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Board of Directors
Mlnnesota State Retirernent Systern
529 Jackson Street
St. Paul, Minne sota 55I01

Gentlernen:

'W'e are pleased to transrnit herewith our report on the actuarial valuatlon
of the JudgesrRetirernent Fund rnade as of June 30 ' 1974.

Pursuant to the Contract under which this valuation was authorized, the
actuarial valuation was carried out on the basis of. a 5% interest rate as-
surnption, a 3-l/ZTo salary scale, and on the basis of certain other spec-
ified actuarial assurnptions. Also, in accordance with the above noted
contract, we utilized the entry age norrnal cost rnethod of funding to de-
terrnine the unfunded accrued liability of the Fund

We hereby certify that the actuarial valuation of the Minnesota State Judgesl
Retirement Fund rnade as of June 30, I974 was carried out on the basis of
accepted actuarial rnethods and procedures and in accordance with the pro-
vislons of Minne sota Statutes I971 , Chapter 355.

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

Very truly yours,

CRAW FORD
Actuarie s

RHL:th



REPORT ON

ACTUARIAL VALUATION

OI. THE

MINNESOTA STA TE JUDGES' RETIREMEN T FUND

AS OT'

JUNE 30, 1974

SECTION I

INTRODUC TION

In accordance with the Contract between the State of Minnesota and

this firrn, we have cornpleted the actuarialvaluation of the Minnesota State

JudgestRetirernent Fund as of June 30, L974.

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

ployee inforrnation on all active rnernbers and retired rnernbers of the Fund

as of June 30, 1974. The Executive Director and his staff are to be corn-

plirnented on the accuracy and cornpleteness of the aforerrrentioned data.

The Statement of Assets on hand was accepted and used by us without

audit.

The JudgesrPlan is sornewhat unique and it is necessary to rnake cer-

tain assurnptions to reflect its unique provisions. The current valuation is
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based on the following assurnptions:

Z. Interest

7 . Socia1 Security Covered
Monthly Wages

l. Rate of separation frorn active
service - Schedules attached (Sarne as MSRS)

5% (Sarne as MSR*S)

3. Salary Scale - 3-I lzolo per annurn, cornpounded
' annually (Sarne as MSRS)

4. Mortallty After Retirement - l95l G. A. Mortality Tab1e set
back one year for rnales and
two years for fernales. (Sarne
as MSRS)

5. Social Security Monthly
Prirnary Arnount - $305 increasing with salary

scale

6. Level Soclal Security Contribu-
tionRate - 6.lI%

$I,I00 increasing with salary
scale

8. Escalation after Retirernent (for - 3-LlZ% per annurrr, cornpounded
those entitled to escalation) annually

We believe tt is appropriate to use the MSRS actuarial assurnpti,>ns until

such tirne as we can investigate and develop probabilities based on the Judgest

own experience.

The following Section II sets forth the results of the actuarial valuation

and Section III contains the exhibits required by Chapter 355 of the Statutes.
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SECTION II

RESULTS OF ACTUARIAL VALUATION

The entry age norrrral cost rnethod of fundingr reeuired under the Law,

requires the deterrnination of the level contribution rate which, if contrib-

uted on behalf of aII new errrployees frorn the dates of ernplo)rrnent to the

dates of separation frorn service, wiIl be adequate to provide all of their

benefits. Under this funding rnethod, the unfunded accrued liability is taken

as the total liability of the Fund for benefits earned in the past as well as

those earnable in the future, Iess the assets on hand, less the present value

of future ernployee contributions and less the present value of future State

entry age normal cost contributions.

On the assurnption that new Judges will be ernployed at age 43 with a

rnonthly salary of $Z,29Z, we calculated the total entry age norrnal ccst rate

for Judges to be IZ.991o of salary. We calculate the Judgesr share t,> be

equivalent to 4.84To of total salary and the Staters share to be 8.l5Yo of total

salary.

The law requires:

"The balance of all rnoney necessary for adrninistering this act and

the judgesr retirernent fund, including payrnent of retirernent corrr-

pensation and other benefits under this act, shalI be contributed

to the fund by the state. The arnount required therefore is hereby

annually appropriated frorn the general fund to the judges retire-

rnent fund'r.

