
REPORT ON

AC TUARIAL VALUATION

MINNESOTA STA TE JUDGESI
RETIREMENT FUND

JUNE 30, 1975

October 2t, 1975

E F$lfr{f;Fy

LITTLE. CHURcH E CHAPIN, INc., CoNSULTING ACTuARIEs



EowaRo L. CHAPTN
HARRY M. CHURCH
RoBERT H. LrrrLE

LrrrLE, CxuRCH & CnAr>tN,
CoNsuurrNG AcruARtES

October 29, L975

I ruc.

3Or E. CoLoRAoo BLvo.. SutrE 7c)3
PasAoENA. CaLtFoRN ta s)llot

(2t3) 6Bt-z+455

Board of Directors
Minne sota State Retirernent Systern
529 Jackson Street
SL Pau1, Mir:nesota 55101

Gentlernen:

'We are pleased to transrnit herewith our report on the actuarial valuation
of the Judgest Retirernent Fund rnade as of June 30, L975.

Rtrsuant to the Contract under which this valuation was authorized, the
actuarial valuation was carried out on the basis of a 50/o interest rate as-
surnption, a 3-L/2To sa1ary 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 norrrlal cost rnethod of funding to de-
terrnine the unfr-mded accrued liability of the tr'und.

'We hereby certify that the actuarial raluation of the Minnesota State
Judgest Retirernent tr'und rnade as of June 30, 1975 was carried out on the
basis of accepted actuarial rnethods and procedures and in accordance
with the provisions of Minnesota Statutes L974, Chapter 356 as arnended
by Laws L975.

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

Very truly yours,

ITTLE, CHURCH & CFIAPTN,
Consulting Actuaries

Robert H. Little, tr'. S. A.

RHL:th



REPORT ON

ACTUARIAL VALUATION

OF THE

MINNESOTA STATE JUDGEST RETIREMENT FUND

AS OF

JUNE 30, 1975

SEGTION I

INTRODUCTION

In accordance with the Contract between the State of Miruresota and

this firrn, w€ have cornpleted the actuarial valuation of the Minnesota State

Judgesr Retirernent Fund as of June 30, 1975.

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

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

. aE of June 30, L975. The Executive Director and his staff are to be corn-

plirnented on the accuracy and cornpleteness of the aforernentioned data.

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

audit.

The Judgesr Plan 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:

t. Rate of separation frorn active- - Schedules attached (Sarne as June
service 30, 1971 MSRS)

Z. Interest 5% (Sarne as MSRS)

3. Salary Scale - 3 -l/Z% per annurn, compounded
annually (Sarne as MSRS)

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

5. Socia1 Security Monthly - $341.70 increasing with salary
Prirnary Arnount scale

6. Level Social Security Con- - 6. L6%
tribution Rate - 't'r

7. Social Security Covered - $1r 175 increasing with salary
Monthly W'ages scale

8. Escalation after Retirernent (for - 3-L/2olo per annurrr, cornpounded
those entitled to escalation) annually

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

and Section III contains the exhibits required by Chapter 356 of. the Statutes.

-z-
LITTLE. Cxuncx 6 CHAPIN, INC.. CoNSULTING ACTUARIEs



SECTION II

RESULTS OF ACTUARIAL VALUATION

The entry age norrnal cost rnethod of funding, required under the Law,

requires the deterrnination of the leve1 contribution rate which, if contrib-

uted on behalf of all new ernployees frorn the dates of ernployrnent to the

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

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

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

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

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

entry age norrnal cost contributions.

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

rnonthly salary of. $?rZ)2, we calculated the total entry age norrnal cost rate

for Judges to be 12.6L0/o of salary. We calculate the Judgest share to be

eguivalent to 4. 55To of. total salary and the Staters share to be 8.06To of. total

salary.

The law requires:

rrThe balance of all rnoney necessary for adrninistering this act and

the judgest retirernent fund, including payrnent of retirernent corn-

pensation and other benefits under this act, shall be contributed

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

annually appropriated f rorn the general fund to the judges retire -

rnent fundtr.

