsequent year with reduction of 0.25%o for each

month the member is under age 65 at time of retirement or age 62 if 30 years of allowable

service. No reduction if age plus years of allowable service totals 90; or (b) 2.5%o of average

salary for each year of allowable service assuming augmentation to age 65 at 3Yo per year and

actuarial reduction for each month the member is under age 65'
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Summary of Plan Provisions - BASIC (Continued)

(July 1, 1995)

Form of paymenr - Life annuity with return on death of any balance of contributions over

uggr.g.i, mlnthly payments. Actuarially equivalent options are:

5O%o or 100% joint and survivor with bounceback feature without additional

reduction (option is canceled if member is pre-deceased by beneficiary)'

Benefit Increases - Benefits may be increased each January l, depending on changes in the

Consumer price Index and on investment performance of the Minnesota Post Retirement

Investment Fund (MpRIF). A member who has been receiving a benefit for at least 12 full

months as of June 30 will receive a full increase'

Members receiving benefits for at least I full month but less than 12 full months will receive a

partial increase.

Members retired under laws in effect before July l, 1973 receive an additional lump sum

payment each year. In 1989, this lump sum pay-ment is the greater of $25 times each full year

of allowable service or the difference benvein $400 times each full year of allowable service

and the sum of the benefits paid from any Minnesota public pension plan plus cash payments

from the Social Security Administration for the preceding fiscal year July l, 1988 through June

30, 19g9. In each following year, the lump sum payment will increase by the same percentage

increase that is applied to regular annuities paid from MPRIF.

Disability Benefit

Etigibility - Total and permanent disability before normal retirement age with 3 years of

allowable service.

Amount- Normal retirement benefit based on allowable service and average salary at disability

without reduction for commencement before normal retirement age. Supplemental benefit of

$25 per month payable to the later of the normal retirement age or the S-year anniversary of

commencem.nioi disability. The disability benefit is reduced to that amount which, when

added to Workers'Compeniation, does not exceed the salary the disabled member received as

of the date of the disability or the salary currently payable for the same employment position

substantially similar to th; one the p.rion held as of the date of the disability, whichever is

greater.

payments stop if disability ceases. If death occurs prior to age 65 or within 5 years of

disability, the surviving spouse can receive a refund or a survivor benefit. Dependent children

are entitled to dependent child benefits subject to the 70o/o family maximum. Payments revert

to a retirement annuity at normal retirement age. Benefits may be reduced on resumption of

partial employment.

Form of Poyment- Same as for retirement.

BeneJit Increases - Adjusted by PERA to provide same increase as MPRIF'
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Summary of Plan Provisions - BASIC (Continued)

(Juty 1, 1995)

Retirement After DisabilitY

Eligibility - Normal retirement age'

Amount - Any optional annuity continues. otherwise the larger of the disability benefit paid

before the normal retirement age or the normal retirement benefit available at normal

retirementage,oranactuariallyequivalentoptionalannuity.

BeneJit Increases - Same as for retirement'

Surviving Spouse Benefit

Eligibitity - Active member with 18 months of allowable service or member receiving a

disability benefit.

Amount - 50% of salary averaged over last 6 months. Maximum family benefit is 70% and

minimum is 50% of average ,ul".y. Benefits paid until spouse's death but no payments while

spouse is remanied prior to July l, 1991'

Surviving spouse optional annuity may be elected in lieu of this benefit'

Surviving DePendent Child Benefit

Eligibility - Active member with 18 months of allowable service or member receiving a

disability benefit.

Amount - l1%of salary averaged over last 6 months for each child. Family benefit minimum

(including spouse's Uenlng ofiO6of salary and maximum of 70% of average salary. Benefis

paid untiichild manies, dies, or attains age l8 (age23 if full-time student).

Surviving Spouse Optional Annuity

Eligibitity - Member or former member who dies before retirement benefits commence and

other survivor annuity is waived by spouse'

Amount - SurvivoCs payment of the |O}%joint and survivor benefit the member could have

elected if terminated or an actuarial equivalent term certain annuity. If commencement is prior

to age 65 (age 62 if 30 years of servicl; the benefit is reduced same as for early retirement but

with half the reduction factor used from age 55 to actual commencement age. If there is no-

surviving spouse, an actuarial equivalent dependent child benefit is paid to age 20 or 5 years if
greater.