-3-
CoATEs aruo Cnrwrono, Corusuurrruc Ac.ruantes



The Actuarial Balance Sheet shown on the following page surnrnarizes

the results of the valuation.
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MINNESOTA STATE JUDGESI RETIREMENT FUND

AC TUA RTA L BALA NC E SHEE T
AS OF

:tuNE 30, 1974 _

ASSETS

l. Assets on Hand

Z. Present Value of JudgesrFuture
Cont ribution s

3. Present Va1ue of State Future Contributions
App1ic able to:

a) Entry Age Norrnal Cost (8.I5%) $ 3,648 ,953
b) Unfunded Accrued Liability

4. TOTAL ASSETS

LiABI LITIES

5. Present Value of Earned and Earnable
Benefits Payable to Presently Active
Mernbers:

a) Retirernent Benefits
b) Disability Benefits
c) Refundrnents due to death or

wlthdrawal
d) Survivlng Spouse Benefits

6. Pre sent Value of Benefits Payable to
Presently Retired Persons

7 . Accounts Payable frorn Accounting Balance Sheet

8. TOTAL LIABILITIES

13,782,352

$t8,zo9 ,6tz
330, t 58

330,250
gzg,55g

$ 879,628

z,167 ,5gg

17,43I.305

$20 , 479 ,532

$r9,699,579

679 ,945

gg,00g

$zo ,479 ,532
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The Actuarial Balance Sheet is a convenient devlce to present the re-

sults of an actuarial valuatlon. The following cornrnents are intended to

assist you in your understanding of the iterns contained in the Actuarial Bal-

ance Sheet.

Itern I shows

Itern Z shows

the

the

assets on hand.

present value of Judgesr future contributions required

by law.

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

Fund. We have divided the present value applicable to the Staters contribu-

tions as follows:

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

entry age normal cost contribution of 8. I5To oI Judges'

sala rle s .

Itern 3(b) The portion attributable to the Staters unfunded accnred

liability. It will require an initial annual contributic'n of

$707 ,695, increasing in accordance with the salary scale,

to arnortLze t)ris liabllity over tine 23 year period ending

June 30, L997 . $707,595 arnounts to ll.9Ife of current

annual salary.

Itern 5 shows the actuarially cornputed present value of aIl benefits

earned to June 30, I974 ar'd earnable after that date that will be paid frorn

the I'und to presently active rnernbers.

Itern 6 shows the actuarially cornputed present value of beneflts presently

belng paid to retlred persons.

-6-
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CONC LUSiONS

The results of the current valuation show that the benefits to be pro-

vlded under the Fund can be financed by the Judgesr contributions and the

following State contributions:

Recornrne nded State Contributions
1975-76

a) Entry Age Norrnal Cost 8.I5qo

b) Unfunded Accrued Liability
(23 years) t I.9tTo

c) Expenses .I4%

d) Total Z).Zjqo
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CoATES aruo CnawroRo, CoNSULTING AcruARrES



SECTION III

REQUIRED EXHIBITS

Mlnnesota Statutes I97I , Chapter 356, requires, in Section 356.20 ,

Subdivision 4(l), that the actuary of the Fund prepare an exhibit setting

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

uatlon date, including 'rReserves Required" under the Fund. In an earlier

conference with representatives of the Staters Ernployee Retirernent Si-s-

ternls Interirn Cornrnission, we were advised that "Reserve Requiredtr, as

conternplated in the aforernentioned statute, may be defined as the actuarially

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

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

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

The extribit required by Section 356.20, Subdivision 4(I) of Minnesota

Statutes 1971, Chapter 356, is presented on the following pages of this Sec-

tion III and we hereby certify that the r:serves required set forth therein

have been cornputed in accordance with the Entry Age Norrnal Cost (level

Norrnal Cost) basis in the rnanner outlined in the definition referred to above.
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MINNESOTA STATE JUDGESI RETIREMENT FUND

EXHIBIT REQUIRED BY MINNESOTA STATUTES T97T, CHAPTER 356,
SECTION 356.20, SUBDTVTSION 4(t)

AS OF JUNE 30, 1974

ASSETS AND UNFUNDED ACCRUED LIABILITY

As s ets

l. Cash
Z. Short terrn investrnents (at cost)
3. Accounts receivable frorn Judges
4. Particlpation in the MAI'B Fund

5. Total Assets

6. Unfunded Accrued Liability

7. TOTAL ASSETS AND UNFUNDED ACCRUED LIABILITY

CURRENT LIABILITIES AND RESERVES REQUIRED

Current Liabilitie s

8. Accounts payable:
a) General Fund
b) SER Fund

9 . Total Liabilities

Re serves Requlred

10. Total Reserves Required per attached schedule

II. TOTAL CURRENT LIABILITIES AND RESERYES REQUIRED

Note: Accumulated contributions, without interest, of Judges not
yet retired arnounted to $Z3l,07I.66 as of June 30, I974.
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146, r28.97
I50, I30.14
L04,Z7 r ,73
479,097 .65

$ 879 ,628.49

13,782,351 .68

$I4,66I,980. I?