The. Actuarial Balance Sheet shown on the following page surnrnarizes

the results of the valuation.

-3-
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JUNE 30, t975

ASSETS

1. Assets on Hand

'2. Present Va1ue of Judgest tr'uture

. Contributions

3. Present Value of State Future Contributions
Applicable to:

a) Entry Age Norrnal Cost (8. 05%)
b) Unfunded Accrued Liability

4. TOTAL ASSETS

LIABILITIES

5. Present Va1ue of Earned and Earnable
Benefits Payable to Presently Active
Mernbers:

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

withdrawal
d) Surviving Spouse Benefits

6. Present Value of Benefits Payable to
Presently Retired Persons :

a) Frorn Judgesr Fund
b) Frorn fvIAf'B Fund

7. Accounts Payable frorn Accounting Balance Sheet

8. IvIAFBF Annuity Stabilization Account

9. TOTAL LIABILITIES

MINNESOTA STATE JUDGES' RETIREMENT FUND

AC TUARIAL BALANCE SHEET
AS OE'

$ 3,459,339

$ 1,970,067

1r 951 ,4L5

L2,267,394 15,725,733

$L9, 647,ZLS

$L6, 752,639
307 ,569

331,676
7gL,4Z2 $18, I83,305

$ 5L6,784
947,494 L,464,278

8,804

(9, t73l

$L9, 647,?L5
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The Actuarial Balance Sheet is a convenient device to present the re-

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

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

ance Sheet.

Itern I shows the as sets on hand.

Itern 2 shows the present value of Judgesrfuhrre 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 Statets contribu-

tions as follows:

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

entry age norrral cost contribution of 8.06T0 of Judgest

s alarie s.

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

liability. It will require an initial annual contribution of

$653,908, increasing in accordance with the salary scale,

. to arnortize this liability over t}:e ?Z year period ending

June 30, L997. $553,908 arnounts to ll.58To of current

annual salary.

Itern 5 shows the actuarially cornputed present value of all benefits

earned to June 30, I9?5 and earnable after that date that wiII be paid frorn

the tr'und to presently active rnernbers.

Itern 6 shows the actuarially cornputed present value of benefits presently

being paid to retired persons. The arnount of $9+1r 494 shown for Itern 5(b)

E
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represents the present value of benefits payable frorn the MAFBtr'and cor-

responds to the value of. $822,902 shown on the Accounting Balance Sheet.

The difference is due to the L974-75 experience cornputed in accordance

with the law as follows:

MAFB Fund

'We would like to note that the foregoing losses deterrnined under the

law are not precise values. The following schedule shows our deterrnination

of what we consider to be rrrore appropriate gains and losses:

MAF B Fund

I. Accounting Balance Sheet

Z. Mortality Loss L974-75

3. Interest Loss Lg74-75

4. Actuarially Cornputed Reserve

1. Accounting Balance Sheet

Z. Mortality Gain

3. I\4AF BF Participation after transfer
of Mortality Gain

4. Investrnent Los s

5. Actuarially Cornputed Reserve

$8ZZ,9OZ

+ LLs,4L9

+ 9,173

$947, 494

$8ZZ, go?,

- 4,428

$818,474

+ t29,020

$947,494

The rnortality gain of $4,428 was calculated as the difference between

the actuarially cornputed reserve ($947,494) and the MAFBtr'participation

thatwould have resulted iJ the MAFBf'had earned exactly 5% ($95L,922).