Bene/it Inneases - Adjusted by PERA to provide same increase as MPRIF'

Public Employees Retirement Fund
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Summary of Plan Provisions - BASIC (Continued)

(July 1, 1995)

Refund Of Contributions

Eligibility - Member dies before receiving any retirement benefits and survivor benefits are not

payable.

Amount - The excess of the member's contributions with 67o interest over any disability or

survivor benefits paid.

Refund Of Contributions

Etigibility - Termination of public service.

Amount - MembeCs contributions with 5olo interest compounded annually if termination

occurred before May 16, 1989, and 60Z interest if termination occurred on or after May 16,

1989. A deferred annuity may be elected in lieu of a refund if 3 or more years of allowable

service.

Deferred Benefit

Eligibility - 3 years of allowable service.

Amount - Benefit computed under law in effect at termination and increased by the following

annual percentage: 0oZ before 7lll7l, 5Yo from 7lll7l to l/l/81, and 3Yo thereafter until

January I of the year following attainment of age 55 and 5o/othereafter until the annuity begins.

Amount is payable as a normal or early retirement.
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Summary of PIan Provisions - COORDINATED (Continued)

(Juty 1, 1995)

Eligibitity - A public employee who is covered under the Social Security Act. General

exceptions are employees covered by other public funds and certain part-time employees. City

,"nug"r, and persons holding elective oflice may choose to become members.

Contributions - Member: 4.23%o of salary.

Employer: 4.48%of salary.

Allowable Serttice - Service during which member contributions were deducted. May also

include certain leaves of absence and military service'

Satary - Includes amounts deducted for deferred compensation or supplemental retirement

plans, net income from fees, and sick leave payments funded by the employer. Excludes

unused annual leave and sick leave payments, severance payments, Workers'Compensation

benefits, and employer-paid flexible spending accounts, cafeteria plans, health care exPense

accounts and daYcare exPenses.

Average Salary - Average of the 5 highest successive years of salary. Average salary is based

on all allowable service if less than 5 years'

Normal Retirement Benefit

Eligibility - First hired before July l, 1989:

Age 65 and 3 years of allowable service. Proportionate retirement annuity is

available at age 65 and I year of allowable service'

First hired after June 30, 1989:

The greater of age 65 or the age eligible for full Social Security retirement

benefits and 3 years of allowable service. Proportionate retirement annuity is

available at normal retirement age and I year of allowable service.

Amount - 1.s%of average salary for each year of allowable service.
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Summary of Plan Provisions - GoORDINATED (continued)

(July 1, 1995)

Early Retirement Benefit

Eligibility - First hired before July l, 1989:

Age 55 and 3 years of allowable service. Any age with 30 years of

allowable servici. Rule of 90: Age plus allowable service totals 90.

First hired after June 30, 1989:

Age 55 with 3 years of allowable service'

Amount - First hired before July l, 1989:

The greater of (a) I%o of average salary for each of the first l0 years of

alloliable service and 1.5%o of average salary for each subsequent year with

reduction of 0.25% for each month the member is under age 65 at time of

retirement or age 62if 30 years of allowable service. No reduction if age

plus years of alLwable service totals 90; or, O) l.SYo of average salary for

each year of allowable service assuming augmentation to age 65 at 3Yo per

year and actuarial reduction for each month the member is under age 65.

First hired after June 30, 1989:

l.5o/o of average salary for each year of allowable service assuming aug-

mentation to the age eligible for full Social Security retirement benefits at

3yoperyear and aciuarial reduction for each month the member is under the

Social SecuritY retirement age'

Form of payment - Life annuity with return on death of any balance of contributions over

aggregate monthly payments. Actuarially equivalent options are:

5Oo/o or 100% joint and survivor with bounceback feature without additional

reduction (option is canceled if member is pre-deceased by beneficiary).

Benelit Increases - Benefits may be increased each January l, depending on the investment

performance of the Minnesota Post Retirement Investment Fund (MPRIF). (The MPNF

formula for this increase will change effective January 1, 1994). A benefit recipient who has

been receiving a benefit for at leasi 12 full months as of June 30 will receive a full increase.

Benefit recipi-ents receiving benefits for at least I full month but less than 12 months will

receive a partial increase.

Members retired under laws in effect before July l, 1973 receive an additional lump sum

payment each year. In 1989, this lump sum payment is $25 times each full year of allowable

service. In each following year, the lump sum payment will increase by the same percentage

increase that is applied to regular annuities paid from MPRIF.
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summary of Plan Provisions - GoORDINATED (Continued)

(July 1, 1995)

Disability Benefit

Eligibility - Total and permanent disability before normal retirement age with 3 years of
allowable service.