90,0oo.oo
9,009. I 7

$ 99,008. r7

L4r562,97Z.o0

$t4,6-6I,980. t7



MINNESOTA STATE JUDGESI RETIREMENT FUND

DETERMINATION Or' RE SERVES REQUIRED
AS OF

JUNE 30, 1974

(t)

?..

a
J.

4.

5.

Benefits For:

I . Active Mernbers:
a) Retirernent Benefits $I8,
b) Disability Benefits
c) Refundrnents due to

death or withdrawal
d) Surviving Spouse Beneflts

Deferred Annuitants

Forrner Mernbers Without
Vested Rights

Retired Persons

Total

Present Value
of

Bene fits

209 ,612
330, I 58

330,250
829 ,559

-0-

-0-

679,945

lzl

Pre s ent Value
of Applicable
Portion of

Norrnal Cost
Contribution

$5, 005,
r47 ,

326,
335,

I7l
749

839
793

(3)

Re serves
Required
(r) - (z)

$t3 ,203,44r
L&Z ,409

3,4I I
493,766

-0-

-0-

679,945

$s, 8 16 ,552 $t4,562,972$20,379,524
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Minnesota Statutes 197I, Chapter 356, requlre s, in Section 356.20 ,

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

the Systernrs incorne and deductions frorn incorne with increases in total

reserves requlred being specifically referred to as a deduction frorn in-

co1ne. The exhtbit requlred by Section 356.20, Subdivision 4(?l and (3) is

presented on the following page of this Section TII. Iterns of incorne and

deductions frorn incorne with the exception of increases in total reserves

requlred were taken directly frorn staternents prepared by the Executive

Director.

Inasrnuch as any excess of 'rincornetr over "deductions frorn incorne'l

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

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

fact in Itern 15 of the exhibit .

-lL-
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MINNESOTA STATE JUDGESI RETIREMENT FUND

EXHIBIT REQUiRED BY MINNESOTA STATUTES 1971, CHAPTER 356,
SECTION 356.20, SUBDIYISION 4(2) and (3)

FISCAL YEAR ENDING JUNE 30, 1974

ANALYSIS OF INCOME AND DEDUCTIONS FROM INCOME

INCOME

I . Judgest Contributions

Z. Judgest Contributions Receivable

3. Interest On Past Due Contributions

4. Transfer frorn State General Fund

5. Interest on Short Terrn Investrnents

6. Incorne from MAFB Fund

7 . TOTAL INCOME

DEDUC TIONS FROM INCOME

8. Retirernent Payrnents
9 . Spousesr Payrnents

f0. Refundrnents - Erroneous Deductions
I 1 . Adrn inis trative Expens e s

IZ. Increase in Total Reserve Required:
Reserves Required 6-30-73
Reserves Required 6-30-74

$ -o-
t4 , 562 ,97 Z .00

-0-
t3 ,782, 35i.68

L55 ,7 I0 .84

75,434.82

Bo ,942.33

488,2I8. Z I

913.7s

985.18

802,205. 13

9 ,768.19
2,734.45

74.00
9,008.I7

t4,562,972.00

$t4, 584,556.8I

1 13 ,782, 35 t . 58)

$( I3 ,'782 ,35 r . 68)

I3. TOTAL DEDUCTIONS FROM INCOME

14. EXCESS OF INCOME OYER DEDUCTIONS FROM INCOME

I5. REDUCTION IN UNFUNDED ACCRUED LIABILITY:
Unfunded Accrued Liabitity 6-30-73 $
Unfunded Accrued Liability 6-30-74

- t?-
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Minnesota Statutes I97 l, Chapter 355, require s, in Section 356 ,20 ,