-6-
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CONC LUSIONS

The results of the current valuation, based upon the MAFBF loss as

required by law, show that the benefits to be provided r.:nder the Fund can

be financed by the Judgesr contributions and the following State contributions:

Re cornrnended State C ontributions
1975 -76

a) Entry Age Norrnal Cost 8. 06To

b) Unfru:ded Accrued Liability (?Z years) 1I.58%

c) Expenses . L4%

d) Total L9.78To

-7-
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SECTION III

REQUIRED EXH]BITS

Minnesota Statutes Lg7.4, Chapter 356 as arnended by Laws L975, re-

quires, in Section 356.20, Subdivision 4(1), that the actuary of the Fund

pretrEre an e>d:ibit setting forth certain specified inforrnation with regard

to the Fund as of the valuation date, including trReserves Requiredtt under

the Fund. In an earlier conference with representatives of the Staters Ern-

ployee Retirernent Systernls Interirn Cornrnission, we were advised that

trReserve Requiredtt, as conternplated in the aforernentioned statute, rnay

be defined as the actuarially cornputed present value applicable to a speci-

fied benefit reduced by the actuarially cornputed present value of any por-

tion of the total entry age norrnal cost contribution rrnder the Fund which is

applicable to the specified benefit.

The e>dribit required by Section 356.?,0, Subdivision 4(l) of Minnesota

Stahrtes 1974, Chapter 356 as arnended by Laws L975, is presented onthe

following pages of this Section III and we hereby certify that the reserves

required set forth therein have been cornputed in accordance with the Entry

Age Norrnal Cost (level Norrnal Cost) basis in the rnanner outlined. in the

definition referred to above.
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MINNESOTA STATE JUDGESI RETIREMENT FUND

EXHIBIT REQUIRED BY M]NNESOTA STATUTES L974, CHAPTER 356,
SECTTON 356.20, SUBDMSTON 4(r) AS AMENDED By LAWS 1975

AS OI. JUNE 30, Ig75

ASSETS AND UNFUNDED ACCRUED L]ABILITY

As sets

1. Cash
Z. Short terrn investrnents (at cost)
3. Accounts receivable, Judgest Buybacks
4. Participation in the MAFB Fund
5. Accrued Interest on Investrnents
6. Investrnent in equities at cost
7. Investrnent in debt securities at arnortized cost

8. Total As sets

9. Unfunded Accrued Liability

10. TOTAL ASSETS AND UNFUNDED ACCRUED LIABILITY

39,555. ZL

566,346.76
42,078.46

g3g,320. gg

LL,049. 24
18,535. 03

354,L81.63

$ 1,970,067.32

t2,267 ,393. 66

$t4, 237 ,460. gg

$ 42.98
8,761. oo

( 9, I 73. oo)

$ ( 369.02)

L4,237.830.00

$t4, 237 ,460. 98

CURRENT LIABILITIES AND RBSERVES REOUIRED

Current Liabilities

1l . Accounts payable:
a) Accrued Expenses
b) Due SER Fund

LZ. NIAE Bf' Annuity Stabilization Account

13. Total Current Liabilities

Reserves Required

L4. Total Reserves Required per attached schedule

15. TOTAL CURRENT LIABILITIES AND RESERVES REQUIRED

Note: Acsurnulated contributions, without interest, of Judges not
yet retired arnounted to $398, 945.65 as of June 30, L975.

-9-
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MINNESOTA STATE JUDGESI RETIREMENT FUND

DETERMINATION Or. RESERVES REQUIRED
AS OF

JUNE 30, Ig75

Present Value
of

Benefits

$L6,75?,639
307,569

33t,676
t 79L,4Zz

-0-

(zl

Present Value
of Applicable
Portion of

Norrnal Cost
Contribution

$4, 667 ,456
133,013

3L3,224
296,06L

Reserves
Required
(1) - (2)

$12,085,193
L74,556

18,452
495,36L

-0-

-0-

L,464,279

$L4,237 ,930

(3)(1)

z

3

Benefits For:

l. Active Mernbers:
a) Retirernent Benefits l

b) Disability Benefits
c) Refundrnents due to

death or withdrawal
d) Surviving Spouse Benefits

. Deferred Annuitants

Forrner Mernbers W'ithout
Vested Rights

Retired Persons

Total

-0-

L,464 278

$tg,647, 584 $5, 409 ,7 54

-10-
lNC.. CoNSULTTNG ACYUARTEs

A

E
J.