Amount- Normal retirement benefit based on allowable service and average salary at disability

without reduction for commencement before normal retirement age. The disability benefit is

reduced to that amount which, when added to Worker's Compensation, does not exceed the

salary the disabled member received as of the date of the disability or the salary currently

puyuLl. for the same employment position substantially similar to the one the person held as of
the date of the disability, whichever is greater.

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 partial employment.

Form of Payment - Same as for retirement.

Benelit Increases - Adjusted by PERA to provide same increase as MPNF.

Retirement After DisabilitY

Eligibility - Normal retirement age.

Amount - Any optional annuity continues. Othenvise the larger of the disability benefit paid

before normal reiirement age or the normal retirement benefit available at normal retirement

age, or an actuarially equivalent optional annuity.

BeneJit Increases - Same as for retirement.

Surviving Spouse Optional Annuity

Eligibitity - Member or former member who dies before retirement or disability benefits

commence.

Amount - Survivor's payment of the 100% joint and survivor benefit the member could have

elected if terminated or an actuarial equivalent term certain annuity. [f commencement is prior

to age 65 (age 62 if 30 years of service), the benefit is reduced the same as for early retirement

with half the applicable reduction factor used from age 55 to the actual commencement age. [f
there is no surviving spouse, an actuarial equivalent dependent child benefit is paid to age 20 or

for 5 years if longer.

Benefit Increases - Adjusted by PERA to provide same increase as MPRIF.
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summary of Plan Provisions - GoORDINATED (Continued)

(July 1, 1995)

Refund Of Contributions

Etigibitity - Member dies before receiving any retirement benefits and survivor benefits are not

payable.

Amount - The excess of the member's contributions with 60lo interest over any disability or

survivor benefits paid.

Refund Of Contributions

Eligibility - Termination ofpublic service.

Amount - MembeCs contributions with 5olo interest compounded annually if termination

occurred before May 16, 1989, or 60lo interest if termination occurred on or after May 16, 1989.

A deferred annuity may be elected in lieu of a refund if 3 or more years of allowable service.

Deferred Benefit

Eligibility - 3 years of allowable service.

Amount - Benefit computed under law in effect at termination and increased by the following

annual percentage: 0% before 7lll7l,5oZ from 7lll7l to l/l/81, and 3%o thereafter until

January I of the year following attainment of age 55 and 5%othereafter until the annuity begins.

Amount is payable as a normal or early retirement.
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(Dollars in Thousands)

A. Assers
l. Cash, Equivalents, Short-Term

Securities

2. Investments
a. Fixed Income
b. EquitY
c. Real Estate

3. Equity in Minnesota Post-Retirement

Investment Fund (MPNF)
4. Other

B. ToralAssprs

C. AuounsCunnrvruYPeYeeLe

D. AssersAvail.esleFonBexertrs
1. Member Reserves

2. Employer Reserves

3. MPzuF Reserves

4. Non-MPNF Reserves

5. Total Assets Available for
Benefits

Torel Auowrs CunneNl-v Pevasl.p AND

Assprs Avn[-e.BLP Fon BP]rerns

DprpRurNeloN OF Acruenral Value
Or Assers

l. Cost Value of Assets Available for
Benefits (D5)
Market Value @5)
Cost Value @5)

Market Over Cost (F2-F3)
l/3 of Market Over Cost (F4)/3

Actuarial Value of Assets (Fl + F5)
(Same as "Current Assets")

Accounting Balance Sheet

July 1,1995

Market
Value

s 37,512

675,946
1,556,41I

97,839

2,900,042
t.202

$s2s39sz

$ 2,264

$ 916,109
1,450,537

2,900,042
0

5,266,688

Cost
Value

$ 37,512

660,207

1,376,776
100,872

2,900,042
1.202

$t$zg4u

$ 2,264

$ 916,109
1,258,196
2,900,042

0

5,074,347

E.

F.

$5268952 $5-076-6rL

$5,074,347

$5,266,688
5.074.347

$ 192,341

64,114

$5J3&l6L

2.

3.

4.

5.