Subdivisior. 4141, that there be subrnitted annually an analysis of changes

ln the rnernbership of the Fund. Section 356,21 , Subdivisions 4 and 5,

requires inforrnation wlth respect to the annual payroll and annual annuities

of the mernbers of the Fund as well as certain inforrnation with respect to

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

Section 356.21, Subdivision 4(6), and Section 355.21, Subdivision 5(9) and

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

Coares ANo CRAwFoRD,
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MINNESOTA STATE JUDGES' RETIREMENT FUND

1. EXHIBIT REQUIRED BY MINNESOTA STATUTES I97I, CHAPTER 356,
SECTION 356.20, SIIBDIVISTON 4(4), SECTION 356.2r, SUBDI\ruSION 4(6) AND

SECTTON 356.2r, SUBDIVISTON 5(9) AND (10)
FISCAL YEAR ENDING JUNE 30, 1974

COVERED EMP LOYE E STA TE.ME NT

ACTM EMPLOYEES JUNE 30, 1974:

Nurnbe r

Annual Salary

RETIRED MEMBERS:

Nurnber

Annual Annuity

SPOUSES RECEIVING:

Nurnber

Annual Annuity

204

$5,9+0,+32

4

58,500.24

I

6, r27 .80

- t4-
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Section 356.21, Subdivision 4 of the Minnesota Statutes l97l requires

an analysis of the increase or decrease in the unfunded liability that occur-

red since the last valuation.

Since this is the first valuation of the I'und, there is no such exhibit

thls year.

-t5-
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SCHEDUI,TC I

Male Judges

Probabilities of Separation frorn Active Service

(Nurnber Separating at Each Age Per 10,000 Working at That Agj)

Age and Service
RetirernentAg.

ZO

ZI
ZZ
Z3
z4

z5
Z6
Z7
z8
Z9

30
3l
3Z
33
34

35
36
37
38
39

40
4T
42
43
44

45
46
47
48
49

720
680
640
600
560

530
500
480
460
430

410
390
370
350
340

Withdrawal

2,400
2,250
z, 080
1,920
I,760

1 ,600
| ,470
I ,340
l rz30
1,I30

I,o4o
950
890
830
770

Death Disability

7

7

7

B

8

8

9

IO
11
IZ

r3
l5
16
I8
z0

zz
Z5
z7
zg
3Z

35
38
4T
44
48

z
z
z
Z

z

Z

z
2

Z

Z

- I5-
Corres lruo CnawroRD, CoNSULTTNG AcruARlES

6

6

7

7

7

z
z
z
z
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SCHEDULE I

Male Judges
]C;rt"".d)

Probabilities of Separation frorn Active Service

(Nurnber Separating at Each Age Per 10,000 Working at That Age)

Withdrawal DeathAg"

50
5I
5Z
53
54

55
56
57
58
59

60
6l
62
63
64

65

Disability

7

8

IO
lz
r4

t7
z0
z3
Z8
33

38
45
55
58
87

Age and Service
Retirernent

30
30

40
r50
r50
250

1, 350

10,000

320
300
280
260
240

zr0
170
r40

90
40

5Z
57
63
70
77

85
93

t0z
111
120

r30
r40
r50
160
r70

-17 -
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SCHEDUI,F', Z

I'ernale Judge s

Probabilities of Separation frorn Active Service

(Nurnber Separating at Each Age Per 10,000'Working at That Age)

Withdrawal Death Dis ability
Age and Service

RetlrernentAg"

z0
ZT

ZZ

z3
z4

z5
Z6
Z7
z8
Z9

30
3I
3Z
33
34

35
36
37
38
39

40
4t
42
43
44

45
46
47
48
49

3,700
3,550
3,390
3,230
3,070

z,9lo
2,75O
2,600
2,430
2,270

z,lz0
1,970
1 ,820
I,680
1,540

1,410
I ,300
1,I90
1 ,090
l, o0o

920
850
780
720
580

630
590
560
530
500

I
Z

Z

z
3

4
5

5

6

7

I
8

9
Il
13

l5
17
1g
zt
z3

I
I
I
I
z

-r8-
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Fernale Judges
(Continued)

SCHEDULE Z

Probabilities of Separation frorn Active Service

(Nu:nber separating at Each Age Per 10,000 v[orking at That Age)

&
50
5t
5Z
53
54

55
56
57
58
59

60
5l
6Z
63
64

65

Withdrawal

470
440
410
390
360

330
290
230
I70

90

Disability

5

6

7

I
I0

lz
r5
18
Z2
z6

3I
37
44
5Z
6I

Age and Service
Retirernent

50
50

150
I50
200
350

I, t00

I0,000

Death

z5
z7
30
33
36

39
43
47
5I
56

61

66
7Z
78
83

_rg_
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GVS Minnesota Mernorandum No. 74-IA
April I5, 1975