LITTLE, CHURCH & CHAPIN.



Minnesota Stahrtes L974, Chapter 356 as arnended by Laws 1975, re-

quires, in Section 356.20, Subdivisior, 4(21 and (3), that there be submitted

annually an analysis of the Systernts incorne and deductions frorn incorne

with increases in total reserves required being specifically referred to as

a deduction frorn incorne. The exhibit required by Section 356.?0, Subdiv-

ision 4(2) arrd (3) is presented on the following page of this Section III. Iterns

of incorne and deductions frorn incorne with the exception of increases in

total reserves required were taken directly frorn staternents prepared by

the Executive Director.

Inasrnuch as any excess of ttincornerr over ttdeductions frorn incornert

rnust be equal to the reduction in the Unfunded Accrued Liability of the Sy" -

tern over tJre period covered by the analysis, we have confirrned that fact

in Itern' l5 of the e>dribit.

_11_
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MINNESOTA STATE JUDGESI RETIREMENT FUND

E>(HIBIT REQUIRED BY MINNESOTA STATUTES 1974, CFIAPTER 356,
SEGTION 356.20, SUBDTVTSTON 4(Z) AND (3) AS AMENDED BY LAWS 1975

FISGAL YEAR ENDTNG JUNE 30, 1975

ANALYSIS OF INCOME AND DEDUCTIONS FROM INCOME

INCOME

l.

z.

3.

4.

5.

Judges I Contribr.rtions

Interest on Past Due Contributions

Transfer from State General Fund

Interest and Dividends on I:rvestrnents

Incorne frorn il{AFB Fund:
a) Realized
b) Statutory Valuation Adjustrnent

Unfunded Accrued Liability 6 -30 -7 4
Unfrrnded Accrued Liability 6 -30 -75

$ 48,406. s9
(lz7 ,638. 42)

$13, 782,351. 68
LZ,267 ,393. 66

$ 269,g7o.?6

3,287.43

L, L43,059. I0

37 ,237. 37

(79,23L.831

$t. lt+,zzz. sl

$ ( 9,1 73. oo)
L6,049.76

L42,090.42
18,667. 05
1,093. 29
6,t77.60
9,60I. 18

(325,t42.00)

$ ( 140, 635.69)

L,5L4,958. OZ

6. TOTAL INCOME

DEDUCTIONS T'ROM INCOME

7. Increase in MAFBF Annuity Stabilization
Account

8. Prior Year Adjustrnent
9. RetirernentAnnuities
I0. Surviving Spouse Benefits
11. Refundrnents - Erroneous Deductions
lZ. Retroactive Social Security Transfer
13. Adrninistrative E>qpenses
14. Increase in Total Reserve Required:

Reserves Required 6-30-74 $L4,5621972.00
Reserves Required 6-30-75 L4,237,830. 00

15. TOTAL DEDUCTIONS T'ROM INCOME

T'6. EXCESS OT' INCOME OVER DEDUCTIONS T'ROM INCOME

L7, REDUCTION IN UNFUNDED ACCRUED LIABILITY:

-17. -
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Minnesota Statutes L974, Chapter 356 as arnended by laws L975, requires,

in Section 356.20, Subdivision 4(4), that there be subrnitted annually an an-

alysis of changes in the rnernbership of the Fund. Section 356.2L5, Subdivis-

ions 4 and 5, requires inforrnation with respect to the annual payroll and an-

nual annuities of the rnernbers of the Fund as well as certain inforrnation with

respect to average ages. The exhibit required by Section 356.20, Subdivision

4 and Section 356.2L5, Subdivisions 4 and 5 is presented on the following pages

of this Section III.