6.
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(Dollars in Thousands)

A. Assers AveLesl,s Ar BpcnwrNc Or PeRIon

OpnnarrucRrvnues
l. MemberContributions
2. EmployerContributions
3. Investment Income

4. MPzuF Income

5. Net Realized Gain (Loss)

6. Other
7. Net Change in Unrealized Gain (Loss)

8. Total Revenue

Openarnc ExPENSPS

l. Service Retirements
2. Disability Benefits

3. Survivor Benefits
4. Refunds
5. Expenses

6. Investment Fees

7. Other

7. Total Disbursements

D. OrHen CuaNcPs IN RPsenvps

E. Assers Ave[aeLP Ar ENP Or Peruoo

Changes in Assets Available for Benefits

Year Ending June 30, 1995

B.

Market Value

s4,773,695

Cost Value

$4,733,844

I 15,986

123,984
173,330
237,717

0

790
0

651,807

C.

I 15,986

123,984
173,330
237,717

0

790
152.4a0

804,297

270,269
6,706

13,508

11,929
3,326
4,803

763

3l1,304

270,269
6,706

13,508

11,929
3,326
4,903

763

3l 1,304

00

$I44lE

Public Employees Retirement Fund
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SECTION C

ACTUARTAL FT]NDING METHODS, ACTUARIAL

ASST]MPTIONS DEFINITIONS

OF TECHI\ICAL TERMS



Actuarial Methods Used for the Valuation

Retirement and Casuatty Benefits. Normal cost and the allocation of actuarial 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 characteristics:

(D the annual normal cost for each individual active member, payable from date of

entry to date of retirement, are sufficient to accumulate the value of the

member's benefit at the time of retirement;

(iD 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-

payroll contributions over a period of 25 future years.

Active member payroll was assumed to increas e 6.0Yo a year for the purpose of determining the level percent

contributions. The current salary increase inflation assumption for individual members is 5.0% a year;

gro6h in the size of the group of approximately lYo per year will be required to produce active member

payroll increases equal to the flat 6.0%o assumption.

c-l
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Actuarial AssumPtions

The actuary calculates contribution requirements and actuarial values of a retirement system by applying

actuarial assumptions to the benefit provisions and people information of the system, using the actuarial

methods described on Page C-I.

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

(i) long-term rates of investment retum 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 making 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 precision of the many calculations made-

Each valuation provides a complete recalculation 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 small) 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 fluctuations).

Public Employees Retirement Fund
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Summary of Actuarial Assumptions and Methods

Pre-Retirement: 8.5olo Per annum.

Post-Retirement: 5o/o Per annum'

lnterest:

Salary Increases:

Mortality:

year.

Retirement Age:

Separation:

Disability:

Administrative and

Investment Expenses:

Retum of
Contributions:

Family Composition:

Reported salary for prior fiscal year, with new-hires annualized, increased

according to the age-related scale adopted in 1994 as shown below.

Pre-Retirement:
Male - 1983 Group Annuity Mortality Table male rates set back five

years.

Female - 1983 Group Annuity Mortality Table female rates set back five

years.

Post-Retirement:
Male - 1983 Group Annuity Mortality Table for males set forward one

Female - 1983 Group Annuiry Mortality Table for females'

Post-Disability:
Male - 1965 RRB rates.

Female - 1965 RRB rates.

Age 64, or if over age 64, one year from the valuation date. In addition, 50%

oflmployees are assumed to retire under the Rule of 90 when first eligible.

Graded rates based on plan experience adopted as of July l, 1990. Rates are

shown in rate table.

Rates as shown in rate table.

Prior year expenses expressed as percentage ofprior year

payroll. (0.17% of payroll.)

All employees withdrawing after becoming eligible for a

deferred benefit were assumed to take the larger of their contributions

accumulated with interest or the value of their deferred benefit.

85% of male members and 650/o of female members are assumed to be married.

Female is four years younger than male. Assume members have no children'

c-3
Public Employees Retirement Fund



summarT of Actuarial Assumptions and Methods (cont.)

Social Security: NA

Benefit Increases Payment of eamings on retired reserves in excess of 5%o

After Retirement: accounted for by 5olo post-retirement assumption'

Special Married members assumed to elect subsidized joint and

c-onsideration: survivor form of annuity as follows:
Males' 3}%elect50%J& SoPtion;

45%oelectl}}%J & S oPtion;

Females' ls%elect50o/oJ&Soption;
l5o/oelectl0}%J & S oPtion;

Actuarial cost Entry-age normal actuarial cost method with normal costs

Method: .*p.Lrr.d as a level percentage of earnings. Under this method actuarial gains

(losses) reduce (increase) the unfunded actuarial accrued liability.

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

Method:

Payment on the A level percentage of payroll each-year to the statutory

Urifunded Actuarial amortization date assuming payroll increases of 6-0%oper

Accrued Liability: annum.