MINNESOTA STATE JUDGESI RETIR.EMENI FUND
ACTUARIAL VALUATTON AS OF JUNE 30, lgt+

The purpose of this rnernorandurn is to discuss the report of the valuation
of the Minnesota State JudgestRetirernent Fund as of June 30, 1974. This is
the first valuation of this Fund, and itrvas su'crlitted to the Cornrnission in
accordance with Chapter 356 of Minnesota Lanvs I97I. The entry age norrnal
cost rnethod rvas used with u 5o/o interest assurnption. The report was pre-
pared by Robert H. Little of Coates and Crarvford.

This rnernorandurn contains the follorving:

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

I. Statistical and Valuatio:r Data

(1) Mernbership

(z)

Active Mernbers
Retired Mernbers
Survivors

PayroII and Annuities Pa.yabIe

Total Annual Payroll
Annuities (annual)

Valuation B alance Sheet

Actuarial Liabilities
Annuities in Force
Active Mernbers

Total
As s ets
Unfunded Accrued Liabilitl

Funding Ratio

204
4
I

$ 5,94O,43?
64,6?.9

$ 6tg, gqs
13, Bg3, 027

$ 14, 562,972
780,6ZA

TT:1EZ:1'Z

(3)

5.36tlo



(41 Norrnal Cost and Funding Cosjj

Norrnal Cost
Expenses
Interest on Deficit
Min irnurn C ontr ib ution

Norrnal Cost plus Expenses
Arnortization by lt!7
Required Contribution

,kBased on assurnption that payroll

(5 ) Actual Support

Judgesr Contributions
Transfer frorn State General Fund
Total

JudgesrShare
Statefs Share
TotaI

With this division of the norrnal cost,
contribution becorrles 20. ZOTr. Thus,
short of the required arnounts.

rvilL increase

tz'99To
.14

r 1.60
ffi-zv'

13.73To
I I.9 I ':'
25.04To

3 llZTo each year.

$Z.31,146
488,218

$ ? l9 ,364

3.89olo
8.ZZ

tzTtolo

Z. Discussion of Valuation Results

As indicated above, the norrlal cost turnaC out to be lZ.99To of payroll.
Since the benefit in this plan in rnost cases i:rvclves a Social Security offset,
the judgest share of the norrnal cost is deter:-nrred by the Actuary using a
forrnula rvhich takes into account the ernploy.ee Social Security tax. This
resulted in the following division of the norr:ial cost:

4.84%
8. l5

tz.gg1,

the State's share of the 25.04olo required
the finan:ing during the first year fell

It should be noted that the arnortization contribution shown above is a level
percentage of a total payroll rvhich is assurned to increase 3 I lZo/o per year.
Since the cost calculations assurne that the anrcunt of the retirement benefit
will escalate at this sarrre rate, we feel that it is reasonable to base the arnor-
tization requirernent on the sarne assurrptior. In other words, the escalation
will not occur unless the payroll increases. fie-,,';sss1', for purposes of corn-
parison, we point out that the amor:tization cor:iribution based on a level payroll
would b e l6 .3BTo .

Z_



Thi'; fir"r-','.---;ation of this plarr had to be based upon nurnerous untested
assurnptir;ns. i-,.: i':tc nrost part, thc assurnptions used for valuations of
N'ISRS vere !Lil,;',:,'.i. \,/e fcel that the terrnination rates rrray prove to be too
lrigh and that i':4r':{ '.vill pr.u"uiv retire at later ages ttran oihlr State ern-
ployees ' ln a'irlil:.ii, assur-,rptions hacl to be rnade about the future level of
Social SecrrrilT i;.,:-:fits and contributions. Although reasonable assurnptions
were use'J, 

"';{t ?('.:.L out t}rat sudclen and large changes in these factors can
occur in the fttu:z-

3. Conclusion

The report complies with the requirernents of the statutes.

It appea.r s tbzt it
tid[y higher levei ihan

wiII be necessary to provide financing at a substan-
that received during the first year.

Franklin C. Srnith
Associate, Society of Actuaries
GEORGE V. STENNES AND ASSOCIATES
C ornrnis sion Actuar ies