-13 -
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MINNESOTA STATE JUDGESI RETIREMENT T'UND

EXHIBIT REQUIRED BY
SECTION 356. ZO, SU BDIVISION

AS AMENDED BY LAWS

MINNESOTA STATUTES L974, CHAPTER 356,
4(4) AND SECTION 356.2t5, SUBDMSIONS 4 AND 5
1975 (FTSCAL yEAR ENDING JUNE 30, Lg75)

AC TIVE MEMBERS

As of 6130/74
New Entrants
Total

l,ess Separations frorn Active Service

Refunds - Deductions in Error
Deferred Annuities
Inactive
Disability
Death - Spouses Receiving Benefits

(there were also two additional spouses
benefits were provided by laws 19751

Service Annuity
Total Separations
As of. 6/30/75

Average Entrv Age

A11 active rnernbers at 6/30175
New rnernbers 

l',I',trnn -Zlltrlitrl
ANNUITANTS
F;(ffinuitantsW
New
Deaths
As of 6/30175

Disabled Annuitants

COVERED EMPL OYEE STATEMENT

Nurnber

zo3*
7

zLo

for whorn

l1
t7

t_2t

Annua1 Salarv

$5,9+0, +lz
207,288

55, 009

I 14,516

301, 020

$5,645, L7Z

5 rnonths
8 rnonths
9 rnonths

Annual Benefit Pavable

$ 58, 500. ?,4
L27,360. Z0

$r 85
.00

860.44

$ 6,127.90
32, t76.09

.00
$ 38,303.88

z
0
0
0
4

'Widows

ffifZ/3 o/74
New
Deaths
As of 6/30/75

Orphans

Deferred Annuitants

Average Age at Retirernent - Service Annuitants
A11 service annuitants at 6 /30175
New service annuitants 7 /L /t+ - 6/30/75

L/L/74 - 6/30/75

*One additional person was reported. at 6/30/74 who was
contributions were rnade. -L4-

53 years,
47 years,
4l years,

Nurnber

4
I1

0

_I5

none

none

none

70 years,
7I years,
6P years,

not eligible

10 rnonth s
5 rnonths
3 rnonths

and by whom

I
6
0

J-
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Section 356.215, SuMivision 4 of the Minnesota Statutes L974 as arnend-

ed by Laws 1975 requires an analysis of the.increase or decrease in the un-

funded liability that occurred since the last valuation. This schedule is

shown on the following page.

-15 -
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MINNESOTA STATE JUDGESI RETIREMENT FUND

EXHIBIT REQUIRED BY MINNESOTA STATUTBS L974, CHAPTER 356,
SECTION 356.2L5, SUBDIVISION 4 AS AMENDED BY LAWS 1975

FISCAL YEAR ENDING JUNE 30, L975

I. Unfunded Accrued Liability June 30, 1974 $13,782,352

2. Change due to current rate of funding and
interest requirernent:

(al 1974-7 5 Past Service Contribution - $535, I78

(b) 5% interest requirernent + 689, 118 + l53,g4}

3. Change due to actuarial gains (-) or
Iosses (+) because of L974-75 experience
deviations frorn expected 8L2,235

4. Change due to increase in OASDI Benefits 981262

5. Change due to erroneous valuation of retired
Iives June 30, 1974 - 210,889

6. Change due to elirnination of escalation for
certainernployees ' - 547r5lz

'1. Unfunded Accrued Liability June 30, 1975 $L2,267,394

,-16-
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SCHEDUT,IT I

Yale Jugges

Probabilities of Separation frorn Active Service

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

'Withdrawal Death DisabilitJ
Age and Service

RetirementAg"

zo
zt
z2
z3
z4

z5
z6
z7
z8
zg

30
3l
32
33
34

z,4oo
2,250
2,080
r,9?0
lr760

1 ,600
11470
1 ,340
I,230
l, I30

1 ,040
9s0
890
830

,770

720
580
640
600
560

530
500
480
460
430

4t0
390
370
350
340

6

6

7

7

7

7

7

7

I
I

8

9
t0
I1
l2

z
z
z
z
z

2

z
z
z
z

35
38
4t
44
48

35
36
37
38
39

40
4L
42
43
44

45
46
47
48
49

t3
l5
t6
t8
zo

zz
z5
Z7
zg
32

-17 -
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Male Judges
(Continued)