Public Employees Retirement Fund
c-4



Separations ExPressed as The

Number of Occurrences Per 101000

tRetirements assumed to occur at age 64, or if over age 64, one year from valuation date. In addition, 50% of

employees are assumed to ierired under the Rule of 90 whenfirst eligible-

Age

Death Withdrawal Disability Retirement* Salary
IncreaseMale Female Male Female Male Female Male Female

20

25

30

35

3

4

5

6

I

2

3

3

2,542
1,536

1,018

7t9

2,913
1,942
1,394
1,053

9

l0
ll
t2

9

l0
ll
t2

0

0

0

0

0

0

0

0

7.7%
7.6

7.2
6.9

40
45

50

55

9

t2
22

39

5

7

l0
l6

532
408
321
195

826
667

550
478

l5
22
33

58

l5
22
33

58

0

0

0
0

0

0

0

0

6.4

6.2
5.7
5.7

60

65

70

6l
92

155

25

42

7l

0

0
0

0

0

0

118

0

0

ll8
0
0

0

0

0

0

0

0

5.0

5.0
5.0
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GLOSSARY

Actuarial Accrued Liability. The difference between the actuarial present value of system benefits and

the actuarial value of future normal costs. Also referred to as "accrued liability" or "actuarial liability."

Actuarial Assumptions. Estimates of future experience with respect to rates of mortality, disability,

turnover, retirement, rate or rates of investment income and salary increases. Decrement assumptions (rates of

mortality, disability, tumover and retirement) are generally based on past experience, often modified for

projected changes in conditions. Economic assumptions (salary increases and investment income) consist of

an underlying rate in an inflation-free environment plus a provision for a long-telrn average rate of inflation.

Accrued Service. Service credited under the system which was rendered before the date of the actuarial

valuation.

Actuarial Equivalenl. A single amount or series of amounts of equal actuarial value to another single

amount or series of amounts, computed on the basis of appropriate actuarial assumptions.

Actuarial Cost Method. 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 liability.

Sometimes referred to as the "actuarial funding method."

Actuurial Gain (Loss). The difference between actual experience and actuarial assumption anticipated

experience during the period between two actuarial valuation dates.
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Actuarial Present Value. 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.

AmortiZation. paying offan interest-discounted amount with periodic payments of interest and principal

-- as opposed to paying offwith lump sum payment.

Normal Cost. The actuarial present value of retirement system benefits allocated to the current year by

the actuarial cost method.

Pension BeneJit Obligation. A standardized disclosure measure of the present value of pension

benefits, adjusted for the effects of projected salary increases, estimated to be payable in the future as a result

of employee service to date.

Unfunded Actuarial Accrued Liability. The difference between actuarial accrued liability and

valuation assets. Sometimes referred to as "unfunded actuarial liability" or "unfunded accrued liability."
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Pension Benefit Obligation

The amount shown below as the "pension benefit obligation" is a standardized disclosure measure of the present

value of pension benefits, adjusted for the effects of projected salary increases, estimated to be payable in the

future as a result of employee service to date. The measure 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-concem basis, (ii) assess

progress being made in accumulating suflicient assets to pay benefits when due, and (iii) allow for comparisons

among public employee retirement plans. The measure is independent of the actuarial funding method used to

determine contributions to the plan.

The pension benefit obligation was determined as part of an actuarial valuation of the plan as of July I' 1995.

Significant actuarial assumptions used in determining the pension benefit obligation include (a) a rate of retum of

g.5o/o per year pre-retirement and SYo per year post-retiremen! compounded annually, O) projected salary

increases of 5.0% per year plus age related merit and seniority rates, comPounded annually, and (c) the

assumption that benefits will not increase after retirement'

At July l, 1995, the unfunded pension benefit obligation was determined as follows:

Pension Benefit Obligation:

Retirees and beneficiaries currently receiving benefits

Terminated employees not yet receiving benefits

Current employees --

Accumulated employee contributions including

allocated investment income

Employer financed - Vested

Employer financed - Non-vested

Total Pension Benefit Obligation

Net assets available for benefits, at cost

Unfunded Pension Benefit Obligation

Funded Ratio

There were no changes in plan provisions or actuarial assumptions during the year.

$3,087,278,000

83,065,000

867,498,000

1,746,887,000

I q4.366.000

$5,979,094,000

5.074.347.000

$ 904,747,000

84.87%

Public Employees Retirement Fund D-l