SCHEDULE I

Probabilities of Separation frorn Active Service

(Nurnber Separating at Each Age Per 10r000'Working at That Age)

Withdrawal DeathAge

50
5l
5Z
53
54

55
s6
57
58
59

60
6l
62
63
64

6s

320
300
280
260
240

zto
r70
r40

90
40

5Z
57
63
70
77

85
93

t0z
rtt
tzo

r30
r40
150
r60
r70

_18 -
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7
I

IO
lz
r4

L7
z0
z3
z8
33

38
45
55
68
87

Age and Service
Retirernent

30
30

40
r50
150
250

l, 350

10,000
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SCHEDUI E Z

I.emale Judges

, 

-

Probabilitles of Separation from Active Service

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

'Wlthdrawal Death Dls ability
Age and Service

RetlrernentAg.

zo
zt
zz
z3
z4

25
z6
z7
z8
29

30
3t
3Z
33
34

35
36
37
38
3g

40
4l
4?,

43
44

45
46
47
48
49

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

? 1910
?, r750
2,600
2,430
zrz70

z,Lzo
I ,970
1 ,820
1,580
l r54o

I ,410
1 ,300
I, I90
I,o9o
l, 000

9?0
850
780
720
680

630
590
560
530
500

I
2

z
z
3

4
5

5

6

7

8
8

9

tl
t3

t5
I7
I9
?,7

z3

_r9_
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4
4
4
4

4
4
4
4
4

I
I
I
I
2

z
z
3
3

3

3
4
4
4
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SCHEDUT,tr 2

Female Judges
-Iffi;A)-

Probabilities of Separation frorn Active Service

(Nrrrnber Separating at Each Age Per 10r000 Working at That Age)

4ss

50
5t
5Z
53
54

55
s6
57
58
59

60
6l
62
63
64

65

'Withdrawal Death
Age and Service

Disabilitv Retirement

470
440
410
390

330
290
230
r70

90

z5
27
30
33

360 36

39
43
47
5t
56

6l
66
7Z
78
83

-?,0 -
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6

7
I

t0

l2
r5
r8
zz
z6

3l
37
44
5Z
6r

50
50

150
150
200
350

l, 100

l o ,0oo



GVS Minncsota Mernorandurn No. 75-9
Decernbe r I 8, 197 5

MiNNESOTA STATE JUDGES' RtrTIREMENT }-UND
ACTUARIAL VALUATION AS OF JUNE 30, 1975

The purpose of this rnernorandr,rrn is to discuss the report of the valuation
of thc Minnesota State Judgesr Retirernent Fund as of June 30, I975. This
valuation was subrnitted to the Cornrnission in accordance witl-r Chapter 356 of
Minnesota Laws 1974, The entry age norrnal cost rnethod was used rvith a 5fo
jnterest assurnption. The report was prepared by Robert H. Little of Litt1e,
Church and Chapin.

This rnernorandurn contains the following:

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

I. Statistical and Valuation Data

(1) Mernbe r sirip June 30, 1974 June 30, I97 5

(z)

(3)

Active Mernber s

Retired Mernbe rs
Survivors

PayroII and Annuitie s Payable

Total Annual Payroll
Annuities (annual)

Valuation Balance Sheet

Actuarial Liabilities
Annuities in Force
Active Mernbers

TotaI
Assets
Unf unded A.ccrued Liabiiity

Funding Ratio

204
4
I

$ 5, 940,432
64,629

57 g ,945
13,883,027
14, 562, 97 Z

7 80 ,620
$ 1 3,782,352

5. 36yc

rg3
15

7

$ 5, 645, 17 Z

zz4, 164

$ 1,464,279
12,77 3, 552

$ 14 J37 , 830
1,970,436

$ rzJm%
13.84qa



(4) Normal Cost and llr.rnding Costs

Norrnal Cost
Expense s

Inte re st on D ef ic it
M inirr-r urn Contr ibution

Norrnal Cost plus Expenscs
Arnortiz ation by I 9 97

Required Contrjbution

(5)

June 30, 1974 Junc 30, I97 5

,kBased on assumption that payroll rvitl increasc 3 I lZT, each year.

Actual Support

4.84q0
8. I5

rZ.99Tu

the Staters sha rc of the
the financing during the

tz.6tqo
.t4

10. 87
z3.6zoio

tz.7 5olo

I I. 58'l'
TEolo

4.7 gyo

20. z5
E ozq,

4.55qc
8. 06

Eorq,

24.33qo required
second year

IZ.99To
.t4

1r.60

13. I31('
I l. $1 'l'
Eo+olo

3.8910
a))

tz- nq,

Judgesr Contributions
Transfer frorn State General Fund
Total

Z. Discussion of Valuation Re sults

As inclicated above, the norrrral cost turned out to be lZ.6T1o of payroll.
Since the benefit in this plan in nrost cases involves a Social Secnrity offset,
the judges' share of the norrrral cost is detcrrnined by the Actuat'y using a

forrnula which takes into account the ernployee Social Security tax. This
re sultcd in the following division of the norrnal cost:

June 30, 1974 June 30, 197 5

Judges'Sharc
State's Share
Total

With this division of the norrnal cost,
contribution becorne s I 9. 7 9qo. Thus,
caught up u,ith the required arnounts.

It should be noted that the arnorrtzation contribution shown above is a

Ievel percentage of a total payroll which is assumed to increase 3llZTo pet
year. Since the cost calculations assurnc that the arnount of the rctirernent
benefit will escalate at this sarne rate, we feel that it is reasonable to basc
the arnortizatton rcquirernent on thc sarne assurnption. In otl-rer words, the
cscalation wiII not occur unless tl-ie payroll increases. However, for: purposcs
of cornparison, we point out tl-rat thc arnortization contribution bascd on a Ievel
payroll would be I5 .7 Zu/o,

-z-



Atteltion is also clircctccl to tlre fact tlrat thr: tot.al payroll decr:eased

during the ycar rather than incroasing at thc asstrrned late of 3llZTr. On t1-re

othcr hand, the averagc salaI.y pcr rrtembcr in<''rcrased only a srnall amolrnt

which woulcl retarcl the projecte<1 cscalation of those u,hosc benclits will be

sukrject to c scalation.

The unfundecl accrrrerl liability decrcrasecl by $1,514,958 during thc

year. The Actuary presented ti-re following analysis of this declease:

Decreases:

Increases in OASDI Benefits
Correction in 1974 Rcserve

fo r Retirecl lr4ernbe r s
Elirnination of Escalation for

Certail Mernbers
Actuarial Gains

Total Decreases

Increases:

Def iciency in Amorttzatton
Contribution

Net Decrease

$ ga,262

2 i0, 889

547,512
Btz,235

$ I, 669, 898

t53,940

$ 1,5t4,958

We point out again that the valuation of this plan during the first few ycars
has to be based upon nurrrcrous untested assr,rrnpt'ions. For the rnost part, the
assurnptions usecl for valuations of MSRS have. beeu followed. We feel that tl-ie ter-
rnination rates rnay prove to be too high and that judges rviIl probably retire
at later ages than other State employees. In addition, an a\'erage entry age

of,4I has been assurned. This fitted the group during the first six rnont-hs of
the experience, but the average entry age has been higher since that tirne.

We also point out that it is necessary to rnake assurnptions about the

future leveI of Social Security benefits and contributions, and these are rathcr
unpredictable iterns.

3. Conclusion

Thc report cornplies rvitl-r thc reqr,rircrncnts of thc statutcs.

It appears that thc incrcaso in financing during the second year has
brought this fund j:rto actuarial balance.

Franklin C. Srnitl-r
A s soc iate, Soc iety of A ctua rie s

GEORGtr V. STtrNNITS AND ASSOCIATtrS
Cornmission Actuaric s


